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[*H10107] (Continued) 
 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Florida [Mr. Bennett]. 
 



Mr. BENNETT. Mr. Chairman, we have a responsibility to act. The committee has done 
a good job in bringing before us a way in which we can act and act intelligently. 
 
I feel the greatest mistake this country ever made in any one piece of legislation was the 
1981 tax bill, which gave great benefits to large corporations and individuals who are 
very wealthy and got an undue gift from the Federal Government. 
Now, lest anybody accuse me of being antirich, at one time when I was a young lawyer in 
my firm we represented people like Alfred I. Du Pont, Edward Bok, Charles Doering, 
among the most wealthy people in this country. I never met one of them that did not feel 
like he should pay his just taxes. So do not bash the rich. The rich are willing to make 
their proper contribution. At the present time they do not do so. This bill will make an 
effort in that direction. 
 
Finally, before I close, I want to say to Members that all the tribulations we are having 
here today are not going to solve the fiscal situation of our country. There is only one 
way in which the fiscal situation in our country can be solved, and that is to eliminate 
programs. 
 
We have a lot of programs, and I am not talking about reducing programs, I am talking 
about cutting out programs, even good programs. We had an excellent opportunity the 
other day to cut out the arts and humanities. We also have programs like community 
development funds, the mass transit funds, and things like that. These programs are good 
programs but are essentially local in nature. The people are in an antigovernment mood. 
They are antigovernment, and have an antitax point of view. They do not want to have 
big government. 
 
We are not answering. The country is not giving the answer that it should to our 
constituents. The answer that our constituents want is less government. They have a right 
to ask for that. Thomas Jefferson, the founder of our party, said those who are governed 
best are governed least. That is something we ought to be hearing today in 1990. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Texas [Mr. DeLay]. 
 
Mr. DeLAY. Mr. Chairman, demagog long enough and you start believing your own 
demagogy. The Democrats assume that Americans are stupid. The Democrats say that we 
are here because Reaganomics has destroyed our economy. Mr. Chairman, Americans are 
not stupid. They have lived during Reaganomics. They remember that policies like the 
Democratic proposal we have before us today destroyed our economy under Carter. After 
getting only a small few of his proposals, President Reagan was responsible for lowering 
interest rates, arresting inflation, and creating 23 million new jobs during the longest 
growth period in our history. 
 
Our deficits are created by spending, not by too little revenues. Let us reject demagogy 
and look at the facts. 



Our revenues have gone up since 1981 by $500 billion, but our spending has gone up by 
over $700 billion. It is spending that is the problem, not too few revenues. Revenues have 
risen by 7.5 percent and spending by 9 percent over the last 10 years. 
 
Americans are not stupid. The Democrats say the rich are not paying enough. Let us look 
at the IRS figures. They do not demagog. They know who owns what and what they pay. 
 
The top 1 percent of income in this Nation pay 25 percent of the total income taxes paid 
in this country. The top 5 percent of income in this Nation pay 43 percent. The top 10 
percent of income in this country pay over 55 percent of the income taxes collected in 
this country. 
 
Indeed, the biggest target of the Democrat revenge, the 65,000 taxpayers with over $1 
million in income, who represent only 6/100ths of 1 percent of all taxpayers, not only 
paid 11 percent of all the taxes paid, but they paid 41.3 percent of the total revenue 
increase in 1988. This means that the Democrats and their allies, like the Kevin Phillipses 
of the world, are engaged in the most astonishing and destructive, not to mention 
irresponsible, level of distortion on this issue. The result could be catastrophic for our 
economy. 
 
The package before us is based on demagogy, and not on facts. This is a very important 
week for America. We can choose the failed economics of the Carter years that almost 
destroyed this country, or we can reject this package and come back to the real problem, 
spending. We can take the Republican economics of cutting spending, increasing growth 
and jobs, and rejecting raising taxes on middle-income America. 
 
Mr. Chairman, this package will destroy our economy if it becomes law. Let us vote it 
down. 
 
Mr. PANETTA. Mr. Chairman, I yield myself 10 seconds. 
 
Mr. Chairman, if I might say to the gentleman from Texas [Mr. DeLay], it has been the 
last 10 years of Republican policies that have brought us to the point where we have to 
confront a record deficit. That is the problem we need to confront at this time. 
 
Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Mississippi [Mr. 
Montgomery], the chairman of the Committee on Veterans' Affairs. 
 
[*H10108] (Mr. MONTGOMERY asked and was given permission to revise and extend 
his remarks.) 
 
Mr. MONTGOMERY. Mr. Chairman, I rise in support of the Omnibus Reconciliation 
Act for fiscal year 1991. I want to commend the chairman of the Budget Committee Leon 
Panetta for a job well done. Veterans have been asked to help our Nation reduce a 
tremendous budget deficit, and I believe they are willing to do their fair share. 
 



Pursuant to the reconciliation instructions contained in the budget resolution, the 
Committee on Veterans' Affairs met on Friday and adopted a package that CBO estimates 
will save $627 million in fiscal year 1991 and $3,602,000,000, during the next 5 fiscal 
years. Our committee is in full compliance with the instructions contained in the budget 
resolution. 
 
The committee faced the dilemma of weighing our budget directives against our 
responsibility to millions of veterans who are depending on us to preserve and protect 
their benefits. I believe the 
committee met both objectives effectively, responsibly and fairly. 
 
We carefully studied every VA program to determine where these reductions or revenue 
enhancements might be implemented to cause the least strain on the VA and on veterans 
who use its services. 
 
In my opinion, these savings can be absorbed without undue hardship on any one VA 
program or on veterans who receive benefits and use VA services. Most changes in 
current law would be prospective and, therefore, would protect current beneficiaries. It is 
a package which I believe veterans generally will understand. 
 
A 627-million-dollar cut in entitlements and increased revenues in the current fiscal year 
1991 budget is a substantial amount; however, it is better than the alternative -- $1.2 
billion under Gramm-Rudman sequestration. Our veterans' benefits system simply could 
not bear such an enormous blow to its budget. 
 
I support the savings proposals before us, not because they cut veterans' programs. I 
support them because they will help avert a national disaster. That is exactly what we 
face unless we get control of the budget deficit. We can no longer continue down the 
same path of fiscal irresponsibility. 
 
The Committee on Veterans' Affairs has complied with the mandate of the House and I 
believe we have done our best to come up with a proposal that will not unduly impact our 
Nation's veterans. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 1/2 minutes to the gentleman from North 
Carolina [Mr. McMillan]. 
 
Mr. McMILLAN of North Carolina. Mr. Chairman, I thank the gentleman for yielding 
and congratulate him on the excellent work he has done, as well as the gentleman from 
Mississippi [Mr. Montgomery]. 
 
Mr. Chairman, I rise in opposition to the Democratic alternative. As an original supporter 
of the summit agreement, it is no pleasure to point out that this Democratic proposal has 
predictably moved too heavily to more unfair taxes to solve the deficit. The Republican 
substitute, which would have achieved some 25 billion more in spending reductions, has 
been ruled out of the floor debate. 



 
There were two flaws in the original summit agreement; one was Medicare, which has 
been corrected by all parties. Second, the possible weight of excise taxes on middle-
income people. 
 
The American people must be made aware that the Democratic proposal we are 
considering today would dramatically increase the tax burden on middle-income 
American taxpayers, while it 
purports to "soak the rich." 
 
The second largest tax increase in the Democratic bill is postponing tax indexation, which 
raises $36 billion over 5 years, not on the rich, but on working Americans. 
 
For the middle-income American who did not want to pay roughly $14 more per year in 
cigarette taxes or $29 more per year in beer excise taxes, this Democratic proposal will 
add on this "indexation tax" on the order of $313.50 more for a couple with two children 
and taxable income of $34,000 per year. So much for tax fairness. 
 
Mr. Chairman, I supported the original budget summit because, above all of the 
conflicting special interests, the American people expect us to solve the deficit problem, 
and to do it fairly and now. Political posturing is expected and appropriate at the 
beginning of the budget process, or in campaigns, but the time for fun and games is over. 
The expectation of the American people now is for a solution. 
 
Mr. Chairman, I am under no illusions as to what the result of this vote is going to be 
today. The tax raisers will get their way. But I hope that the resulting conference will act 
in the national interest and produce an agreement that will attract a bipartisan majority in 
this House with a bill that the President can sign. 
 
Mr. PANETTA. Mr. Chairman, I yield such time as he may consume to the gentleman 
from Pennsylvania [Mr. Coyne]. 
 
(Mr. COYNE asked and was given permission to revise and extend his remarks.) 
 
Mr. COYNE. Mr. Chairman, I rise in support of the Democratic fairness alternative. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentleman from 
Texas [Mr. de la Garza], the chairman of the Committee on Agriculture. 
 
Mr. de la GARZA. Mr. Chairman, I appreciate very much the opportunity to speak 
briefly on this issue, and want to commend the gentleman from California [Mr. Panetta], 
the chairman of the Committee on the Budget, who is also a distinguished member of the 
Committee on Agriculture, and all of the Members who have worked very, very 
diligently in this endeavor on both sides of the aisle. 
 



Mr. Chairman, this year's long and difficult budget process has placed many unpleasant 
choices before us. Perhaps for no other committee have these choices been more difficult 
and painful than for the Committee on Agriculture which I chair. 
 
The budget resolution calls for agriculture spending to be reduced by $1.022 billion in 
fiscal 1991 and a total of $13.627 billion over the next 5 years. 
 
I come to the floor in support of the omnibus budget reconciliation bill and to briefly 
explain the agriculture title and what it contributes to the deficit reduction package and 
what it means for American farmers. 
 
For 4 long days last week the members of the Committee on Agriculture struggled in our 
individual party caucuses, in a small bipartisan ad hoc group, and finally back to the full 
committee to come up with a reconciliation package. 
 
This was the most troubling and the most painful budget debate we have ever 
experienced in the Agriculture Committee. You just can't reduce farm spending by 25 
percent from our baseline levels without inflicting pain on somebody. We put proposals 
on the table, debated them, tore them apart, and put them back together again. 
 
We argued about how to maintain equity among the commodities as we made these cuts. 
We had to settle on cuts that hit the corn farmers, the wool and dairy producers, the 
cotton farmer, the wheat producer, the tobacco farmers, and, yes, even the much-
maligned honey producer in as equitable manner as possible. 
 
But we made these cuts. We did it in an equitable and as fair a manner as possible. And 
most importantly, Mr. Chairman, the Committee on Agriculture developed a bipartisan 
reconciliation package. 
 
Mr. Chairman, I want to take this opportunity to thank Mr. Madigan of Illinois, the 
committee's ranking Republican, for his work, his cooperation, and his willingness to 
have the committee work in unison. We met the reconciliation targets and we both put 
our names on the letter that was sent to the Budget Committee notifying Chairman 
Panetta of our committee's action. 
 
But more importantly, I want to thank the members of the Agriculture Committee for 
their long hours of work, their bipartisan spirit, and yes, their strength in making the 
tough choices we faced. 
 
Mr. Chairman, the agriculture title of this reconciliation bill achieves spending reduction 
totaling $1.2 billion fiscal 1991, and $13.6 billion over the next 5 years. 
 
[*H10109] How real are these cuts? Mr. Chairman, these cuts are very real. Our proposal 
reduces the amount acreage eligible for Government income support payments. On top of 
that, our proposal changes the way we calculate these deficiency payments. 



The net result is that we are cutting the level of Government support of farmers by 25 
percent from our baseline and a 25-percent cut in our farm bill. 
 
Mr. Chairman, no other group of Americans is giving up so much for deficit reduction. 
 
All the program commodities are sharing in these cuts. Wheat, corn, feed grains, cotton, 
and rice are all taking a hit. 
 
Dairy and honey producers are taking a hit. Even the farm programs that operate at no 
Government cost, but receive Government protection, are sharing in this burden too: the 
sugar cane and sugar beet, tobacco, and peanut farmers. 
 
Mr. Chairman, these are real cuts. Income support for American farmers is being cut 
because there is nowhere else to cut to meet our deficit reduction goals. 
 
Mr. Chairman, I will note that this reconciliation language amends the House-passed 
farm bill. At about 4 o'clock this morning House and Senate conferees on the farm bill 
reached agreement on a 5-year reauthorization of our farm commodity, agricultural 
research, conservation, food stamps, and agricultural trade programs. 
 
This legislation blends with the policies agreed to in that bill and will, as called for in the 
budget resolution, reduce the spending in that bill 25 percent below our baseline levels. 
 
None of the changes we make in the agricultural title of reconciliation were made easily. 
This $13.6 billion package comes on top of the more than $30 billion we have been 
required to reduce agriculture spending by since 1981. 
 
Finally, I want to bring to my colleagues' attention a clause contained in the agriculture 
section. That clause states that changes called for in this reconciliation package shall 
cease to be effective on July 1, 1992, if legislation to implement an agricultural trade 
agreement resulting from the Uruguay round of GATT is not enacted by June 30, 1992. 
 
Mr. Chairman, the Committee on Agriculture added this clause with the concurrence of 
the chairman of the Budget Committee, Mr. Panetta, to send a signal to our trade 
competitors. That message is that we will not unilaterally disarm American agriculture in 
the face of unfair subsidies and trade barriers by other nations. In this budget document 
we are committed to altering our domestic policies to meet budget constraints, but we 
will not do this without the protection of an international trading agreement. 
 
Mr. Chairman, I hope my colleagues will recognize that if you don't think that agriculture 
is not being treated fairly in this budget process, you will at least admit that we are 
bearing a disproportionate share of deficit reduction. 
 
I remind my colleagues that if you abolish the entire Department of Agriculture -- and 
that would include food stamps, nutrition programs, research, and extension -- you would 
reduce the Federal budget by only 4 percent. All of the money we spend on farm price 



support programs -- what is often characterized in the press as the "subsidy for farmers" -
- amounts to less than 1 percent of the total trillion-dollar-plus Federal budget. 
 
What we seem to forget is that farm programs have enabled us to be the best-fed people 
in the history of the world, and for the least amount of disposable income of any major 
industrialized country. 
 
In the package before us today, we have tried to meet our reconciliation instructions in a 
way that is as fair as possible to farmers. We have tried to do so without disrupting 
program objectives. But, without question, this package severely alters the structure of 
farm programs. 
 
The little line that barely shows up on a chart showing farm spending as part of the 
Federal budget just shrunk out of sight. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
North Carolina [Mr. Ballenger]. 
 
Mr. BALLENGER. Mr. Chairman, at this time of economic anguish here in the United 
States, on the verge of a recession, the worst thing we can do is to raise taxes. The 
Democrat reconciliation package includes $93.6 billion in tax increases that will shrink 
credit, raise interest rates, and guarantee that recession. 
 
With layoffs occurring everywhere in the United States, you would think this tax sacrifice 
asked of the American people would be supported by a decrease in the size of the Federal 
Government. With our troops in the field, the only cuts in the Democrat package are in 
defense. The rest of the Government continues to grow. 
 
This is obviously the opposite of what the American voter wants. I hope the voters 
recognize this before the election and before the depths of the recession created by this 
Democrat package. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes and 30 seconds to the gentleman from 
Oregon [Mr. Denny Smith], a member of the Committee on the Budget. 
 
(Mr. DENNY SMITH asked and was given permission to revise and extend his remarks.) 
 
Mr. DENNY SMITH. Mr. Chairman, taxpayers know that this is a recipe for disaster. 
This economy cannot take a tax increase as planned by the House Ways and Means 
Committee. We should not even be in this position. 
 
If we had frozen the growth in spending, the budget would be balanced now. A fair and 
simple approach, stop the growth in the Federal bureaucracy. Even starting this year we 
could get substantial savings, a $77 billion increase in revenue from economic growth. 
That could be applied to the deficit for deficit reduction and would eliminate the deficit in 
4 to 5 years. 



 
 
Instead, the free spending by the Democrats continues. Even under this much ballyhooed 
deficit reduction package, we have a $15 billion increase in discretionary spending. We 
have a $50 billion increase in entitlements. It completely wipes out any advantage of 
increase in revenue from a productive economy. 
 
The President may buy off on this package, but I refuse to swallow this package. This 
package of Democrat assumptions, Democratic provisions, and Democrat philosophies of 
government is about to raise taxes over $170 billion first and then ask questions later. 
 
My opposition is not an attempt to protect any segment of our economy. No new taxes 
means no taxes for anyone, not the largest tax bill ever devised. The costs are passed on 
to the taxpayers at every opportunity, but our Government gets no smaller. This is 
business as usual. 
 
Behind my no-new-taxes stance are some fundamental assumptions: Less government; 
not more. People should be given the opportunity and incentive to make their own 
decisions about their own lives. Before throwing more money at this huge bureaucracy, 
we must make it more responsive. 
 
I urge my colleagues to vote no on this proposal. We need a flexible freeze on spending. 
Balance the budget with no new taxes. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentlewoman from 
Connecticut [Mrs. Kennelly]. 
 
Mrs. KENNELLY. Mr. Chairman, this is an important afternoon. We vote on hundreds of 
matters in this Chamber afternoon after afternoon. But this vote is particularly important 
because it is going to affect the people of this Nation for a long time. 
 
It is not an easy vote. When we are talking about increasing taxes and cutting programs, it 
is very difficult. This vote is going to make the people in our districts unhappy, people 
who are just trying to make ends meet and do not need any new taxes. But the process 
must go forward. 
 
I went home this weekend and here is what my people told me: "Go back there. Do what 
you have to do. Get a budget." 
 
Recently we watched on television, as many of our people did at home, the program on 
the Civil War. It was a difficult time then, but there were people in this Chamber like 
there are today that made the process work. Last night they covered on television 
[*H10110] Watergate again. A difficult time, but again there were people who made the 
process work. 
 
This time is no different. Deficit reduction is hard but we must do it. 



Also, let me point out, Mr. Chairman, some of my constituents say pass a budget because 
your President, my President, the President of all of us should focus his attention on the 
Middle East. He should not be worrying about whether he is going to close down the 
Government again or whatever he is not. He should be worrying about making sure that 
we resolve the situation in the Middle East, diplomatically or economically, but so that 
we do not find ourselves in a war that he did not have his total attention on, which of 
course he wants to have. 
 
The third reason I think we have to say something this afternoon why this is not so 
embraceable is the fact that Congress has only had a few weeks to try to put this package 
back together. Of course, in January we had the budget, and then we had the summit, and 
then we had the minisummit, but what we have before us today is probably by far the 
fairest budget we can do. I really think, Mr. Chairman, we have to get a majority of the 
votes this day, get it into conference and get it out again, and go home. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
California [Mr. Rohrabacher]. 
 
(Mr. ROHRABACHER asked and was given permission to revise and extend his 
remarks.) 
 
Mr. ROHRABACHER. Mr. Chairman, America has two alternatives -- we are told the 
Republican alternative doesn't meet the President's deficit reduction challenge. So the 
House won't even have the chance to vote on it. 
 
We are told the Democratic alternative is better, even though its supporters obviously 
don't think it can withstand head on head competition. 
 
Mr. Chairman, contrary to what we are being told the Republican alternative lowers the 
level of deficit spending. The Democratic tax and spend proposal will do little work than 
tax us into recession, leaving us with a higher level of deficit spending. 
 
The Republican proposal is progrowth, antirecession, and encompasses spending controls 
and process reform. 
 
The Democratic plan is soak the rich rhetoric, then business as usual tax, spend, and 
decline. Anyone who believes this antiprogress and anti-take-home-pay scheme will 
actually reduce the deficit should be in the market for cheap junk bonds or a gulf-view 
condo in Kuwait. 
 
The Democrat plan will push the economy over the edge and when we are in recession 
and the deficit mushrooms they will be pointing fingers, instead of looking in mirrors. 
 
The Republican alternative keeps faith with the taxpayers and with the retirees, and with 
the young people who will be looking for meaningful employment *** young people 
who will be taxed out of jobs by the Democrat tax and spend scheme. 



 
Its time to quit trying to mobilize support for high tax programs by cultivating envy. The 
Republicans have a positive alternative, let's bring down the deficit by controlling 
spending, not raising taxes. 
 
The American people are not fooled by all this tax the rich rhetoric. The Democrats have 
been in control of this House for decades. All the tax hikes and loopholes were not put in 
place by the Republican minority. We cannot even get our bill on the floor for an honest 
vote. 
 
Finally, next year when our people are suffering recession, they will know who to blame 
for no jobs and increasing deficits, it will be the Democrat Party who refused even to 
permit an alternative from being considered, who will bare the blame. And all your talk 
about the wicked 1980's won't change the fact that you have taken America back to the 
depressing 1970's. 
 
Mr. PANETTA. Mr. Chairman, I yield myself 15 seconds just to make clear that the 
Republicans were not denied the opportunity to offer an amendment. They were denied 
the opportunity to offer an amendment that did not meet the numbers. 
 
They could have fashioned it in any way they wanted as long as they met the numbers. So 
this is not the issue of whether or not they had the opportunity to offer an amendment. 
 
We wanted them to offer one that met the numbers that the President wanted us to 
achieve in terms of deficit reduction. 
 
Mr. Chairman, I yield 2 minutes to the gentleman from Maryland [Mr. McMillen]. 
 
(Mr. McMILLEN of Maryland asked and was given permission to revise and extend his 
remarks.) 
 
Mr. McMILLEN of Maryland. Mr. Chairman, I rise in support of the Rostenkowski 
amendment and want to commend the gentleman from California. 
 
As had been said many times today, it is not a perfect agreement. Passing it sends a signal 
to the world that we, in fact, can govern and that we can govern with fairness. Remember, 
my Republican colleagues, the outline of what the President and the Democratic 
leadership agreed to, $350 billion in spending cuts over 5 years and $150 billion in 
revenue. We must make sure that we enforce that formula. 
 
I would like to refute a couple of arguments that have been made on the other side that 
spending is out of control over the last 9 years. If we look at a chart from the 
Congressional Budget Office, we will see that interest has grown in the last 9 years by 
146 percent. This is the reason why we have a deficit. The S&L scandal, the HUD 
scandal are costing this Government billions of dollars, and the 1981 tax cut that eroded 
the revenue base of the Federal Government is costing us billions of dollars. 



 
In fact, if we look at this chart, look at outlays minus interest, true spending, spending has 
grown by 59 percent, but revenues have gone up by 65 percent, so clearly spending has 
not been out of control. The fact is we do not have enough revenue, and that is what the 
President has agreed on. 
 
We must be realistic. Let us put away our electioneering, our partisanship and move 
forward with a budget. 
 
The second point I would like to make is that if we add this tax increase of $150 billion 
that the President has agreed on, somehow we are going to throw this country into a 
recession. We are talking about $19 billion in 1991, less than 2 percent of the budget of 
the U.S. Government, not only next year, but through the 5 years. If that throws this 
country into a recession, this country is in a lot worse shape than I thought it was, and it 
means that we ought to do something serious about the deficit today. 
 
That is why I urge the passage of the Rostenkowski package. 
 
Mr. FRENZEL. Mr. Chairman, I yield myself 1 minute. 
 
Mr. Chairman, the distinguished chairman of the Committee on the Budget spoke a 
moment ago and said that our amendment did not conform to the summit agreement. 
 
I must tell the Members that there is nothing that is being presented on this floor that 
conforms to the summit agreement. The committee bill and the Rostenkowski 
amendment do not conform. 
 
I must further tell the Members that, based against the CBO baseline, there is no 
alternative today that exceeds $500 billion or reaches it. It is only the expanded summit 
baseline that makes this package before us equal to $500 billion savings. 
 
The reason it makes $500 billion is because the majority was willing to take the baseline 
from the summit, and to take $500 billion from the summit, but not to take the rest of the 
summit agreements. 
 
What they are telling us is, "You cannot offer an amendment unless you do the same 
dumb things we Democrats have done." We Republicans are unwilling to do that, and we 
will let the public decide whether it was fair for them not to let us offer our amendment or 
not. We are not going to let Democrats decide what was fair. 
 
Mr. Chairman, I yield 3 minutes to the distinguished gentleman from Indiana [Mr. Hiler]. 
 
Mr. HILER. Mr. Chairman, I thank the gentleman for yielding me this time. 
 



Mr. Chairman, I have been in this body for 10 years, and I must say there have been very 
few times where [*H10111] the difference between the parties has been as clearly 
indicated as it is today. 
 
Earlier today the Republicans tried to bring up on this floor a budget proposal which 
would reduce spending by nearly $410 billion over the next 5 years as our plan to try to 
get a handle on the deficit, no tax increases. 
 
The Democrats, on the other hand, are bringing proposals forward which would increase 
taxes by nearly $170 billion. The gentleman from Maryland who spoke just a short few 
minutes ago, I think, clearly articulated the differences. He said the problem we have is 
not that our spending is out of control, it is that we do not have enough revenues. That is 
clearly the difference between the parties today. 
 
The Democrats continue to believe that we have a shortage of taxes, and the Republicans 
continue to believe we need to strive for more spending cuts. 
 
I believe, as the gentleman from Minnesota has said, that the American public will side 
with our side. 
 
But getting beyond the tax-and-spend, and spend-and-tax aspects of this, I think it is 
sheer lunacy, with an economy on the ropes, with $40-a-barrel oil, to be worried about 
the deficit in 1995. We ought to be concerned about a recession in 1991. 
 
There is absolutely nothing in this package that we are debating today that will help us 
prevent that recession in 1991. I have yet to hear of a single economist say that if we pass 
this deficit reduction plan there is going to be a big dramatic decrease in interest rates. 
 
We have heard maybe, maybe 25 basis points in short-term rates. My friends, anybody 
who 
believes a drop in interest rates of 25 basis points in short-term rates will keep us out of a 
recession is acting in a different world than I think the rest of us are acting in. 
 
Vote the proposal down. 
 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the gentleman from New York [Mr. 
Weiss]. 
 
(Mr. WEISS asked and was given permission to revise and extend his remarks.) 
 
Mr. WEISS. Mr. Chairman, I thank my friend for yielding me this time. 
 
Mr. Chairman, I want to compliment Mr. Panetta for the masterful job he did in getting 
us to this point, and to compliment the gentleman from Illinois [Mr. Rostenkowski], 
chairman of the Committee on Ways and Means, for the amendment which he will be 



offering which I think will present the American people as well as this body with a fair 
budget and tax proposal. 
 
Those who partied during the Reagan years will now be expected to pay their fair share. 
 
But now let me ask: How is it that the Republicans all of a sudden have found a way of 
dealing with their crisis of not being able to get together? Up until yesterday their 
position was that they were not going to offer any package at all. 
 
That would not have sounded very good, so they came up with a solution. They offered a 
package which could not be accepted, could not be accepted because the President has 
said, and here we are 3 days away from the deadline, the President has said that unless his 
parameters, $500 billion deficit reduction over 5 years, are met, he will veto the 
reconciliation package. 
 
So what do the Republicans do? They come forward with a $410 billion package, no 
taxes. How do they get to that point? 
 
Rollcall, which is the congressional newspaper, spells it out, headline, "GOP Strategists 
Advise Hill Republicans in Tight Races to Run Against the President." That is what they 
are doing at this point. They are not running against us. They are running against the 
President of the United States, the President of their own party. 
 
It seems to me that if we want this process to move forward, to adopt a fairer package, to 
keep the Government from being shut down again, the thing to do is to adopt the 
Democratic package and ignore the rule-or-ruin tactic that the Republicans are trying to 
foist on us. 
 
MR. CHAIRMAN, THE CRUX OF BUDGET DEBATE IS THIS: WHO PAYS MORE? 
 
DO WE REDUCE THE BUDGET DEFICIT BY TAXING MOM, DAD, GRANDMA, 
AND GRANDPA, AND LEAVE THE MILLIONAIRES LARGELY UNTOUCHED? 
 
OVER A WEEK AGO, THIS HOUSE SAID "NO." 
 
TODAY, WE HAVE A CHANCE TO PROVE THAT WE CAN REDUCE THE 
BUDGET DEFICIT, AND WE CAN DO IT FAIRLY. THE THRUST FOR A 
PROGRESSIVE BUDGET PACKAGE IS UNSTOPPABLE. 
 
LET'S BE SURE OF 1 THING. THERE IS A WORLD OF DIFFERENCE BETWEEN 
THIS DEMOCRATIC BUDGET PACKAGE AND THE BUSH ADMINISTRATION'S. 
THE DEMOCRATIC BUDGET RAISES, $16 BILLION IN REVENUES FOR FISCAL 
YEAR 1991, $10 BILLION OF WHICH COMES FROM THE 1 PERCENT OF 
AMERICANS WITH THE HIGHEST INCOMES. THE BUSH BUDGET SOUGHT $20 
BILLION IN REVENUES, BUT ONLY $3.2 BILLION FROM THE TOP 1 PERCENT. 
 



APPARENTLY, THE BUSH ADMINISTRATION'S CONCEPT OF BALANCING 
THE BUDGET IS HAVING THE LOWER- AND MIDDLE-INCOME PEOPLE PAY 
FOR THE TAX INCREASES, SEE THEIR MEDICARE PAYMENTS INCREASED, 
AND WATCH THE TAX CREDITS FALL TO THE WEALTHY. 
 
THE CLOCK HAS RUN OUT ON THE REAGAN PARTY FOR THE RICH. WHILE 
WE WERE ON REAGAN'S WATCH, THE SIZE OF THE FEDERAL DEBT 
DOUBLED, THE NUMBER OF MILLIONAIRES DOUBLED, AND ONE OF THE 
MOST CORRUPT ADMINISTRATIONS IN U.S. HISTORY SEVERELY DAMAGED 
THE FEDERAL GOVERNMENT. 
 
PRESIDENT BUSH WANTED TO KEEP THE PARTY GOING WITH HIS BUDGET 
PACKAGE. BUT, IN 1990, CONGRESS WILL NOT CONTINUE TO WINK AT THE 
RICH AND FAMOUS OF THIS COUNTRY, WHILE SOCKING IT TO THE MIDDLE 
CLASS AND THE WORKING POOR. THE AMERICAN PEOPLE MUST BE CLEAR 
ON THIS POINT. 
 
IT IS A COLOSSAL POLITICAL BLUNDER ON THE PART OF THE 
REPUBLICANS TO CATER TO THE WEALTHY WITH TAX CUTS AND TO 
DEFEND THE TAX BUBBLE. IT'S TIME TO MAKE THE WEALTHIEST 1 
PERCENT PAY THEIR FAIR SHARE AND BURST THE TAX BUBBLE. 
 
LET'S VOTE FOR THIS BUDGET PACKAGE. LET'S REDUCE THE BUDGET 
DEFICIT. AND LET THE ONUS BE ON PRESIDENT BUSH IF HE INSISTS ON 
VETOING A BUDGET PACKAGE THAT IS PROGRESSIVE AND FAIR, AND LET 
HIM EXPLAIN IT TO THE AMERICAN PEOPLE. THE ULTIMATE QUESTION 
STILL REMAINS: WHO WILL PAY FOR THE REAGAN REVOLUTION? 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 1/2 minutes to the distinguished gentleman from 
Texas [Mr. Armey]. 
 
(Mr. ARMEY asked and was given permission to revise and extend his remarks.) 
 
Mr. ARMEY. Mr. Chairman, I thank the gentleman for yielding. 
 
Let me make a quick static comparison of the two propositions, well, the one proposition 
before us and the one that should have been before us, using the CBO static scoring 
method sanitized for the insular world of Washington politics. 
 
The package before us, the package granted permission to be brought to the floor by the 
Committee on Rules controlled by the Democrat Party, ask us to vote $170 billion with 
increased taxes in order to achieve what is scored as $483 billion worth of reduced 
deficits. 
 
We were denied the right to bring a Republican alternative that would have had no 
increase in taxes, and would have been scored to reduce the deficit by $410 billion 



through spending cuts alone. That means there are $97 billion more in spending in the 
Democrat package brought to the floor than what would have been in the Republican 
package that was not brought to the floor. There are $127 billion in taxes in the Democrat 
package brought to the floor that are not in the Republican package that was denied the 
right to come to the floor. 
 
What is real is that there are real tax rate increases. There are real spending increases. 
These will survive when we move from Washington to the real world. However, when 
we get this package in implementation in the real world, should this package be passed, 
historical precedent tells Members that in the dynamics of the real world, the spending 
will go up more than what is projected. The tax receipts will go down. We will have an 
unrealized deficit reduction. The economy will be in a recession, and all that will have 
grown will have been the size of the Government and the power of the Democrat 
majority in Congress that has enabled it to deny the American people the right to have 
considered today, through a Democrat rule, not a democratic rule, to have considered 
today a nontax increasing real deficit reduction package. I say, vote "no." 
 
Mr. PANETTA. Mr. Chairman, I yield 4 minutes to the distinguished gentleman from 
Michigan [Mr. Wolpe]. 
 
[*H10112] (Mr. WOLPE asked and was given permission to revise and extend his 
remarks.) 
 
[Mr. WOLPE addressed the Committee. His remarks will appear hereafter in the 
Extensions of Remarks.] 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the distinguished gentleman from 
Florida [Mr. James]. 
 
(Mr. JAMES asked and was given permission to revise and extend his remarks.) 
 
Mr. JAMES. Mr. Chairman, time is running out on us. It is the middle of October, and 
still the Congress has not passed a budget. It is a shameful situation. But what is even 
more shameful is the fact that the Democrats in Congress continue to advocate a tax 
increase as the solution. They try to shroud the justification for this in talk of tax fairness 
and equity, but it is not true. The bottom line is that their proposals to add new taxes are 
being made to cover the fact that they cannot find the will to control spending. 
 
I have heard a lot of talk about tax fairness that everyone needs to pay their fair share. 
 
All of these things of course are true. But the cure proposed by the Democrats is wrong. 
If you want to eliminate the bubble, eliminate it, that's fair. But do not use that as the 
excuse to raise taxes on the middle class. What is not fair is the practice of increasing 
spending and then using class warfare as a justification for raising taxes to cover it. At a 
time when our economy is slowing down, we do not need higher taxes. And at a time 



when the fabric of our society is being strained, we do not need to be fanning the flames 
of hatred and jealously by invoking class or any other differences. 
 
The Republicans have a better solution: let us cut spending. It is the only real solution to 
the problem. 
 
Mr. PANETTA. Mr. Chairman, I yield 2 1/2 minutes to the gentleman from North 
Carolina [Mr. Price]. 
 
(Mr. PRICE asked and was given permission to revise and extend his remarks.) 
 
Mr. PRICE. Mr. Chairman, I rise in support of H.R. 5835, the Omnibus Budget 
Reconciliation Act, along with the Democratic alternative amendment which drops 
several revenue provisions and reduces the amount to be taken out of Medicare. 
 
Our budget chairman, Mr. Panetta, said earlier today that this is perhaps the toughest vote 
we will have to cast all year. Mr. Chairman, I am a member who feels that. Our country 
has taken a decade-long holiday from fiscal responsibility, and it is a painful and difficult 
process to turn that around. But the alternative, is the President himself has finally 
recognized, is fiscal ruin, further deterioration of our dangerously weakened economy. 
We simply must act, and act decisively. There is no other responsible choice. 
 
That is why the attitude of our Republican colleagues is so disappointing. They have been 
unable to come up with a package that does the job. They know that even $500 billion 
over 5 years I deficit reduction would not completely solve our problem, and yet they say 
that is too much; they simply cannot put a plan together. So they fall back on the stale 
rhetoric of the past, trying to mask the fact that they do not have a genuine alternative to 
put on the table. 
 
Well, the Rules Committee did the right thing in saying that the only alternatives that can 
be offered are those which meet the ground rules laid down by the President and leaders 
of both parties -- namely $500 billion in defict reduction. If the Rules Committee said to 
us Democrats, "You can miss the target by $100 billion," then of course we could spare 
ourselves some political heartburn as well. But we wouldn't get the job done that the 
American people rightly expect us to do. 
 
The fact is, Mr. Chairman, despite all the rhetoric about taxes, that this is a package that 
mainly relies on spending cuts -- two-thirds of the $500 billion in savings. It is not 
primarily a tax package, but a package of spending cuts and enforcement measures that 
will send a long overdue signal that America's decade of fiscal irresponsibility is over. 
 
This package is also fairer than many suggested it would be when the budget resolution 
was adopted 2 weeks ago. The Ways and Means Committee had taken full advantage of 
the flexibility the summit agreement and the budget resolution gave them, and the result 
is a package that shares the burden of deficit reduction far more equitably. The gasoline 
tax increase is gone -- entirely. The home-heating oil tax is eliminated. The most onerous 



Medical reductions have been removed. And we are finally going to ensure that the 
wealthiest among us -- those who have benefitted most from the shifts in the tax burden 
over the last 10 years -- will pay their fair share. 
 
Yes, Mr. Chairman, it is a tough vote, but it is also a necessary vote. It is a vote that will 
separate those who simply talk about fiscal responsibility and defict reduction from those 
who are determined actually to do something about it. It is time to stand up for our 
children and grandchildren and to stop passing to them the bill for our excesses. It is time 
to muster the courage to pass a true deficit reduction package, so that we can get to work 
on the numerous challenges facing our country. I urge a "yea" vote. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Illinois [Mr. 
Fawell]. 
 
(Mr. FAWELL asked and was given permission to revise and extend his remarks.) 
 
Mr. FAWELL. Mr. Chairman, it seems to me that one just cannot be responsible insofar 
as the majority is concerned if one is against raising taxes. In the final analysis, there is a 
not a finer man or a harder worker in this body than the gentleman from California [Mr. 
Panetta], but what he has in his reconciliation bill is a giant tax increase and the usual 
promises for "out-year" spending restraints. 
 
I have not yet seen real deficit reduction since I have been in Congress, and I am in my 
sixth year now. I have seen a lot of new taxes. They are for real. They come with the 
summit agreements which are presented to Congress from time to time. I have seen all 
these pledges about out years, that we will have spending constraints and so forth and so 
on. That has never happened. Indeed, I think the majority is absolutely incapable of real 
spending cuts or ever eliminating a program. The bias in this body is for spending and 
then taking more to cover still more spending. 
 
As a Member of Congress, and mostly I am talking to the majority party, we have got to 
look in the mirror and we have to see that we, ourselves, are the overspenders. We can't 
blame anyone else. We, the Congress, the majority party basically, is responsible for the 
fact that in 1990, this "out-year" of previous summits and of Gramm-Rudman, for 
instance, ran up a $220 billion deficit when we were supposed to have a big fat zero! That 
does not count $135 billion in borrowing from trust funds. That is $355 billion of new 
debt in a year when we are supposed to have zero deficit -- a balanced budget, for 
instance. And next year it is estimated that $293.7 billion of new deficits will be incurred 
and $145 billion more from trust fund borrowing, or a total of $438 billion will be added 
to our national debt. That is about $800 billion of new debt, almost a trillion dollars, in 
just 2 years -- at a time when Federal taxes are as great as they have ever been. So the 
problem is not a lack of taxes! It's simply profligate overspending. 
 
I speak to you people on the other side of the aisle. You have not balanced a budget for 
20 years in a row. How do you justify that? You are in control here. And you have got a 



$290 billion in interest on the national debt that you have to pay out each year for nothing 
-- to transfer to the very rich, because that is the amount of interest payments owed in 
1991 to the foreign and domestic investors. 
 
I mean, can you not once in a while look in the mirror and see that you have been 
prolifigate in overspending and the reason we have got to pay out $290 billion per year 
that buys nothing is because we have not been able to control our chronic overspending? 
 
It is time that we looked at overspending and had some respect for the evil it represents. It 
is time for line-item [*H10113] veto power for the President, and real budget reform and, 
yes, elimination of low-priority programs and a prescription on new Federal spending. 
None of that is in your reconciliation bill and without those reforms all of your promises 
to control outyear spending in 1992 to 1995 mean nothing. We know that from 
experience. 
 
Mr. PANETTA. Mr. Chairman, I yield myself 5 seconds to just urge the gentleman to 
look at the overall package, because two-thirds comes out of spending restraint and 30 
percent comes out of revenue, so I think it is a pretty balanced package. 
 
Mr. Chairman, I yield 1 minute to the distinguished gentleman from Michigan [Mr. 
Conyers], the chairman of the Committee on Government Operations. 
 
(Mr. CONYERS asked and was given permission to revise and extend his remarks.) 
 
Mr. CONYERS. Mr. Chairman, I rise in support of H.R. 5835. In its final form, after all 
the amendments are adopted, it will be a good bill given the limitations placed on the 
legislative branch to reach agreement with a President more intent on preserving the 
privileges of the wealthy than on rebuilding our economy and restoring fairness. 
 
I had hoped to be voting today for a package that is not only fiscally responsible, but also 
makes major new investments in our people, realizes the full possibilities of an end to the 
cold war, and fully recovers from the wealthy what was stolen from the rest of the 
American people during the greedy days of the 1980's. 
 
However, with the adoption of the Rostenkowski amendment on revenues and 
entitlements, I believe this bill represents a significant step in the right direction. 
 
Mr. Chairman, as the chairman of the Committee on Government Operations which has 
principal jurisdiction over reforms to the budget process, I also am here to offer my views 
on title XIV of the reconciliation bill, which makes extensive revisions to the Gramm-
Rudman-Hollings law and to the Congressional Budget Act. 
 
It is not easy for me to come before this body to speak in favor of including this title into 
the Reconciliation Act. In a very real sense we are creating Gramm-Rudman-Hollings 3. I 
opposed the original Graham-Rudman-Hollings law in 1985. I opposed the revisions 



made in 1987. And if I could have my way today I would propose a significantly 
different budget process reform bill. 
 
But this title, like the budget resolution the House passed last week, is a product of 
extensive negotiations with the administration at the budget summit. Budget task force 
meetings among relevant House committees have worked out the details of title XIV. 
Everyone knows the fate of the summit agreement is intimately linked with the budget 
process revisions and enforcement provisions of this title. 
 
There are two important provisions in this title the American people should know about. 
First, the surplus in the Social Security trust fund will no longer be able to be used by this 
"read my lips and read my hips" President to mask the true size of the deficit. Truth in 
budgeting will be advanced and the elderly better protected. 
 
Second, the administration will no longer be able to manipulate economic assumptions 
and overestimate tax collections, in order to trigger a sequester to reduce the deficit. As a 
result, Congress should no longer face the demagoguery of the White House as it tries to 
blame the Congress for causing a sequester which in reality is caused by unrealistic 
numbers from OMB. 
 
The changes envisioned by this title will undoubtedly create a straitjacket approach to 
Federal budgeting. This probably will ensure that greater deficit reduction is achieved 
than in previous years. On the other hand, it will take a great deal of discretion away from 
Congress when it comes to setting spending and revenue policy. 
 
For the next 3 years, and perhaps for the next 5 years, our hands will be tied tight. We 
will have little opportunity to raise new taxes to pay for our mounting social needs, to 
take advantage of what should be a large peace dividend, and to fund new investments 
needed to meet our urgent human needs and to make our work force more productive. 
And outside of today's vote on the Rostenkowski amendment, we will also have little 
ability to recoup the huge tax breaks which the wealthy have received over the past 
decade from supply-side economics. Such restrictions truly make these budget process 
revisions a mixed blessing. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Iowa [Mr. Lightfoot]. 
 
(Mr. LIGHTFOOT asked and was given permission to revise and extend his remarks.) 
 
Mr. LIGHTFOOT. Mr. Chairman, I thank the gentleman for yielding this time to me. 
 
Mr. Chairman, we have heard a lot of discussion this afternoon about the numbers. We 
have heard a lot of glowing rhetoric of why one package is good and why one package is 
bad. I would suggest that people who are watching this should listen to 10 percent of it, 
the other 90 percent of it put in the trash can where it belongs. 
 



But for just a moment, why are we having this discussion today? I would suggest to my 
colleagues that it boils down to the simple fact that the Democratic leadership in the 
Congress does it deliberately in a premeditated plan to force us into government by crisis. 
When we get into a situation where we have government by crisis with the constant 
threats of shutting down the Government, who wins? 
 
The answer is, the senior Democratic leadership who wishes to push through a package 
loaded up with all the wonderful goodies that they want, with all the wonderful taxes that 
they want. The bottom line of what we have done is make a shambles of representative 
government because people with different opinions and different ideas who were sent 
here to express those opinions are effectively shut out of the process. 
 
I think what we have seen displayed here today, the sheer raw power, the sheer 
arrogance, the sheer push to see that only one package is brought to this floor, is the best 
demonstration that you can ever see of what is happening in the Congress of the United 
States, where quite frankly we have four or five men in senior leadership positions who 
are ruling this country, effectively shutting the American people out. It is time for a 
taxpayers' revolt. I am ready to sign up. 
 
Mr. SLATTERY. Mr. Chairman, I yield 2 minutes to the gentleman from North Dakota 
[Mr. Dorgan]. 
 
Mr. DORGAN of North Dakota. Mr. Chairman, I thank the gentleman for yielding this 
time to me. 
 
Mr. Chairman, I have been listening to this debate in my office. It was interesting to think 
that this country is literally drowning on debt. It is almost like a Titanic headed for an 
economic iceberg. The debate here is quibbling about room service. 
 
When, oh when, is there going to be a wake up call for everybody in this Government? 
Each side has something to offer in this debate. 
 
Yes, we ought to cut spending. Of course, we ought to cut spending, and we do so in our 
package. You are right about that; but yes, we need more revenue. Will you not wake up? 
We must have more revenue as well. The goal, after all is to reduce the national debt by 
$500 billion -- not some trifling sum. 
 
I have been about 10 minutes on the floor and I have heard the words hatred, jealousy, 
class warfare. What tired foolish empty rhetoric from people who apparently have walked 
away from responsibility to govern. 
 
The President sent a budget down here and not one of you on the other side offered it. We 
made in order a rule that said you could offer it not just that budget -- you can tinker with 
it, you can make changes, and you did not offer it. 
 



Now we have allowed the Republicans who went to the Rules Committee and said, "We 
want to offer an alternative today, but we can't come up with the $500 billion; $400 
billion is our plan. We want to borrow $100 billion more and have the grandchildren pay 
for it. 
 
What kind of a plan is that? 
 
Then you stand on the floor and blame the Democrats. In ranching country we have a 
saying that describes [*H10114] that kind of a proposal. "All hat and no saddle." 
 
Why do we not decide to get the best of that both sides have to offer? Why do we not put 
something together that heads this country in the right direction, that really does reduce 
the deficit? After all, good government is much more than good sloganeering. Let us 
decide today to join hands and take the best ideas from each side. The best that both have 
to offer and put this country back on track. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Florida [Mr. Grant]. 
 
Mr. GRANT. Mr. Chairman, I want my colleagues on this side of the aisle to know that I 
know the gentleman from California [Mr. Panetta]. I believe that his motives are entirely 
good in this effort. I know him. He is a decent and honorable man. I think the issue here 
is that we just fundamentally disagree on how we ought to be approaching the solution to 
this budget issue. We at least have agreed on one thing, and that is that we need to 
balance our budget. 
 
There are just four ways that we can do it. We can increase taxes. We can cut spending. 
We can increase productivity, or we can do some of those three. 
 
The Democrats have said, well, let us raise some money, $150 billion or $180 billion 
over 5 years. Let us cut some spending and it will add up to $500 billion deficit reduction 
over 5 years. 
 
Those of us who are Republicans have some problems with their specifics. In the first 
place, we do not think we need to raise taxes. We pretty much dislike the fixation that has 
been put here on the rich against the poor. The fact is, we do not want to tax anybody, 
rich or poor. 
 
There is a simple fact here, too. There are just not enough rich people to go around to 
spread that much taxes. Instead, we think there is a better way. We can cut Government 
spending. We can freeze spending levels, and that is real freezes, not spending adjusted 
for the cost of continued programs, not the silly way, but freezing real spending. 
 
We can cut foreign aid. In our program, if we were allowed to offer it, it would have cut 
foreign aid by $10 billion. 
 



We could have cut defense by $170 billion. Then we could have cut some entitlement 
programs on which most of the Democrats and Republicans agree. 
 
The fact of our argument today is that we just do not think we ought to stop at this point, 
that we are being forced to stop at this point. We would have preferred to continue the 
negotiations a little further or even had a vote on our proposal. 
 
Now, I did not vote to sequester the Government. I voted for those extensions of the 
Government. I thought it was reasonable to do so and would have done so again. 
 
I think what we need at this point, Mr. Chairman, is just a little more time. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentleman from 
Florida [Mr. Smith]. 
 
Mr. SMITH of Florida. I thank the chairman for yielding, and I wish to pay tribute, great 
tribute for the incredible amount of work and effort that the chairman has put into this. 
 
Let us not talk to each other with our own words. Let us hear from somebody else, an 
interested observer, the editorial in this week's U.S. News & World Report, and I quote: 
 
George Bush dramatically asserts that our nation may not survive the "cancer" of the 
deficit and solemnly advises us: "When you get a bill, the bill must be paid. When you 
write a check, you're supposed to have money in the bank." Well, Mr. Bush, America has 
been writing checks without money in the bank for the 10 years you have been Vice 
President and President. If deficits were so dangerous, where were you when the Deficit 
Decade added more than $2 trillion to the national debt? No wonder this turnaround and 
other flip-flops arouse such cynicism and anger. 
 
Mr. Bush loses more credibility as a fair guardian of the Treasury by his obsession with 
maintaining the lowest rates that the very rich pay and reducing the capital-gains tax; 
even Republicans acknowledge that such measures would increase the deficit by $19 
billion over five years. His justification for lower taxes for the rich is that this would 
actually help middle and lower-income groups by stimulating the overall economy and 
creating jobs. 
 
Remember that, trickle down? Are you all wet enough yet? 
 
How's that? In the 1980s, when we had low marginal tax rates for the rich, growth rates 
for the GNP, productivity, savings and investment all went down, compared with the 
three previous decades when deficits were lower and tax rates were higher. Without the 
huge increase in second earners, mainly women, there would have been no increase at all 
in real family income. The truth is that the economy benefits more from lower deficits 
and lower interest rates than it does from lower marginal tax rates, higher deficits and 
higher interest rates. 
 



That is a disinterested observer of this process. 
 
We are here after 10 years because of profligate defense spending and two ill-advised tax 
cuts pushed by two Republican Presidents, supported by the bulk of the Republicans in 
this House. 
 
Mr. Chairman, it is time to pay the bill. It was a mistake. Now we are trying to cure it. 
We have got a package of spending cuts and tax savings by virtue of putting back where 
it belongs the tax rate on people who can afford to pay and not have the middle class get 
it once again. And the reality is when it comes to step up to the plate to hit that ball, make 
a home run for America, the Republicans are nowhere to be found. Democrats are going 
to do this. 
 
If that is what it is going to take, oh, yes, we will do it. And it is not anything that has to 
do with taxes, that the American people are upset about; it is that they are upset that taxes 
are being paid by them and not by people who can afford it more. 
 
We are going to rectify that, whether you like it or not, whether the President likes it or 
not. It is going to be rectified, and the people of this country are going to have a 
progressive tax system that works for America. 
 
Mr. FRENZEL. Mr. Chairman, I yield 3 minutes to the chairman of the Republican 
conference, the distinguished gentleman from California [Mr. Lewis]. 
 
Mr. LEWIS of California. Mr. Chairman, I would remind the gentleman from Florida that 
it has been the Democratic Party that has dominated this House for 40 years. The House, 
by our Constitution, pases appropriation bills. They have their origin here. If the deficit is 
the result of spending, and I think the public understands that, it clearly lies in the laps of 
the Democratic majority. 
 
Mr. Chairman, the liberal Democrat leadership plan is a half baked recipe for recession. It 
cynically panders to the poor, while extending Democratic rhetoric to soak the rich. 
Twice cynical because their 10 percent tax on those who earn over $1 million raises little 
money and has the purpose of diverting attention from a cleverly crafted provision to 
increase taxes on the backs of working Americans. 
 
Tax rates rise from 28-33 percent and hide their plan to return to bracket creep. 
Remember bracket creep -- whereby inflation pushed working families through upper 
brackets because of inflation alone? That is the time bomb hidden in this political plan 
crafted with elections only 3 weeks away. 
 
To the liberal Democrat leadership -- it's your choice as we go to conference. Will your 
majority in both Houses decide to govern or will it be business and politics as usual? 
 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Montana, [Mr. Williams]. 



 
Mr. WILLIAMS. I thank the chairman for yielding. 
 
Mr. Chairman and my colleagues, the American people have denied the Republicans the 
majority leadership in this Congress for a third of a century. Today we are witnessing the 
reason for that. The Republicans in this House do not conduct themselves as the loyal 
opposition. They are not a political party attempting to govern.  
 
The Republicans in this House are a political terrorist SWAT team. They have taken their 
own President hostage, and they are using him as a shield against the American voter. 
 
By failing to even develop a budget that meets the Gramm-Rudman budget summit 
requirements for deficit reduction, the Republicans have adopted a scorched-Earth 
position of [*H10115] opposing everything, their own President, the Senate, and the 
House. 
 
These Rambos of the right, unable to govern, have no plan to offer, want no compromise, 
seek no consensus. They desperately intend this mindless assault of political terrorism to 
distract, to confuse and to frighten. 
 
The Republicans in this House want to mine the harbors, burn the villages, take no 
hostages, savage their own President, lay waste to this institution and enrage the public's 
anger at incumbents and at this Congress. 
 
Make no mistake, they do not want to govern, they only want to lay waste. 
 
You do not deserve to govern, because you cannot govern. 
 
Mr. FRENZEL. Mr. Chairman, I yield myself one-half minute to try to recover from that 
savage onslaught against this 40 percent of the House for having despoiled America all 
these years. It is a bit of a surprise that while we have served in our oppressed minority, 
we have made all this policy, however incendiary. 
 
We certainly apologize to the gentleman from Montana if our 40 percent, which has 
never been allowed to make an amendment, has disrupted any of his service here in the 
House with its fierce power. 
 
Mr. Chairman, with that, I yield 2 minutes to the distinguished gentleman from 
Pennsylvania [Mr. Ritter]. 
 
(Mr. RITTER asked and was given permission to revise and extend his remarks.) 
 
Mr. RITTER. Mr. Chairman and my colleagues, the real damage of the Democratic 
budget package is in its rich-versus-poor, soak-the-rich rhetoric. 
 



It will do harm to economic growth in this country. I think it is economic growth which 
produces the tax revenues. It is economic growth, stalled at the present time, which has 
made the deficit yawn open. 
 
Liberal Democrats have absolutely learned nothing from the 1980's period of economic 
recovery. We had the longest period of economic recovery in the history of the United 
States of America, and we did it with a doubling of tax revenues. 
 
Now, those tax revenues just happened to rise when the tax rates were cut. 
 
One other assault on economic growth: The middle class is about to lose indexing. They 
say 1 year. Well, it is 1 year and then all the years after it, if they go back to indexing. 
But who sitting here believes that the taxocrat Democrat Party is going to give up this 
wonderful source of new revenues for new programs that they can go out and present to 
their constituency. 
 
Let us face it, Democrats are elected because they provide these presents for all these 
people. 
 
That is the real difference, ladies and gentlemen, between the two parties; one sees the 
strength of America as Federal programs provided to as big a constituency as humanly 
possible, and the other sees the strength at the grassroots back home in our congressional 
districts. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from Indiana [Mr. 
Visclosky]. 
 
Mr. VISCLOSKY. I thank the gentleman for yielding. 
 
Mr. Chairman, in going door to door this weekend, I bumped into a gentleman who had 
emigrated from England, was recently naturalized, and asked if I had watched the series 
on the Civil War. He wanted to talk about the budget. 
 
Mr. Chairman, I said, "Yes, I have," and he said, "Do you realize that 620,000 people 
died to provide this Nation with a strong and vital future, and people like me want you to 
preserve that, and to make a decision and to lead?" 
 
Mr. Chairman, that is what we are are here today about, and that is why I support the 
Democratic package. 
 
I feel constrained, not wanting to place blame, to respond to several arguments made on 
theother side, however, the rhetoric of Dr. Feelgood, and that is in 1980 we were told can 
solve the budget problem by simply helping the wealthy. In 1990, we are told we can 
solve the budget problem by cutting the deficit less, and there is no taxes in our package. 
 



I would simply ask, "What do you call the additional $20 billion in interest that the 
American people are going to have to pay because you fell short today by $100 billion?" 
 
We must adopt the Democractic package. We must lead this country, and we must act 
responsibly. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentlewoman from 
Illinois [Mrs. Martin]. 
 
Mrs. MARTIN of Illinois. Mr. Chairman, rather than calling anyone awful or terrible, just 
maybe we could look at the bill for a second. I am even willing to admit, although we 
have different roles, we would all like to cut the deficit. I really have never heard of a 
politician of any party saying, "Let's have a big deficit." So, let us not accuse. We may 
differ on how we want to get there. 
 
As I looked at this bill, because, as one tries to make decisions, the one thing I do not 
think has been made clear enough to any of us is that in the particular bill we are voting 
on 70 percent of the bill is new revenues. Some are taxes, some are user fees, some are 
increased costs. But for those who talk about savings, as if perhaps there is change in a 
program addict, differences that would exist past this first year, I think that is disturbing 
even for those who might otherwise want to support the bill. 
 
In other words, Mr. Chairman, it is the reverse of a TEFRA. This one would be $3 worth 
of new revenues. We get a dollar's worth of cuts. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from Arizona [Mr. 
Kolbe]. 
 
(Mr. KOLBE asked and was given permission to revise and extend his remarks.) 
 
Mr. KOLBE. Mr. Chairman, at last we are at the moment of truth. After all the 
skirmishing of the past 2 weeks, after all the various alternatives that have been offered, 
after all the efforts at compromise, the true colors of the Democrats in the House are 
revealed this afternoon. 
 
What are those colors? It is the red flag of spending and taxing. The trouble with 
Democrats is that they have never met a spending program that they didn't want to 
increase.  
 
And this Democrat tax bill proves that: It says, let us tax consumers with higher taxes on 
beer, wine, and cigarettes; tax the poor who depend on their old autos by doubling the gas 
tax; and tax every American with an income above $20,000 -- that is how the Democrats 
define the rich - - by not indexing their taxes for inflation. Bracket creep -- it is the old 
Democrat shell game: Tax everyone by taking a bigger chunk of their incomes as they 
struggle to keep ahead of inflation. It's insidious, and it is wrong. 
 



At the same time, the Democrats will not cut spending. Well, that is not quite right. They 
will cut defense, they will cut protection for our soldiers and sailors in the Middle East. 
But there is not a Federal bureaucrat they will cut, not a grant to an agency they will 
eliminate, not a dime of foreign aid they will keep here at home. 
 
So, you say, it's easy to be negative. Where's your alternative? Well, there is an 
alternative, but you're not going to see it on the floor today. In the absolute height of 
cynicism the Democrat Rules Committee -- not the House Rules Committee -- but the 
Democrat Rules Committee, refused to allow the Republican alternative to be offered. 
Why? Because they are afraid to let their own Members vote on a plan that cut spending 
but doesn't raise taxes. 
 
The Republican alternative would reduce the deficit by over $400 billion in the next 4 
years. It would do this without making drivers pay more gas taxes, without raising the 
taxes of every American by freezing bracket indexing, without taxing beer and wine and 
cigarettes more, without adding a higher Medicare premium for every senior citizen. 
 
How would it accomplish this? By cutting spending. It would freeze -- absolutely freeze -
-spending on all defense and domestic spending programs for 3 of the next 5 years and 
allow only an inflationary increase in the other two. Simplistic? Perhaps, but the 
American people by a margin of 83 to 12 percent say that is what they want to do. 
 
[*H10116] Isn't it sad that the American people aren't going to be given an opportunity 
today to vote on an alternative that would cut spending? Perhaps they'll want to send 
another message to this House on November 6. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the gentleman from Illinois [Mr. 
Durbin]. 
 
(Mr. DURBIN asked and was given permission to revise and extend his remarks.) 
 
Mr. DURBIN. Mr. Chairman, in lieu of several years in purgatory, I have instead listened 
closely to this debate over the last 3 hours. As I have listened to this debate, I have 
decided it is important for me to come to the floor and issue an apology. 
 
First, let me say this: I know how difficult it must be on the Republican side of the aisle. 
They could not find one Member on the Republican side of the aisle of the House to offer 
President Bush's budget earlier this year. Then, when the President came with his summit 
agreement, promised the Sun, the stars, and the Moon to the Republican side of the aisle, 
they could not muster the votes necessary, nor could the Democrats for that matter, to 
enforce President Bush's idea of how to deal with the budget deficit. So, left to their own 
devices and their own conference, they were asked to come up with their own plan on 
cutting the budget deficit, and again they fell short of the mark. 
 
Mr. Chairman, I listened on the floor today anxious to hear how my colleagues on the 
Republican side of the aisle would deal with these failures, and what I heard from them in 



their frustration, in their desperation, in their sputtering and gasping for political breath, 
in their search for someone to blame, they could come out with only two words: Jimmy 
Carter. 
 
Give me a break. It has been 10 years since Jimmy Carter was President. The 
Republicans have got to come up with a better excuse. 
 
The fact is that the Republicans have controlled the White House for 10 years, and the 
fact is that we have had recordbreaking deficits and, if we add all of the overspending of 
Congress, from $200 to $300 billion in that 10-year period of time, we still have $2 
trillion of deficits directly attributable to Republican Presidents. 
 
Now today we face a responsible alternative, and there is only one alternative on the floor 
because only one met President Bush's criteria. That responsible alternative was 
addressed by a friend of mine, in my district, last weekend. He came up to me in the 
shopping center and said, "Congresman, I'm not too happy with what's going on in 
Washington, but, if you're there fighting so that the people who can afford to pay taxes 
are going to pay their fair share, keep up the fight." 
 
Mr. Chairman, that is painful for a lot of Republicans to accept. They say that this is our 
soakthe- rich philosophy, but, if we look at the statistics over the last 10 years of 
Republican philosophy, of Reaganomics, the middle class in this country have suffered. 
Sure, higher taxes are being paid by the rich, but they are earning a heck of a lot of more 
money. That is why they are paying more, and they can pay even more at this moment. 
 
As part of the Democratic plan, we are assessing a tax. My colleagues hear people 
standing on the Republican side of the aisle saying, "We believe in the economic growth 
theory of pampering the privileged." Give me another break. If a millionaire cannot 
afford a 10-percent surcharge in America, how can we impose President Bush's 12-cent-
a-gallon Federal gas tax on a working family? 
 
Mr. Chairman, ours is the fairer approach. It is an approach which gives to working 
families in America a tax break with a new capital gains provision aimed at helping them, 
not the superrich. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Florida [Mr. Ireland]. 
 
(Mr. IRELAND asked and was given permission to revise and extend his remarks.) 
 
Mr. IRELAND. Mr. Chairman, the Democrats are once again trying to pull the wool over 
the eyes of the American people with their Democratic tax plan. This new stealth taxation 
is called the elimination of indexing. 
 
However, my colleagues, it does so at the expense of the real purchasing power of the 
American people. 



 
This proposal will not add a penny to the taxes paid by the rich. If someone is in the 
highest tax bracket, when indexing is eliminated they will not be affected at all. But it 
will add $36 billion in taxes to the lower and middle-income tax-paying Americans. I say, 
"If you're now in the zero income tax bracket, you could be pushed into the 15-percent 
tax bracket. If you're now in the 15-percent tax bracket, you could be pushed into the 28-
percent tax bracket. While inflation may indeed increase, your income, your purchasing 
power, stays the same. But you'll be forced into a higher tax bracket, and, lo and behold, 
under the tax plan of the Democrats, your take-home pay will be reduced." 
 
So, Mr. Chairman, what our Democratic colleagues are proposing is to force taxpayers to 
feed Uncle Sam before they feed their families. It means less spending power for those 
who already earn the least. It means an arbitrary pay raise for an already bloated and 
ineffective Government bureaucracy. 
 
I have a word of advice for lower and middle income Americans. The next time a 
Democrat says that his party is the party of the lower and middle class, look beyond his 
mouth. One could very well find his hand in their pocket. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Virginia [Mr. Parris]. 
 
Mr. PARRIS. Mr. Chairman, I have watched with some amusement today as the 
Members of the majority try to paint this budget as reality. Time permits just two 
examples of the Democratic illusion on spending cuts. 
 
Do you know where they found $9 billion in savings? By raising the Federal bank deposit 
insurance premium by a small percentage, they claim a $9 billion savings, on the theory 
that the premium increase will prevent several bank failures and the Government will not 
have to pay the cost of closing those institutions. 
 
Do you know what happened when the Energy and Commerce Subcommittee on Health 
and the Environment found that they had raised $800 million more than they expected 
through fee increases in this budget? Did they apply it to deficit reduction? Oh, no, they 
created a new entitlement program which will cost $798 million out of the $800 million 
that they found in new fees. A new Government spending program that they call a 
savings. 
 
Mr. Chairman, come on. Let us clear the smoke and smash the mirrors. It is high time for 
a little accountability around here. Reality is upon us, and it is finally time we recognized 
it. 
 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
New York [Mr. Rangel]. 
 
(Mr. RANGEL asked and was given permission to revise and extend his remarks.) 



 
Mr. RANGEL. Mr. Chairman, I read somewhere that someone had written that the next 
thing worse than a dumb campaign promise is keeping a dumb campaign promise. 
Somewhere along the line an attractive phrase came up, "Read my lips." The 
distinguished Vice President took that and climbed his way all the way to the Presidency 
of the United States. 
 
But any economist can tell you that when you take a look at your books and you find that 
the third largest item in your budget is just paying the interest on the money that you have 
borrowed over the last decade, and that you would find that the preceding administration 
had borrowed more money than all of the Presidents that the Republicans had since 
George Washington, it seems to me that it is time for the President to take off his 
campaign hat and put on the hat of the President of the United States and the leader of the 
free world. 
 
Mr. Chairman, you have to recall it was not that long ago that the President ventured out 
to Andrews Air Force Base and, with Democrat and Republican leaders, mumbled 
something that sounded like "taxes." It has not been that long ago that some responsible 
Republicans have said that [*H10117] in order to meet our reduction in the deficit, we 
had to cut spending, yes, but we had to raise some money as well. 
 
So it seems to me that if one wants to label the Democratic Party as pandering to the 
poor, is it asking too much that somewhere in the Nation's Capital we be concerned about 
the people who are homeless, the people who are jobless, and the people who are 
hopeless? If that is the label you want to stick on Democrats, then, thank God there is 
someone here that is willing to have the courage to say that you can only cut so much, 
and, yes, we have to raise revenue. 
 
Mr. FRENZEL. Mr. Chairman, I yield myself 16 seconds to remind the House that within 
this budget resolution that the Democrats just voted for, there is a modest increase in the 
debt ceiling from $3.1 trillion to $5 trillion, making the increases of the past decade look 
minuscule. 
 
Mr. Chairman, I yield 2 minutes to the distinguished gentleman from California [Mr. 
Lagomarsino]. 
 
(Mr. LAGOMARSINO asked and was given permission to revise and extend his 
remarks.) 
 
Mr. LAGOMARSINO. Mr. Chairman, I rise in opposition to the omnibus tax increase 
bill we are considering here today. History has proven that tax increases do not work and 
several of my colleagues have proven that tax increases are not needed to balance the 
Federal budget deficit. 
 
Unfortunately, the majority democrats in the House have chosen to prohibit debate on our 



alternative to this budget package which would balance the budget with responsible 
controls on spending growth and no new taxes. There is a very basic rule to balancing a 
budget that most American families understand very well. If you are spending more than 
you have, cut back on your spending. The Federal budget deficit will not be eliminated 
unless Federal Government spending is brought under control. 
 
History clearly proves, tax increases lead to spending increases. In fact, since World War 
II, every $1 increase in taxes, has led to more than a $1.50 increase in Government 
spending. Now we are being asked to support almost $145 billion in tax increases over 5 
years with no significant spending control in sight. Are we supposed to believe that 
everything is going to be different this time? Worse than that the package will stifle 
economic growth. 
 
Members concerned about reducing the deficit can start by repealing the 33-percent pay 
raise that passed Congress last year. How can Congress accept such an obscene pay 
increase and then call for extra taxes on American taxpayers? Any reconciliation package 
aimed at reducing the Federal budget deficit should include a repeal of the congressional 
pay raise. 
 
I urge my colleagues to reject the suggestion that increasing taxes leads to deficit 
reduction. Further, I urge my colleagues to reconsider the merits of the Republican plan -- 
a balanced budget plan that allows for a strict control on annual spending growth, much 
needed reforms in the budget process, and progrowth initiatives for a strong American 
economy. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
California [Mr. Packard]. 
 
(Mr. PACKARD asked and was given permission to revise and extend his remarks.) 
 
Mr. PACKARD. Mr. Chairman, here we go again. Higher taxes for virtually all 
Americans, and not just for the rich. And here we go again, increased spending in 
virtually all categories, except defense. 
 
That is what this package will do. And what will be the end result? Recession. Recession. 
It has happened before. It is a return to the Carter days of higher interest rates, higher 
unemployment, higher inflation, malaise. It is deja vu all over again. 
 
Mr. Chairman, you say Americans want us to govern. Well, they do not want us to return 
to the days of higher taxes and more spending. That is not governing. The American 
people do not care whether it is a Republican plan or a Democratic plan. They want and 
deserve a responsible budget. 
 
This bill is not responsible. I think we can come up with a responsible budget somewhere 
between what the Republicans are recommending and what the Democrats have. 
 



The CHAIRMAN. The Chair will notify the gentleman from California [Mr. Panetta] that 
he has 14 1/2 minutes remaining, and the gentleman from Minnesota [Mr. Frenzel] has 15 
minutes remaining. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
California [Mr. Lehman]. 
 
Mr. LEHMAN of California. Mr. Chairman, the proposal before us represents a much 
fairer approach to deficit reduction than the one this House rejected last week. This 
proposal does not contain a regressive gas tax hike. It does not make the unemployed 
suffer by cruelly forcing them to wait 2 weeks for their first check. It reduces the increase 
in Medicare premiums and the deductible amount. It is fair to rural hospitals, many of 
which would have gone broke if the summit plan had been enacted. 
 
Of course, there are new taxes. That issue was resolved when President George Bush 
endorsed new taxes. But what the Republicans do not like is, these taxes are fairly 
distributed. The very rich pay the most. After all, it was they who partied the hardest 
during the past 10 years. The result will be lower interest rates and a healthier economy. I 
suggest the rich will make more money than ever before. 
 
The Republicans offered no alternative. They cannot meet the basic requirement set down 
by their own President. They cannot get to $500 billion, even with spending cuts. The 
President, the bipartisan leadership, and the American people asked for $500 billion, but 
you came up short. If you cannot meet the ante, you do not belong in the game. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentlewoman from 
California [Ms. Pelosi]. 
 
Ms. PELOSI. Mr. Chairman, I thank the gentleman for yielding. I rise in strong support 
of H.R. 5835 and for the Democratic alternative, and commend the gentleman from 
California [Mr. Panetta] and the gentleman from Illinois [Mr. Rostenkowski] for their 
leadership in presenting this package today. 
 
Mr. Chairman, I opposed the summit agreement we had before us before because it did 
not recognize the realities of life for young American families, and because it gave a tax 
break to business at the expense of our senior citizens. 
 
The Democratic package before us today is a vast improvement for young and old alike. 
By eliminating the bubble and placing a surtax on those making over $1 million a year, 
we have lessened the tax burden on young Americans with young families. As we look to 
the future, we must examine how our decisions affect young families and those older 
Americans. 
 
Mr. Chairman, I believe the Democratic alternative does just that. I commend the 
gentleman from California [Mr. Panetta] again, and the gentleman from Illinois [Mr. 
Rostenkowski] for their leadership. 



 
I would also like to say to Members on the other side of the aisle that the statute of 
limitations on blaming Jimmy Carter has run out, but it has not run out for Ronald 
Reagan. 
 
Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the gentleman 
from Idaho [Mr. Craig]. 
 
(Mr. CRAIG asked and was given permission to revise and extend his remarks.) 
 
Mr. CRAIG. Mr. Chairman, I stand in opposition to any legislation that will raise taxes 
and plunge this economy into a recession. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Florida [Mr. McCollum]. 
 
(Mr. McCOLLUM asked and was given permission to revise and extend his remarks.) 
 
Mr. McCOLLUM. Mr. Chairman, we have had several Democrats out here today tell us 
that we cannot solve the deficit without raising taxes, and that is nonsense, technically. 
Of course we [*H10118] can solve the deficit if we are just willing to cut spending. 
 
What these Democrats are saying in bold and plain terms is that they control the U.S. 
House of Representatives, in the majority and in every other way, as they have for 36 
consecutive years, and that they, the Democrats, will not solve this deficit without raising 
taxes. And that they, the Democrats, will not cut spending on the domestic discretionary 
side. That is what they are saying. That is the only thing that is negative here. 
 
We Republicans for years have been advocating cutting spending, at least holding to in 
part a hard freeze and doing something to let the growth in this economy break us out of 
this problem, and we have gotten nowhere because we are not in control. We are not in 
the majority. We are the minority, but we do speak for the majority of the American 
people.  
 
The overwhelming majority say cut spending, do not increase taxes, and let us be sensible 
and reasonable. Let us defeat, frankly, for the American people, this abhorrent plan 
coming out of that side of the aisle, this ridiculous new tax and spend proposal that is not 
new at all. It is the same old Democrats, tax and spend, tax and spend theme that I have 
heard the entire time that I have been in Congress. 
 
The American people are sick and tired of it. Let us defeat it. Let us get rid of it, and let 
us get on with doing what they want, which is cutting the spending on the domestic 
discretionary side. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from New Jersey 
[Mr. Torricelli]. 



 
Mr. TORRICELLI. Mr. Chairman, what kind of people have we really become in 
America? The economy of the Nation is imperiled. There is a hormorrhaging debt. Our 
future is in doubt, and there is a burden to be borne. 
 
Just as other nations were summoned to war, we are summoned to solve the economic 
and the fiscal woes of our country. 
 
Who do the Republican minority summon to lead this fight? The elderly, children, people 
of modest means. And to what end? To protect middle-income people? 
 
Mr. Chairman, the most feared words in America are, "I am a Republican and I am 
concerned with the middle class." Please, what we ask is a 10-percent surcharge on 
millionaires, a charge on people who buy yachts and airplanes. That is who we serve to 
protect. 
 
We have malice for no one, but working families and middle-income people did not 
benefit from the tax programs of the last 10 years. Children and the elderly received no 
windfall, and so rightfully now we ask those who have benefited to pay the bureden and 
to bear the freight. 
 
Mr. Chairman, we ask these things because America is worth it. 
 
I do not know who it is the Republicans seek to serve here today, whether it is holding 
their own offices or escaping responsibility. But it is time to take leadership. This bill 
offers that leadership. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the distinguished gentleman from 
Florida [Mr. Lewis]. 
 
(Mr. LEWIS of Florida asked and was given permission to revise and extend his 
remarks.) 
 
Mr. LEWIS of Florida. Mr. Chairman, I thank the gentleman for yielding time to me. 
 
Mr. Chairman, $145 billion in new taxes, that is what we are talking about, and do not 
forget it. And in just a little while we will hear an amendment be brought to the floor. 
What is that going to do? It is another higher mess of taxes. 
 
This bill that we are talking about is more disingenuous, more fraudulent than the one 
that we refused just a week and a half ago. 
 
Ladies and gentlemen, this is a terrible thing we are doing to the American public. The 
American people are screaming for relief. They are sick and tired of being taxed to death. 
If Members do not believe me, go out in the streets and ask them. Ask them in front of 
this Capitol, ask them in the supermarkets, ask them anywhere. They want relief. 



 
And I am so sick and tired of hearing about we will not tax the rich, we will not do this 
and we will not do that. Why do we not start working together like we should? We are 
elected as a body, and once we are here we should act like a body. Let us bring relief to 
the American public. The American people need a break, and let us give them a break. 
 
This morning after coming back to the Capitol after spending all night on a conference 
committee, I smelled a tremendous odor when I got outside the Capitol, and do you know 
what I think I smelled? The Democrats cooking up another budget. The American people 
deserve better. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
New Mexico [Mr. Richardson]. 
 
(Mr. RICHARDSON asked and was given permission to revise and extend his remarks.) 
 
Mr. RICHARDSON. Mr. Chairman, there is something worse than not having a budget 
Friday and shutting down the Government, and that is a lame duck session. Talk about 
the voters being mad now. Wait until we go back and face the voters when there is a lame 
duck session and we haven't acted on the deficit. 
 
House Republicans have their plan, and House Democrats have their plan, but where is 
PresidentBush? Where does he stand? Why is he more comfortable negotiating with 
Gorbachev than he is with Rostenkowski or Bentsen? Why does he build coalitions in 
foreign policy and negotiate face to face, and be totally engaged with foreign leaders, and 
when it comes to the budget and domestic policy he is not interested. In fact, he is out 
campaigning for Republican candidates, playing politics? 
 
We are stuck here in Washington. We are absorbing these painful debates with extreme 
difficulty, both sides, but the President is out. Where is he? We need the President to 
show some leadership? 
 
THE DEMOCRATIC ALTERNATIVE IS A PLAN THAT IS A DRAMATIC 
IMPROVEMENT OVER THE BUDGET SUMMIT AGREEMENT OR ANY OTHER 
PROPOSAL. WE HAVE ATTEMPTED TO REFLECT THE STRONG SENTIMENTS 
OF DEMOCRATS ABOUT TAX FAIRNESS. THE PLAN IS BOTH SIGNIFICANT 
AND REAL. 
 
THE DEFICIT REDUCTION ISSUE HAS SERVED TO HIGHLIGHT 
PHILOSOPHICAL DIFFERENCES BETWEEN DEMOCRATS AND REPUBLICANS. 
THE GOAL OF THE BUDGET SUMMIT AGREEMENT ENDORSED BY THE 
PRESIDENT AND THE BIPARTISAN LEADERSHIP WAS TO REDUCE THE 
DEFICIT BY $500 BILLION OVER THE NEXT 5 YEARS. THE DEMOCRATIC 
ALTERNATIVE FULLY ACHIEVES THAT LEVEL OF DEFICIT REDUCTION, 
BUT IN A WAY THAT IS FAIR TO ALL AMERICANS. 
 



THE BUDGET SUMMIT AGREEMENT WHICH THE HOUSE REJECTED ON 
OCTOBER 4, CLEARLY PLACED FAR TOO MUCH OF THE DEFICIT 
REDUCTION BURDEN ON MEDICARE BENEFICIARIES, AS WELL AS OTHER 
LOW- AND MIDDLE-INCOME AMERICANS. WE HAVE A FAR SUPERIOR PLAN 
THAT REQUIRES MORE OF A CONTRIBUTION TO DEFICIT REDUCTION FROM 
INDIVIDUALS WHO ARE BEST ABLE TO AFFORD IT. 
 
THE DEMOCRATIC ALTERNATIVE ALSO PUTS AN END TO THE FALSE 
NOTION THAT ONLY WEALTHY AMERICANS ARE ABLE TO HELP THE 
ECONOMY GROW. WE HAVE GREATER CONFIDENCE IN MIDDLE-INCOME 
AMERICANS. THIS ALTERNATIVE PROVIDES SAVINGS AND 
INVESTMENT INCENTIVES TO THE SMALL BUSINESSMEN, FARMERS AND 
SMALL INVESTORS WHO ARE THE BACKBONE OF OUR ECONOMY. A 
DEFICIT REDUCTION PACKAGE THAT IS BOTH FAIR AND REAL IN THE BEST 
STIMULUS FOR ECONOMIC GROWTH.  
 
ENACTMENT OF THE DEMOCRATIC ALTERNATIVE WILL BE A MAJOR STEP 
FORWARD FOR OURCOUNTRY, RESTORING FAIRNESS TO OUR TAX CODE 
AND CONFIDENCE ABROAD. 
 
WAYS AND MEANS DEMOCRATIC ALTERNATIVE SUMMARY 
 
1. The proposed level of increased Medicare beneficiary payments would be reduced 
from the $28 billion contained in the Summit Agreement to $10 billion. Total Medicare 
savings would be $43 billion rather than $60 billion. 
 
2. The 2-week waiting period for unemployment benefits would be dropped. (This 
proposal was also dropped from the modified Summit Agreement reported to the House 
Budget Committee on October 10.) 
 
3. The $2 billion of new entitlement spending, and the $19 billion of revenue losers 
(enterprise zones, energy incentives, extenders and the so-called "growth" package) 
would be dropped. 
 
4. The following revenue provisions would be dropped entirely from the Summit 
Agreement: The gasoline tax and the petroleum tax; the limitation on itemized 
deductions; the HI tax on State and local government workers; the disallowance of 
interest paid on corporate tax deficiencies; and the increase in railroad tier II taxes. 
 
5. The following provisions of the Summit would be modified: Airplanes would be added 
to the luxury tax; and the distilled [*H10119] spirits tax increase would be $1.00 rather 
than $1.50. 
 
6. To deal with the progressive problem of the Summit Agreement, the Democratic 
Alternative would add the following provisions: the "bubble" would be eliminated and an 
explicit 33 percent rate bracket would be added; the rate of the individual minimum tax 



would be increased from 21 percent to 25 percent; the HI wage cap would be increased to 
$100,000 rather than $73,000 as provided in the Summit Management; indexing of the 
tax brackets and the personal exemption would be delayed for one year, and a 10 percent 
surtax would be imposed on individuals with taxable incomes above $1 million. 
 
- - - - - - - - - - - - - - - - - - - - 
 
[From the AARP News, Oct. 15, 1990] 
 
STATEMENT ON BUDGET RECONCILIATION PROPOSALS 
 
"The American Association of Retired Persons (AARP) believes that it is vitally 
important that the Administration and the Congress work together over the next several 
days to enact into law a federal budget that fairly distributes the burden of deficit 
reduction among all Americans," said Horace B. Deets, AARP Executive Director. 
 
Deets added, "to meet the test of fairness, this budget should take into account the 
policies of the last decade which have placed a greater and greater burden on those with 
modest incomes. Those who are more fortunate must now be asked to pay a little more. 
 
"We are very pleased that the Congress has begun to recognize that older Americans 
should not be asked to pay more than their share," he noted. "Compared to the original 
summit agreement, the plans put forward in the House and the Senate over the last week 
reduce the burden on Medicare beneficiaries by nearly one-half to two-thirds. We are also 
pleased that the Committees rejected more onerous proposals that would have income-
related Medicare premiums or made changes in Social Security. 
 
"This week the Congress has a tough job. Faced with proposals from the House Ways 
and Means and Energy and Commerce Committees and the Senate Finance Committee, 
the Congress must shape a Medicare policy that the President and a majority in the 
Congress will support. 
 
"The Democratic Alternative offered by the House Ways and Means Committee, when 
combined with the new Medicaid coverage both for low-income Medicare beneficiaries 
and for children included in the Energy and Commerce package, constitutes a fair and 
effective proposal. Among its strongest elements are: A Medicare deductible that would 
not rise above $100; and no increase in the amount that doctors can balance bill their 
Medicare patients above the additional 25 percent that was permitted in last year's 
Physician Payment Reform legislation. 
 
Deets noted that the Senate Finance Committee's proposal is "far less acceptable in its 
present form. With its doubling of both the Medicare Part B deductible and the amount 
some doctors can "balance bill" their Medicare patients above the Medicare-allowed rate; 
its very limited protections for low-income Medicare beneficiaries; and its reinstated 
coinsurance on laboratory services, the Finance Committee's proposal clearly places a 



much heavier burden on the most vulnerable -- those who are sick and those who have 
low incomes. 
 
"The welfare of Americans of all ages is at stake in this budget debate," Deets concluded. 
"The across-the-board cuts of a sequester or of a government shut-down would take a 
dangerous toll on our nation's economy and the millions of Americans -- old and young, 
rich and poor – who depend on government programs and services. It's time to put aside 
partisan politics and find a solution to the budget crisis that will be fair, equitable and 
affordable for the American people." 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentlewoman from 
Maryland [Mrs. Bentley]. 
 
Mrs. BENTLEY. Mr. Chairman, I thank the gentleman for yielding time to me. 
 
Mr. Chairman, listening to the floor debate in my office I was struck by the attempt to tar 
the Republicans in this House with favoring the rich with tax breaks as though all of the 
taxes proposed in the Democrat budget package are targeted at the rich. 
 
Come on fellows -- who drinks beer and smokes cigarettes and uses public fishing boats 
and drives the big gas-guzzling trucks -- the Republican rich? Horsefeathers. This 
regressive bunch of taxes is aimed at the American middle class and has nothing to do 
with earning power. 
 
It has been the Republicans opposing any new taxes -- who proved that no taxes are 
necessary to get us where we need to go and you would not even let us get it to the floor. 
Come on you guys. Let's not lay a bunch of fees and additional national sales taxes on the 
American people. My constituents whom I see every day do not want additional taxes. 
This is a discriminatory package and rather than creating more jobs, the OSHA 
provisions which will put a bounty on American industry -- to raise revenue -- will not do 
much for employees in the companies under attack. 
 
If one is concerned about the economy, then one must remember that taxes on sales are 
recessionary. Increases in energy taxes are inflationary. The rhetoric coming from the 
other side of the aisle may sound like good politics, but Lord help us, it sure makes bad 
policy and worse law. 
 
Do not lay this mess at our feet -- we had no chance to change it. I like what 
Representative Dorgan suggested. Stop throwing arrows at each other -- let us talk 
together. 
 
And remember that the welfare of the country is more important than either side of this 
aisle. 
 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentlewoman from 
Ohio [Ms. Oakar]. 



 
(Ms. OAKAR asked and was given permission to revise and extend her remarks.) 
 
Ms. OAKAR. Mr. Chairman, first of all I would like to compliment my friend, the 
gentleman from California [Mr. Panetta], distinguished chairman of the Budget 
Committee, for all of his patience and hard work. I also want to pay special tribute to the 
chairman of the Ways and Means Committee, the gentleman from Illinois [Mr. 
Rostenkowski], for attempting to do something that would indeed be much more fair to 
the vast majority of the American people. 
 
The alternative Democratic budget requires that those who benefited from the Reagan 
years must help to pay for the Reagan years. It is that simple. It eliminates the tax bubble 
for the rich. It imposes a 10-percent surtax on incomes over $1 million. 
 
Who can quarrel with that when the middle class has been picking up the tab for the 
majority of Americans for so many years? 
 
This package is much, much more fair to older Americans. It reduces the unfair hit on 
Medicare beneficiaries' out-of-pocket expenses. It saves the cost-of-living adjustment not 
only for Social Security recipients but for Federal retirees and railroad retirees, and it 
drops a grossly unfair provision contained in the summit deal that would impose 
Medicare tax on State and local government workers that already are paying their share 
of retirement coverage. 
 
In addition to that, it is sensitive to the needs of the unemployed, and it drops the 2-week 
waiting period for unemployment checks. In addition, it drops the regressive gasoline tax. 
How can anyone quarrel when the alternative budget will drop the 9-cent gasoline tax and 
scales back the proposed tax on liquor? 
 
I urge passage of the alternative Democratic substitute. 
 
I VOTED AGAINST THE BUDGET SUMMIT PACKAGE, BECAUSE IT PLACED 
AN UNFAIR PORTION OF THE BURDEN OF DEFICIT REDUCTION ON OLDER 
AMERICANS AND MIDDLE-INCOME AMERICANS. 
 
MR. CHAIRMAN, OVER THE LAST 10 YEARS, THE PERIOD IN OUR HISTORY 
THAT I REFER TO AS THE LOST DECADE, WE SAW HUGE INCREASES IN 
DEFENSE SPENDING, ENORMOUS TAX BREAKS FOR THE RICH, AND 
ENORMOUS CUTS IN PROGRAMS THAT BENEFIT MIDDLE-INCOME 
AMERICANS. DURING THIS PERIOD OF VOODOO ECONOMICS OUR 
NATION'S DEFICIT TRIPLED. NOW WE ARE ASKED TO PAY FOR THIS 
DECADE OF EXCESS AND INEQUITY. ALTHOUGH THERE 
ARE SEVERAL ITEMS IN THIS PACKAGE THAT I DON'T LIKE, NO BETTER OR 
FAIRER PLAN, THAT DEALS RESPONSIBLY WITH DEFICIT REDUCTION HAS 
BEEN FORTHCOMING FROM MY COLLEAGUES ON THE OTHER SIDE OF THE 
AISLE. THE DEFICIT IS A CANCER WHICH THREATENS THE FUTURE OF 



YOUNG AMERICANS. MEDICARE PREMIUMS WILL NOT BE INCREASED IN 
THE FIRST YEAR. I AM CONCERNED ABOUT INCREASES IN THE FUTURE 
BUT I BELIEVE THAT IN THE FUTURE AMERICANS WILL DEMAND 
UNIVERSAL HEALTH COVERAGE FOR ALL AMERICANS. I BELIEVE HEALTH 
CARE IS THE NO. 1 DOMESTIC ISSUE AND WE MUST ADDRESS IT 
COMPREHENSIVELY. I WILL CONTINUE MY OWN FIGHT TO REVERSE THIS 
FUNDING TREND, YET THE PROPOSAL OFFERED BY CHAIRMAN 
ROSTENKOWSKI IS MUCH, MUCH FAIRER THAN THE $90 BILLION IN 
MEDICARE CUTS THAT THE REPUBLICAN ALTERNATIVE PROPOSED. 
 
MY COLLEAGUES CLAIM THAT THERE ARE NO CUTS IN THIS PACKAGE 
AND THAT IS NOT TRUE. MOST OF THE COMMITTEES IN THIS HOUSE MET 
PAINFUL RECONCILIATION TARGETS. YET, THE ALTERNATIVE OFFERED 
BY MY COLLEAGUE FROM ILLINOIS DROPS A DRAMATICALLY UNFAIR 
PROPOSAL TO IMPOSE MEDICARE HI TAX ON STATE AND LOCAL RETIREES 
WHO ALREADY HAVE COVERAGE. THE ALTERNATIVE ELIMINATES THE 
[*H10120] REGRESSIVE AND UNTIMELY GASOLINE TAX THAT COULD 
CRIPPLE OUR INTERSTATE COMMERCE; IT DROPS UNFAIR INCREASES ON 
TIER II RAILROAD RETIREES. CONTRARY TO EARLIER 
RECOMMENDATIONS, THE PACKAGE KEEPS A PLEDGE TO OUR CIVIL 
SERVANTS FOR FULL COST-OF-LIVING ADJUSTMENTS FOR ALL FEDERAL 
ANNUITANTS AND, STILL RETAINS A 50-50 LUMP-SUM BENEFIT FOR 
FEDERAL RETIREES AGE 65 OR WITH 30 YEARS OF SERVICE. THE 
DEMOCRATIC ALTERNATIVE DROPS THE ABSURD 2-WEEK WAITING 
PERIOD FOR UNEMPLOYMENT CHECKS. 
 
TO DO THIS, OUR DISTINGUISHED WAYS AND MEANS COMMITTEE 
CHAIRMAN SIMPLY ASKS US TO REQUIRE THAT WEALTHY AMERICANS 
PAY THEIR FAIR SHARE. THIS PACKAGE ELIMINATES THE GROSSLY 
UNFAIR TAX BUBBLE. IT INCREASES THE MEDICARE HI WAGE CAP FROM 
$53,000 TO $100,000. IT REQUIRES THE DONALD TRUMPS OF THIS WORLD TO 
PAY A LITTLE MORE TAX ON THEIR YACHTS AND PRIVATE JETS. NO, MS. 
HELMSLY, TAXES ARE NOT JUST FOR THE LITTLE PEOPLE. THOSE WHO 
BENEFITED FROM THE REAGAN YEARS MUST BE ASKED TO HELP 
PAY FOR THE REAGAN YEARS. I URGE MY COLLEAGUES TO SUPPORT THE 
ROSTENKOWSKI AMENDMENT. 
 
Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the gentleman 
from New York [Mr. Lent]. 
 
(Mr. LENT asked and was given permission to revise and extend his remaks.) 
 
Mr. LENT. Mr. Chairman, I rise in opposition to the Democratic plans. 
 
MR. CHAIRMAN, THE FARCE THAT WE ARE WITNESSING TODAY TYPIFIES 
ALL THAT IS WRONG HERE ON CAPITOL HILL. 



 
AMERICA IS FACING A CRISIS OF GRAVE PROPORTIONS. FOR MONTHS, THE 
PRESIDENT SAT DOWN WITH DEMOCRATIC AND REPUBLICAN LEADERS IN 
CONGRESS AND TOGETHER THEY CRAFTED A BUDGET PACKAGE. NONE OF 
US LIKED THAT PROGRAM, BUT DESPITE MY MISGIVINGS I VOTED "YES," 
NOT ONLY TO RESOLVE OUR BUDGET DIFICIT PROBLEM BUT ALSO TO 
RESTORE IN SOME SMALL MEASURE THE RESPECT OF THE AMERICAN 
PEOPLE, WHICH HAD BEEN LOST DURING THE BUDGET DEBATE. 
 
A MAJORITY OF MY COLLEAGUES VOTED TO DEFEAT THAT PACKAGE. 
SINCE THEN, MEMBERS OF BOTH PARTIES HAVE WORKED TO PREPARE 
BUDGET ALTERNATIVES. THE DEMOCRAT PLAN RELIES MORE ON TAXING 
THE MIDDLE CLASS THAN CUTTING SPENDING. THE BIPARTISAN 
ALTERNATIVE DEVELOPED BY THE SENATE AND ENDORSED BY 
PRESIDENT BUSH TACKLES THE TOUGH PROBLEM OF SPENDING CUTS 
WITHOUT RESORTING TO OVERBURDENING THE ALREADY OVERTAXED 
MIDDLE CLASS. 
 
BUT GUESS WHAT? NONE OF US WILL BE ABLE TO CHOOSE BETWEEN THE 
TWO BUDGET PLANS. NO MEMBER HERE WILL BE ABLE TO INDICATE 
WHETHER HE FAVORS INCREASED TAXES OR CUTS IN FEDERAL SPENDING. 
AND WHY WILL WE NOT BE ABLE TO STAND UP AND BE COUNTED? 
BECAUSE THE DEMOCRATIC RULES COMMITTEE HAS DICTATED OUR 
CHOICE: WE MUST CHOOSE THE DEMOCRATIC TAX PACKAGE OR NOTHING 
AT ALL. WE WILL NOT HAVE THE OPPORTUNITY TO SUPPORT THE 
BIPARTISAN SENATE PROPOSAL BECAUSE, HERE IN THE HOUSE, THE 
DEMOCRATS HAVE A MAJORITY AND THE REPUBLICANS DO NOT. IT IS AS 
SIMPLE AS THAT. 
 
PUBLIC OPINION POLLS SHOW THAT THE AMERICAN PEOPLE ARE FED UP 
WITH "BUSSINESS AS USUAL" HERE IN CONGRESS. THEY ARE FED UP WITH 
NEW TAXES AND DEALS STRUCK BEHIND CLOSED DOORS; THEY OBJECT 
TO A PROCESS THAT SHUTS OUT CHOICE; THEY ARE TIRED OF THE SAME 
OLD TAX AND SPEND POLICIES THAT GOT US INTO THIS MESS IN THE 
FIRST PLACE. 
 
PRESIDENT BUSH ATTEMPTED TO DRAW US TOGETHER TO PASS A DEFICIT 
REDUCTION PACKAGE. WHEN THAT EFFORT FAILED, THE LEADERSHIP IN 
CONGRESS SOUGHT TO DIVIDE US ALONG PARTISAN LINES BY 
ELIMINATING ANY ELEMENT OF CHOICE FROM OUR DECISION. INSTEAD 
OF DISCUSSING AND DEBATING THE RELATIVE MERITS OF OUR TWO 
DIFFERING PROPOSALS, WE REPUBLICANS FIND OURSELVES SHUT OUT OF 
THE PROCESS, WITH NO ALTERNATIVE BUT TO VOTE THIS PACKAGE 
DOWN. 
 
AND THAT IS EXACTLY WHAT WE SHOULD DO. VOTE "NO". 



 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
Oklahoma [Mr. Inhofe]. 
 
Mr. INHOFE. Mr. Chairman, I was not going to be speaking today until I heard the 
gentleman from Florida [Mr. Grant] use a word that I think is very appropriate. He said 
that our country today is bloated, and when I think of our country being bloated as it is 
today, maybe we in the Republican Party have not been doing the right thing. 
 
We have been proposing cuts, and every time we propose a cut, the doctors from the left 
and the Democratic Party say no, that surgery would not work. We are not going to be 
able to cut this. So we proposed more cuts, and they say, on the other hand, that it is not 
going to work. I think that we have to recognize the fact that we are to the point now 
where maybe sophisticated surgery is a little bit too late for this patient. Our patient is the 
country. The country is bloated. 
 
What this country needs is a good enema. I suggest that we reject the tax-and-spend plan 
by the Democratic Party, send it back and invoke the freeze that the Republican Party is 
suggesting and give this country the enema it needs. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
California [Mr. Dornan]. 
 
(Mr. DORNAN of California asked and was given permission to revise and extend his 
remarks.) 
 
Mr. DORNAN of California. Mr. Chairman, once I was forced to watch a movie, Mr. 
Chairman, called "The Attack of the Killer Tomatoes." It was supposed to be pop art and 
very funny, and I do not know, this debate today, with all of this yelling, reminds me of 
"The Attack of the Killer Taxers." 
 
We all know there are not enough rich people to carry the burden, and no matter how 
much ranting and raving there is here about soaking the rich, the middle-class American 
taxpayer has sensed that there is a dirty little secret here, particularly in the indexing 
provisions. 
 
I represent what is described in all the political almanacs as a blue-collar Democrat 
working district in the middle of Orange County, represented for 10 years by Mr. S&L, 
Jerry Patterson. It is a working blue-collar, 51-percent Democratic district with only 40 
percent Republicans. They are not fooled. 
 
Here is a line from the Wall Street Journal. You read it folks. It is today, and I will put it 
in the Record. 
 
I will be submitting about three pages of Government grants that show we are not serious 
about cutting spending here, just taxing the middle class. 



 
Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the gentleman from Wisconsin [Mr. 
Obey]. 
 
Mr. OBEY. Mr. Chairman, I think we ought to ask ourselves why the public is so cynical 
about government. I think there are two reasons for that. 
 
I think the No. 1 reason is that for 10 years politicians in this country have lied to the 
American people and simply told them that we could solve this deficit problem with no 
real tough choices; we did not have to have both spending cuts and revenue increases, 
and now, thank God, finally, the public is being leveled with. 
 
Finally, even the President of the United States has faced up to the problem, and he is 
telling people what the facts are. He is telling people, "You have to have both spending 
reductions and revenue increases to deal with the problem." 
 
That is what this bill does. It levels with the American people honestly today in a way 
that no budget has done in the last 10 years. 
 
The second reason that people are fed up with their Government is because they think 
that the wealthy, they think that the high rollers have essentially had the fix in over the 
past 10 years, and they have been right. 
 
Over the 1980's, the richest 1 percent increased their income after taxes by almost 80 
percent. At the same time, the average working American has seen the purchasing power 
of his income decline about $2,000. And yet just a week ago, the President tried to push a 
package through this Congress which hit the middle class twice as hard as it hit the very 
wealthiest people in our society. The public said no. The Congress listened. They voted it 
down. 
 
Today, instead, we have a much more fair package which, for the first time, says to the 
very wealthiest people in this country, "Boys and girls, you are going to pay your fair 
share. You have had the largest benefit from the party in the 1980's, and you are going to 
help pick up the tab." 
 
You cannot fool the American people. They know this is going to be costly, but they 
want it to be fair. This tax package is. We ought to support it. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
Missouri [Mr. Buechner], a member of the Committee on the Budget. 
 
Mr. BUECHNER. Mr. Chairman, I imagine that somewhere in the Democrat Cloakroom 
as they prepare all of the little speeches about fairness and [*H10121] the rich, there must 
be somebody who says, "You know, the reason communism failed was because there 
were not enough rich people to tax in Russia," because that is what I hear out here. 
 



Fairness; where does fairness start? Fairness starts by doing the right thing, and the right 
thing is not a speech. It is not dredging up the old 1930's and 1940's political rhetoric. It 
is not waving the bloody shirt of class politics and strife. Fairness is, first of all, doing 
what the American public knows we ought to do, and that is to cut the spending that this 
Congress has been so profligate with. 
 
Yes, there is an irony out there. The people have elected Republican Presidents who said, 
"I do not want to tax you," and yet they have given us a Democrat House that has said, 
"You want it, you got it." 
 
That is not the way you can run this Nation, Mr. Chairman. Let us drop the speeches. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
Michigan [Mr. Upton]. 
 
Mr. UPTON. Mr. Chairman, I have been listening for a couple of hours now on the 
merits of this Democratic tax bill, that is right, tax. You are raising taxes to fuel more 
spending. 
 
One of the reasons that I voted against the summit agreement last week was that it did not 
freeze Government spending, not cut, but freeze. And guess what, this bill does not freeze 
spending either. 
 
In other words, spending will go up next year, and so will taxes. Eighty-three percent of 
the American people believe that the problem with the budget process is that spending is 
too high. 
 
I worked with the gentleman from Michigan [Mr. Pursell] and the gentleman from Ohio 
[Mr. Kasich] on an alternative budget, and the main plank of that budget proposal was to 
freeze spending. That means this year's spending levels would be the same as last year's 
spending levels. We saved over $200 billion. 
 
Your argument on your side of the aisle was it did not hit the $500 billion target. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 minute to the gentleman from California [Mr. 
Levine]. 
 
(Mr. LEVINE of California asked and was given permission to revise and extend his 
remarks.) 
 
Mr. LEVINE of California. Mr. Chairman, I rise in support of the Democratic budget 
plan and the Democratic alternative. 
 
We are here today because the bill has come due on the Reagan years. The unpleasant 
reality is that someone must pay for the orgy of tax cuts for the wealthy and increased 
defense spending we witnessed in the 1980's 



 
Our task is complicated by the fact that these are difficult and troubling times for our 
Nation. 
 
Our Armed Forces are eyeball to eyeball with a bloodthirsty madman in the Persian Gulf. 
 
Our economy is stuck in neutral. We have already entered into the first stages of a 
recession. The only question is how serious it will be. 
 
All of the ingredients are present to make the coming recession the worst since the 
1930's. 
 
The issue we are debating here then is a simple one: Who is going to get stuck with the 
bill for the voodoo economics of the 1980's? 
 
Is it going to be lower and middle income taxpayers and the elderly? 
 
Or, is it going to be the wealthy, who benefited most from Ronald Reagan's generosity. 
 
The budget summit plan that Congress rejected would have placed that burden squarely 
on the shoulders of the poor, the elderly, and the working class in this country. 
 
I should say parenthetically that this is not the budget I would have preferred. I would 
like to see Medicare benefits expanded, not taken away. 
 
I'd like to see a windfall profits tax on big oil included in the package. Such a provision 
would have more than paid for the reductions in Medicare with money left over. 
 
I would have preferred to see a Social Security tax cut for working people. 
 
In fact, I'd like the plan better if there were no tax increases at all. But that is not realistic. 
The President understands that. 
 
My Republican colleagues were unable to produce an adequate budget plan made up 
solely of spending cuts. 
 
Despite its shortcomings, the Democratic alternative is a good plan.  
 
It cuts the deficit even more than the summit agreement. 
 
 
It would shift the burden to wealthy rather than middle income taxpayers. It would help 
ensure that the wealthy do their fair share to cut the deficit and strengthen our economy. 
 
It is astonishing to me that the administration and its allies in Congress continue to try to 
make good on Leona Helmsley's admonition that "only the little people pay taxes." 



 
I do not want to believe that the Bush administration is prepared to allow the Federal 
Government to come to a halt simply to protect the interests of the privileged few in this 
country. 
 
How can the President justify telling the poor and the elderly that the programs on which 
many of them depend for their very existence must close up shop because he doesn't want 
wealthy taxpayers to pay their fair share of taxes. 
 
With this resolution we say that the Democratic majority in the House has had enough 
with the policies which have led us to the brink of economic disaster. 
 
We say that we want a progressive tax system. We say that we believe in fairness and 
equity. We say that we believe in a better America for every American and a better future 
for our children. 
 
This plan moves us a long way toward those goals. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Pennsylvania [Mr. Walker]. 
 
Mr. WALKER. Mr. Chairman, I thank the gentleman for yielding me this time. 
 
Mr. Chairman, maybe it is good that this debate comes late in the session and late in the 
year and is so close to an election, because this debate focuses us on a watershed choice 
that tells you all you need to know about the difference between the two different 
political philosophies, one protax, the taxers, and one no-tax. 
 
Now, there is a letter that came out today that tells Members the difference between the 
two, and who is who. This letter is from the National Taxpayers Union, and it says: 
 
A vote for the tax plan proposed by Ways and Means Committee Democrats is a vote for 
a 7.4 percent income tax increase for a 2-earner couple with two children earning $35,200 
of taxable income. It's a vote to make that family pay over $2,000 more of new income 
taxes through 1995. It's also a vote to take away $600 of tax deductions from every 
family of four filing a tax return. 
 
It goes on to say, "Millions more middle class taxpayers would find themselves in the 28 
percent tax rate bracket." It goes on to say, "The tax increase portion of the committee 
reconciliation bill also deserves rejection. It represents a larger tax increase than that 
proposed by the rejected budget summit agreement." 
 
"These higher taxes, and especially higher income tax rates threaten our economy which 
is already in recession in much of the country." The National Taxpayers Union makes 
clear that the taxers are the Democrats. The no-tax people are the Republicans. Reject the 
big tax budget. Reject the taxers. 



 
Look for this particular issue to come up again on election day, because I think the 
American people will take one look at what has happened on this floor today and throw 
those Members out. 
 
Mr. PANETTA. Mr. Chairman, I yield 1 minute to the gentleman from Maryland [Mr. 
Cardin]. 
 
(Mr. CARDIN asked and was given permission to revise and extend his remarks.) 
 
Mr. CARDIN. Mr. Chairman, I share the frustration of my constituents, and I think many 
people here about the fact that we missed deadlines on getting the Budget Resolution 
passed, but I want to congratulate the House leadership and the Democrat leadership for 
the package we have before the Members, and the Democrat alternative. 
 
[*H10122] It shows we have the courage to deal with the deficit. If we will deal with the 
deficit in a real way, it means we have to increase taxes and reduce spending, and make 
sure that those funds are used to reduce the deficit. 
 
If it is the leadership of the House, the Democrat leadership that can get Members on 
target for a 5-year program so that we can reduce the deficit by $500 billion, it is the 
Democrat alternative that makes sure that we do it in a fair way. In a fair way means less 
cost to our elderly on the Medicare system, that we can maintain a 25-percent rule that no 
more than 25 percent of Medicare is paid for by the premiums of the beneficiaries, and 
we can do it in a way that is fair, that everyone contribute to the cost. A more progressive 
way, so that those are best able to pay for the costs of the deficit share in the deficit 
reduction program. 
 
I urge all Members to support the alternative. 
 
Mr. PANETTA. Mr. Chairman, I yield 30 seconds to the gentleman from Florida [Mr. 
Nelson]. 
 
Mr. NELSON of Florida. Mr. Chairman, all this in 30 seconds. If we are going to do 
anything about the deficit, either we have to raise taxes or lower spending, or a 
combination of both. That is not very sanguinely approached by Members of Congress. 
 
That is why we have gone to blue smoke and mirrors over the years. Now, we have run 
out of time, and we have to do something about it. So, that is why we come forth with a 
package that is real. I support the package. 
 
Mr. FRENZEL. Mr. Chairman, I yield myself the remaining 3 1/2 minutes. 
 
Mr. Chairman, we are at the end of what has been a long and agonizing trial. I want to 
thank the chairman of the Committee on the Budget, the distinguished gentleman from 
California [Mr. Panetta] for a good year's work, and for all the courtesies that he has 



shown to me. I only wish that together we could have done better, that our heroism would 
have lived up to our duty, and to the expressions that we made at the beginning of the 
year. 
 
I would also like to thank the committees and their chairmen who have done better in 
reconciliation this year than ever before. There are a large number of them. In many cases 
their contributions were minor compared to the scope of the bill, and yet to the 
committees involved there was a fair amount of sacrifice. I congratulate the committees, 
and urge them to do even better in the future. 
 
However, I do want to talk about what this whole game is about. We started with a 
summit agreement of $500 billion of savings. We are now down to what is a little hard to 
define because it is a moving target. But, certainly in terms of the CBO summer baseline, 
it is probably little more than $480 billion in savings. We started with a good deal of 
reduction of expenditure, and we are now down to more tax increases than domestic 
expenditure reductions. 
 
This chart and the chart that will follow, I think will explain what I am trying to say. Here 
is the CBO summer baseline. Here is what this wonderful bill is doing to reduce 
expenditures. Here is what it is doing to domestic discretionary expenditures. In the next 
5 years it will spend $180 billion over the 1990 expenditure level. 
 
As the next tax chart comes in, we will find the tax revenues are also going over the 
baseline in the Rostenkowski by about $150 billion. 
 
This companion simply means that we are going to take every nickel of taxes and we are 
going to spend them for additional discretionary expenditures. 
 
How is that for a way to reduce deficits, Mr. and Mrs. America? How do citizens like 
paying more sales taxes, more employment taxes, and more personal taxes just to let 
Democrats do that extra spending? 
 
Have we saved anything here? I guess, we saved some defense money. Was that at issue 
here? No, defense spending is not even before the Members today. Did we save anything 
else? Yes, a little Medicare, but we came way down from the summit agreement. 
 
This process has produced an erosion of the savings of the summit, an erosion of 
entitlement savings, erosion of enforcement powers, a buildup of taxes under the theme 
of tax the rich, and a buildup of extraneous portions of the reconciliation bill. 
 
By my count, Mr. Chairman, in the Rostenkowski Democrat tax and spend bill, a little 
more than a third of this savings, including the interest, will have been derived from fees 
and taxes. Thirtysix percent will come from discretionary expenditures, all of which are 
military spending, and a tiny little 17 percent will come out of mandatory expenditures. 
 



Our goal was a bold and heroic plan, and what we have actually delivered is very, very 
little. Now, if Members believe that their constituents think that a third of the whole 
deficit reduction program is supposed to be taxes, then they will want to vote for the 
Democrat bill, for Rostenkowski. 
 
If Members believe their constituents need to pay more for cigarettes, need to pay for 
their jobs, and need to give up indexing of their tax rates, vote for the Rostenkowski 
amendment. If Members believe in cutting expenditures, it is a shame Members could not 
vote for the Republican alternative. 
 
MR. CHAIRMAN, I RISE IN OPPOSITION TO H.R. 5835, A BILL RECONCILING 
CONGRESSIONAL COMMITTEES TO PRODUCE DEFICIT REDUCTION IN 
ACCORDANCE WITH THE TERMS OF THE CONGRESSIONAL BUDGET 
RESOLUTION FOR FISCAL YEAR 1991, FISCAL YEAR 1992, FISCAL YEAR 1993, 
FISCAL YEAR 1994, AND FISCAL YEAR 1995. 
 
IN THE LAST COUPLE OF WEEKS, THE ISSUE OF DEFICIT REDUCTION HAS 
GENERATED MORE HOT AIR, CREATED MORE HARD FEELINGS, AND 
ALIENATED MORE OF THE AMERICAN PUBLIC -- UNDER THE GUISE OF 
BUDGET POLICY -- THAN IT HAS MANAGED TO DO SINCE I FIRST CAME 
TO THIS BODY IN 1971. 
 
WE HAVE HEARD MANY ACCOUNTS OF THE EVENTS WHICH HAVE LED US 
TO THIS MOMENT. THE DEMOCRATS HAVE THEIR VERSION. THE 
REPUBLICANS HAVE THEIR VERSION. THE PRESIDENT AND THE WHITE 
HOUSE STAFF HAVE THEIR VERSION. THE AMERICAN PUBLIC 
WATCHING THE BUDGET DEBACLE NO DOUBT HAS ITS OWN IDEAS ON 
JUST WHAT HAS BEEN HAPPENING HERE OVER THE PAST 9 MONTHS. I 
BELIEVE IT HAS DECIDED THAT THE MANAGEMENT OF THIS BODY IS 
INCOMPETENT TO DEAL WITH FISCAL POLICY. 
 
AS I SEE IT, CONGRESS WAS PRESENTED A BUDGET BY THE PRESIDENT 
LAST JANUARY. IT DID NOT LIKE THE PRESIDENT'S BUDGET, BUT WAS 
UNABLE TO MUSTER THE VOTES WITHIN ITS OWN RANKS TO PASS A 
BUDGET RESOLUTION. SO A SUMMIT AGREEMENT BECAME THE VEHICLE 
OF CHOICE -- BOTH SIDES COULD PLAY AND BOTH SIDES SHARE THE 
BLAME. THAT SUMMIT GROUP OF WHITE HOUSE AND CONGRESSIONAL 
NEGOTIATORS MET FOR OVER 5 MONTHS. 
 
ON THE EVE OF THE FISCAL YEAR, SEPTEMBER 30, THE SUMMIT 
ANNOUNCED DETAILS OF AN AGREEMENT. THAT AGREEMENT PROMISED 
$40.1 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 1991 AND $500 
BILLION BY 1996. IT WAS NOT A PERFECT AGREEMENT, BUT IT DID 
PROMISE TO ACHIEVE SIGNIFICANT SAVINGS. IT WAS COMPREHENSIVE 
AND WELL UNDERSTOOD. PERHAPS MOST IMPORTANT, IT WAS AN 



ENFORCEABLE AGREEMENT WITH ENFORCEMENT MEASURES UNLIKE 
ANY WE HAVE EVER TRIED BEFORE. 
 
IN THE WEE MORNING HOURS OF OCTOBER 5, THE HOUSE DEFEATED THE 
BUDGET RESOLUTION CONFERENCE REPORT THAT EMBODIED THE 
SUMMIT AGREEMENT. IT FAILED BECAUSE IT COULDN'T GAIN A MAJORITY 
OF VOTES FROM EITHER PARTY, MUCH LESS A MAJORITY OF THE HOUSE. 
 
THREE DAYS LATER, THE DEMOCRAT LEADERSHIP OF THE HOUSE PUSHED 
THROUGH A NEW VERSION OF THAT CONFERENCE REPORT. THAT 
RESOLUTION REDUCED SAVINGS IN ENTITLEMENT SPENDING, REDUCED 
AGRICULTURAL SAVINGS, FURTHER CUT DEFENSE SPENDING, AND 
INCREASED THE AMOUNT OF UNRECONCILED -- UNLIKELY TO EVER BE 
ACHIEVED -- SAVINGS THAT WOULD HAVE RESULTED IF CONGRESS HAD 
SEEN FIT TO PASS THE EARLIER SUMMIT AGREEMENT. NEVERTHELESS, IT 
ALLOWED US TO MOVE ON TO THE NEXT STEP OF RECONCILING THE 
SAVINGS CALLED FOR IN THE BUDGET RESOLUTION. 
 
THE BUDGET RESOLUTION ESSENTIALLY PROPOSES TO REDUCE THE 
DEFICIT BY CUTTING DEFENSE SPENDING, INCREASING TAXES AND USER 
FEES, REDUCING ENTITLEMENTS, AND INCREASING DOMESTIC 
DISCRETIONARY SPENDING. IN THIS RECONCILIATION BILL, WE ARE 
CONSIDERING THE PORTION OF THAT RESOLUTION DEALING WITH 
MANDATORY SPENDING AND NEW TAXES. THE OTHER LARGE PIECE OF 
THE BUDGET RESOLUTION – DISCRETIONARY SPENDING FOR DOMESTIC, 
INTERNATIONAL, AND MILITARY AFFAIRS -- WILL BE ENACTED AS WE 
CONSIDER EACH OF THE 13 APPROPRIATIONS CONFERENCE REPORTS 
STILL TO COME BEFORE THIS BODY. 
 
THIS RECONCILIATION BILL WILL YIELD 77 PERCENT OF THE DEFICIT 
REDUCTION CALLED FOR IN THE BUDGET RESOLUTION. SIXTY-EIGHT AND 
ONE-HALF PERCENT OF THE FIRST YEAR SAVINGS WILL COME IN THE 
FORM OF NEW FEES AND REVENUES. IF THIS BILL IS PASSED, 
FEES/REVENUES WILL ACCOUNT FOR 62.6 PERCENT OF THE 5-YEAR TOTAL. 
THAT'S NOT THE WAY THE AMERICAN PEOPLE WANT TO REDUCE THE 
DEFICIT. 
 
ENTITLEMENT SPENDING REDUCTIONS ACCOUNT FOR 21 PERCENT OF 
FIRST YEAR SAVINGS AND 16 PERCENT [*H10123] OF THE 5-YEAR 
PACKAGE. DEFENSE CUTS, THE ONLY CUTS CALLED FOR IN 
APPROPRIATED ACCOUNTS UNDER THE BUDGET RESOLUTION, COMPRISE 
25 PERCENT OF FIRST YEAR SAVINGS AND 37 PERCENT OF THE SAVINGS 
PRODUCED IN THE FIRST 3 YEARS COVERED BY THE RESOLUTION. AFTER 
1993, IF THE DEMOCRATS STILL CONTROL THIS BODY, WE ARE LIKELY TO 
SEE THE DEFENSE ACCOUNTS CONTRIBUTE SUBSTANTIALLY MORE, AND 
DOMESTIC DISCRETIONARY SPENDING INCREASED. 



 
THE GREATEST FAILURE OF THE SUMMIT, AND OF THE DEMOCRAT-
PASSED BUDGET RESOLUTION IS THE FAILURE TO REDUCE BY EVEN ONE 
DOLLAR THE AMOUNT SPENT ON DOMESTIC DISCRETIONARY PROGRAMS. 
OVER THE NEXT 5 YEARS, DOMESTIC DISCRETIONARY SPENDING WILL 
INCREASE BY A TOTAL OF $170 BILLION IN OUTLAYS OVER ITS 1990 LEVEL. 
THIS IS MORE THAN WOULD BE SPENT IF WE JUST ALLOWED IT TO GROW 
AT THE RATE OF INFLATION. 
 
DEFENSE SPENDING WILL BE CUT, ENTITLEMENTS WILL BE CUT, TAXES 
WILL GO UP, BUT DOMESTIC DISCRETIONARY SPENDING WILL GROW AT A 
RATE WELL ABOVE INFLATION. WE CAN NOT DO ANYTHING ABOUT 
DISCRETIONARY SPENDING IN THIS BILL, BUT AS YOU VOTE FOR THE 
MEDICARE CUTS AND TAX INCREASES IN THIS PACKAGE, REMEMBER 
SOME OF THE PAIN MIGHT HAVE BEEN AVOIDED IF DOMESTIC 
DISCRETIONARY SPENDING WERE NOT SUCH A SACRED COW. 
 
RECONCILIATION IS ALWAYS THE HARDEST PART OF ENACTING ANY 
BUDGET RESOLUTION. IT REQUIRES COMMITTEES TO MAKE TOUGH 
DECISIONS BY PRODUCING SAVINGS FROM THE PROGRAMS UNDER THEIR 
JURISDICTION. WITHIN CERTAIN PARAMETERS, COMMITTEES CAN 
PRODUCE THOSE SAVINGS BY IMPOSING FEES OR CUTTING OR 
ELIMINATING PLANNED SPENDING. THESE ARE THE ONLY TWO WAYS TO 
PRODUCE REAL, LASTING DEFICIT REDUCTION -- RAISE REVENUES OR CUT 
SPENDING. THIS RECONCILIATION BILL LUMPS TOGETHER THE DECISIONS 
OF EACH OF THE 12 COMMITTEES CHARGED WITH PRODUCING SAVINGS 
UNDER THE BUDGET RESOLUTION. IT IS AN IMPERFECT BILL, BECAUSE 
EVERYTHING IN IT DOES NOT CONTRIBUTE TO DEFICIT REDUCTION. SOME 
OF THE COMMITTEES WERE UNABLE TO PRODUCE THE SAVINGS ASKED OF 
THEM. A FEW OF THE PROVISIONS IN THE BILL PRODUCE DISINGENUOUS 
SAVINGS. 
 
AGRICULTURE 
 
THE AGRICULTURE COMMITTEE WAS CHARGED WITH PRODUCING $1,022 
MILLION IN SAVINGS IN THE FIRST YEAR AND $13,627 MILLION IN SAVINGS 
OVER 5 YEARS. WE ARE TOLD BY THE CBO THAT THE AGRICULTURE 
COMMITTEE WILL NOT MEET THESE DIRECTIVES. IT IS REALLY HARD TO 
DEBATE THE MERITS OF THE AGRICULTURE PORTION, HOWEVER, SINCE 
WE HAVE YET TO SEE A FINAL VERSION OF THE LANGUAGE OR A COST 
ESTIMATE -- EVEN AS DEBATE ON THIS BILL IS UNDERWAY ON THE FLOOR 
OF THE HOUSE. IF LEGISLATION IMPLEMENTING A GATT AGREEMENT IS 
NOT PASSED BY JUNE 30, 1992, THE COMMITTEE'S SAVINGS WILL BE 
SUBSTANTIALLY REDUCED AFTER 1993. IN FACT, IF AN AGEEMENT IS 
REACHED, THE SAVINGS FROM AGRICULTURE WILL FALL SHORT OF THE 5-
YEAR TOTAL BY $17 BILLION. 



 
BANKING, FINANCE AND URBAN AFFAIRS 
 
THE BANKING COMMITTEE WAS DIRECTED TO PRODUCE $1,507 MILLION IN 
SAVINGS IN 1991 AND $13,258 MILLION OVER 5 YEARS. THE COMMITTEE 
REPORTS RESPECTIVE SAVINGS OF $1,723 MILLION AND $13,407 MILLION. 
THE LION'S SHARE OF THE BANKING COMMITTEE'S RECONCILED SAVINGS 
(65 PERCENT IN 1/67 PERCENT OVER 5) COMES FROM A DUBIOUS 
PROPOSAL REGARDING THE BANK INSURANCE FUND. THIS MEASURE 
REQUIRES THE FDIC TO DO WHAT IT ALREADY HAS AUTHORITY FOR 
UNDER PRESENT LAW -- SEIDMAN HAS ALREADY ANNOUNCED AN 
INCREASE ON THE DEPOSIT INSURANCE IT REQUIRES OF BANKS TO 19 
CENTS, WITH EXPECTED INCREASES TO 23 CENTS IN THE NEXT YEAR. 
 
THE CONGRESSIONAL BUDGET OFFICE [CBO] IS SCORING THIS AS DEFICIT 
REDUCTION BECAUSE IT IS ANTICIPATED THAT THE FDIC WILL HAVE TO 
RAISE RATES TO COVER ITS LIABILITIES. THE TRUTH HERE, HOWEVER, IS 
THAT ALL OF THE MONEY RAISED BY FDIC WILL EITHER GO TOWARD 
PAYING OFF DEPOSITORS OR TOWARD RAISING THE BANK INSURANCE 
FUND TO A SAFE LEVEL. THE MONEY WILL NOT BE APPLIED TOWARD 
SHRINKING THE DEFICIT. IT WILL ONLY CONTRIBUTE TO HELPING KEEP 
THE HOLE FROM GETTING BIGGER. 
 
EDUCATION AND LABOR. 
 
THE COMMITTEE WAS DIRECTED TO PRODUCE $215 MILLION IN SAVINGS 
IN FISCAL YEAR 1991 AND $3,770 MILLION OVER 5 YEARS. WHILE IT HAS 
EXCEEDED ITS DIRECTIVE FOR 1991, THE COMMITTEE FALLS MORE THAN 
$100 MILLION SHORT IN MEETING ITS 5-YEAR TARGET. ONE SPECIFIC 
CONCERN I HAVE WITH THE SAVINGS REPORTED BY THIS COMMITTEE IS 
THAT 87 PERCENT OF ITS FIRST YEAR SAVINGS AND 51 PERCENT OF ITS 5 
YEAR SAVINGS COME IN THE FORM OF INCREASED FEES AND PENSION 
INSURANCE PREMIUMS. ADDITIONALLY, $22 MILLION IN 1991 SAVINGS 
AND $141 MILLION OF THE 5-YEAR SAVINGS ARE ASSUMED TO ACCRUE 
FROM CIVIL PENALTIES. NO ADJUSTMENTS FOR BEHAVIOR CHANGES ARE 
INCLUDED IN THESE PARTICULAR ESTIMATES SO THEY ARE PROBABLY 
OVERLY OPTIMISTIC. 
 
EVEN WORSE, THE COMMITTEE PILED ON EXTRANEOUS AND 
CONTROVERSIAL MEASURES HAVING NOTHING TO DO WITH DEFICIT 
REDUCTION. CHILD CARE IN THE FORM OF H.R. 3 IS HERE. CRIMINAL 
PENALTIES UNDER OSHA ARE HERE. A NEW COLLEGE FACILITY 
FINANCING PROGRAM IS HERE. OVER 100 EXTRANEOUS PROVISIONS, 
MONEY PROTECTING SPECIAL INTERESTS ARE HIDDEN IN THIS BILL. THIS 
IS THE WRONG VEHICLE FOR THESE ITEMS AND THEY SHOULD BE 



REMOVED FROM THE TEXT OF RECONCILIATION AND TAKEN UP 
SEPARATELY BASED ON THEIR INDIVIDUAL MERITS. 
 
ENERGY AND COMMERCE 
 
THE ENERGY AND COMMERCE COMMITTEE ALSO EXCEPTED ITS 
DIRECTIVE FOR FISCAL YEAR 1991, BUT FALLS SHORT OF PRODUCING THE 
REQUIRED 5-YEAR SAVINGS. THE COMMITTEE WAS CHARGED WITH 
SAVINGS OF $3,731 MILLION IN FISCAL YEAR 1991 AND $43,721 MILLION 
OVER 5 YEARS. FOR FISCAL YEAR 1991, THE COMMITTEE IS $186 MILLION 
OVER TARGET, BUT FALLS A WHOPPING $3,157 MILLION SHORT OF THE 5-
YEAR DIRECTIVE. MEDICARE YIELDS 93 PERCENT OF THE COMMITTEE'S 
FIRST YEAR SAVINGS AND 95 PERCENT OF ITS 5 YEAR SAVINGS. MEDICARE 
PROVIDES WILL BEAR THE BURDEN OF THESE SAVINGS -- 83 PERCENT. 
 
THE MEDICAID PORTION OF THE COMMITTEE'S RECONCILIATION 
SUBMISSION CONTAINS $506 MILLION IN FISCAL YEAR 1991 SAVINGS AND 
$4,942 MILLION IN 5 YEAR SAVINGS. UNFORTUNATELY FOR THE BUDGET 
DEFICIT, THE COMMITTEE DID NOT LIMIT ITSELF TO MEASURES THAT 
REDUCE THE DEFICIT. WHILE IT PRODUCES THESE SAVINGS, IT SPENDS 
$234 MILLION FOR NEW INITIATIVES IN FISCAL YEAR 1991 AND $2,854 
MILLION OVER 5-YEARS. THESE ARE NO DOUBT IMPORTANT, 
WORTHWHILE, AND MUCH NEEDED PROVISIONS. BUT THE SUMMIT 
AGREEMENT THIS BILL ATTEMPTS TO REFLECT CLEARLY LIMITED NEW, 
PAY-AS-YOU-GO INITIATIVES TO FISCAL YEAR 1992 AND BEYOND. IF AN 
AGREEMENT IS AN AGREEMENT, THERE FOUR PROVISIONS SHOULD BE 
STRIPPED FROM THE BILL AND SUBJECTED TO THE SAME PAY-AS-YOU-GO 
STANDARD BEING APPLIED TO ALL OTHER NEW ENTITLEMENT 
LEGISLATION. 
 
INTERIOR AND INSULAR AFFAIRS. 
 
THE COMMITTEE WAS CHARGED WITH PRODUCING FISCAL YEAR 1991 
SAVINGS OF $343 MILLION AND 5-YEAR SAVINGS OF $2,018 MILLION. THE 
COMMITTEE MISSED ITS FIRST YEAR TARGET BY $18 MILLION, BUT 
PROMISES TO EXCEED ITS 5-YEAR TOTAL BY $371 MILLION. NINETY-ONE 
PERCENT OF THE COMMITTEE'S DEFICIT REDUCTION PROPOSALS COME IN 
THE FORM OF USER FEES. 
 
JUDICIARY 
 
THE COMMITTEE WAS DIRECTED TO PRODUCE $91 MILLION AND $495 
MILLION, RESPECTIVELY, IN FISCAL YEAR 1991 AND 5-YEAR SAVINGS. THIS 
BILL WOULD INCREASE PATENT AND TRADEMARK FEES FOR THE 1991-95 
PERIOD, IT WOULD AUTOMATICALLY CREDIT THESE FEES TO THE 
"SALARIES AND EXPENSES ACCOUNT" OF THE PATENT AND TRADEMARK 



OFFICE, ALLOWING THEM TO BE AVAILABLE WITHOUT APPROPRIATION. 
THEREFORE, THERE WILL BE NO NET SAVINGS. UNLESS THE BILL IS 
AMENDED TO MAKE THE ADDITIONAL FEES OFFSETTING RECEIPTS 
SUBJECT TO APPROPRIATIONS, THE COMMITTEE CAN NOT BE SCORED 
WITH ANY DEFICIT REDUCTION. 
 
MERCHANT MARINE AND FISHERIES 
 
THE GOOD NEWS IS THAT THE COMMITTEE MANAGED TO EXCEED ITS 
FISCAL YEAR 1991 DIRECTIVE BY $18 MILLION AND ITS 5-YEAR DIRECTIVE 
BY $34 MILLION. THE BAD NEWS IS THAT THE COMMITTEE ACHIEVES 
THESE TARGETS SOLELY BY RAISING FEES. ADDITIONALLY, THE 
LANGUAGE REPORTED BY THIS COMMITTEE CONTAINS NUMEROUS 
EXTRANEOUS PROVISIONS, INCLUDING LANGUAGE INTRODUCING WATER 
QUALITY STANDARDS FOR RECREATION AREAS, ALLOWING THE 
ACQUISITON OF REAL ESTATE, AND CLEARING THE WAY TO BUILD 
ANOTHER DAM. ALSO, THE COMMITTEE EXTENDS VETERANS' BENEFITS 
TO MERCHANT MARINES THROUGH THE MERCHANT MARINERS FAIRNESS 
ACT OF 1990 INCLUDED IN THIS BILL. 
 
THE REALLY BAD NEWS IS THAT A POINT OF ORDER WILL BE MADE 
AGAINST $1 BILLION IN FEES. THIS BILL WILL SOON LOSE A FULL BILLION 
DOLLARS IN SAVINGS. 
 
POST OFFICE AND CIVIL SERVICE 
 
THE COMMITTEE EXCEEDS BOTH ITS FIRST AND 5-YEAR DIRECTIVES -- 
$2,165 MILLION AND $14,350 MILLION -- BY $261 MILLION AND $110 
MILLION, RESPECTIVELY. THE SO-CALLED REFORM OF THE CIVIL SERVICE 
LUMP-SUM RETIREMENT BENEFIT IS UNFORTUNATELY NOT MUCH MORE 
THAN A TIMING SHIFT. THIS BILL PROPOSES TO SUSPEND FOR 5 YEARS THE 
50/50 LUMP-SUM BENEFIT. UNDER THIS PROPOSAL, PAYMENTS WE 
CURRENTLY MAKE TO FEDERAL RETIREES WHO OPT FOR THE LUMP SUM 
WOULD INSTEAD BE PAID OUT MORE SLOWLY DURING THEIR 
RETIREMENT. SINCE MUCH OF THE PAYOUT TAKES PLACE OUTSIDE 
THE 5-YEAR ESTIMATING WINDOW, ELIMINATING THE LUMP SUM SAVES 
MONEY IN EACH YEAR OF THE PACKAGE. ON A LONG-TERM ACTUARIAL 
BASIS, HOWEVER, THE PROPOSAL DOES NOT SAVE ANYTHING. 
 
PUBLIC WORKS AND TRANSPORTATION 
 
OF THE 12 COMMITTEES DIRECTED TO PRODUCE SAVINGS IN THIS 
RECONCILIATION BILL, NONE WAS MORE SUCCESSFUL IN IGNORING THE 
BUDGET RESOLUTION THAT THE PUBLIC WORKS AND TRANSPORTATION 
COMMITTEE. THIS COMMITTEE WAS CHARGED WITH PRODUCING MODEST 
DIFICIT REDUCTION OF $42 MILLION IN FISCAL YEAR 1991 AND $254 



MILLION OVER THE NEXT 5 YEARS. INSTEAD, IT SUCCEEDED IN 
PRODUCING ADDITIONAL DIRECT SPENDING OF $240 MILLION IN FISCAL 
YEAR 1991 AND AN INCREDIBLE $3,204 MILLION OVER THE NEXT 5 YEARS. 
WHILE THE REST OF THIS RECONCILIATION PACKAGE IS AT LEAST AIMED 
IN THE DIRECTION OF DIFICIT REDUCTION, THE PUBLIC WORKS 
COMMITTEE'S SUBMISSION IS SO FAR IN THE OPPOSITE DIRECTION THAT 
IT SHOULD SIMPLY BE STRIPPED FROM THE BILL AS EXTRANEOUS 
MATTER. SOME OF IT WILL BE. 
 
[*H10124] SCIENCE, SPACE AND TECHNOLOGY 
 
LAUDABLY, THE COMMITTEE EXCEEDS ITS RECONCILIATION DIRECTIVES 
BY $1 MILLION IN FISCAL YEAR 1991 AND $8 MILLION OVER THE 5-YEAR 
PERIOD. THE ENTIRE $6 MILLION FISCAL YEAR 1991 SAVINGS AND THE $33 
MILLION 5-YEAR SAVINGS IS DERIVED FROM USER FEES. ADDITIONALLY, 
THE COMMITTEE SUBMISSION INCLUDES FOUR CLEARLY EXTRANEOUS 
PROVISIONS: ONE AUTHORIZING A STUDY TO IDENTIFY NEW, POTENTIAL 
USER FEES, ONE ESTABLISHING A MANDATORY RADON PROGRAM AT EPA, 
ONE CONTAINING THE COMPLETE TITLE III LANGUAGE OF H.R. 5170 -- FAA 
RESEARCH, ENGINEERING, AND DEVELOPMENT AUTHORIZATION ACT OF 
1990 -- AND ANOTHER CONTAINING THE PROVISIONS OF SECTION 2 OF H.R. 
4887 -- CATASTROPHIC FAILURE PREVENTION RESEARCH PROGRAM. I 
BELIEVE WE SHOULD ACCEPT WITH GRATITUDE THE REAL DEFICIT 
REDUCTION PRODUCED BY THE COMMITTEE, BUT RESPECTFULLY 
REQUEST THAT THE EXTRANEOUS MATTERS BE CONSIDERED IN THE 
NORMAL LEGISLATIVE PROCESS. 
 
VETERAN'S AFFAIRS 
 
THE COMMITTEE WAS DIRECTED TO PRODUCE SAVINGS OF $620 MILLION 
IN FISCAL YEAR 1991 AND $3,350 MILLION OVER 5 YEARS. IT EXCEEDS 
THESE TARGETS BY $7 MILLION IN FISCAL YEAR 1991 AND $252 MILLION 
OVER 5 YEARS. ALL BUT $73 MILLION OF THE TOTAL VETERANS' PACKAGE 
DEFICIT REDUCTION IS ACHIEVED THROUGH PROGRAM REFORMS, 
RATHER THAN INCREASED USER FEES. 
 
WAYS AND MEANS 
 
BY FAR THE LARGEST PORTION OR RECONCILIATION IS ACHIEVED 
THROUGH LANGUAGE SUBMITTED BY THE WAYS AND MEANS 
COMMITTEE. IT IS IMPORTANT TO NOTE, HOWEVER, THAT THIS PACKAGE 
CONTAINS NONE OF THE ECONOMIC GROWTH INCENTIVES ENVISIONED 
WHEN THE SUMMIT WAS CONVENED OR REITERATED WITH THE 
PRESIDENT'S REPUDIATION OF HIS "NO NEW TAXES PLEDGE." 
 
THE COMMITTEE ACHIEVES $22,873 MILLION IN SAVINGS IN FISCAL YEAR  



1991 AND $198,235 MILLION OVER 5 YEARS -- $5,328 MILLION AND $3,832 
MILLION MORE THAN DIRECTED IN THE BUDGET RESOLUTION. TAXES 
ACCOUNT FOR $19.4 MILLION OF THE FISCAL YEAR 1991 SAVINGS AND 
$52.8 MILLION OF THE 5-YEAR SAVINGS. 
 
SUMMARY 
 
WHEN THE SUMMIT MECHANISM WAS CREATED LAST SPRING, THE ORDER 
WAS PLACED FOR $50 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 
1991 AND $500 BILLION BY 1995. THE ORIGINAL SUMMIT AGREEMENT 
DEFEATED BY THIS HOUSE ON OCTOBER 5 OFFERED SAVINGS OF $40.1 
BILLION IN FISCAL YEAR 1991 AND $500 BILLION BY FISCAL YEAR 1995. 
THE BUDGET RESOLUTION AGREED TO ON OCTOBER 8 WILL PRODUCE AN 
OPTIMISTIC $38.8 BILLION IN SAVINGS IN FISCAL YEAR 1991 AND $483 
BILLION OVER THE 5-YEAR PERIOD. 
 
THIS RECONCILIATION BILL WILL IMPLEMENT THE LARGEST PORTION OF 
THE $38.8BILLION IN SAVINGS CALLED FOR IN THE BUDGET RESOLUTION. 
IT PRODUCES $29.9 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 1991 
AND $246.2 BILLION BETWEEN 1991 AND 1995. THIS RECONCILIATION BILL 
ACCOUNTS FOR 77 PERCENT OF THE TOTAL FIRST YEAR SAVINGS -- 
DEFENSE CONTRIBUTES THE REST -- CALLED FOR IN THE BUDGET 
RESOLUTION. IT COMPRISES 51.5 PERCENT OF THE 5-YEAR TOTAL. 
 
NEW REVENUES, NOT INCLUDING THOSE USER FEES SCORED AS 
ENTITLEMENT SAVINGS, ACCOUNT FOR 64 PERCENT OF THIS BILL'S FIRST 
YEAR SAVINGS AND 58 PERCENT OF THE 5- YEAR TOTAL. WITH RESPECT 
TO THE TOTAL BUDGET RESOLUTION PACKAGE, REVENUES AS DEFINED IN 
THIS BILL, ACCOUNT FOR 50 PERCENT OF THE FISCAL YEAR 1991 DEFICIT 
REDUCTION AND 30 PERCENT OF THE 5-YEAR PACKAGE TOTAL. 
 
IF WE CONSIDER USER FEES TO BE WHAT THEY REALLY ARE -- NEW 
TAXES, THE TOTAL REVENUE COMPONENT OF THIS RECONCILIATION 
PACKAGE GROWS TO 68.5 PERCENT IN FISCAL YEAR 1991 AND 62.6 
PERCENT OF THE 5-YEAR TOTAL. COMPARED TO THE TOTAL BUDGET 
RESOLUTION PARCEL, COMBINED USER FEES AND REVENUES IN THIS 
RECONCILIATION BILL TOTAL $20.5 BILLION -- 53 PERCENT -- IN FISCAL 
YEAR 1991 AND $155.7 BILLION -- 32.2 PERCENT -- OVER 5 YEARS. IF THE 
DEMOCRATIC ALTERNATIVE IS PASSED, TAXES AND FEES WILL 
CONTRIBUTE 36.7 PERCENT OF THE 5-YEAR TOTAL BUDGET PACKAGE. 
 
I OPPOSE THIS RECONCILIATION BILL ON ITS OWN MERITS AND BECAUSE 
IT IS AN INTEGRAL PART OF THE DEMOCRAT-DESIGNED AND DEMOCRAT-
PASSED BUDGET RESOLUTION. ASIDE FROM ITS ATTACK ON DEFENSE 
SPENDING, THIS PACKAGE IS SHORT ON SPENDING CUTS AND LONG ON 
TAXES. 



 
THE ONLY DISCRETIONARY SPENDING CUTS PROVIDED FOR IN THE 
ENTIRE BUDGET RESOLUTION ARE THOSE IN MILITARY SPENDING. 
DEFENSE CUTS ACCOUNT FOR 25 PERCENT OF THE REAL ENTITLEMENT 
SPENDING REFORMS ONLY ACCOUNT FOR 21 PERCENT OF THE FISCAL 
YEAR 1991 DEFICIT REDUCTION PACKAGE AND 16 PERCENT OF THE 5-YEAR 
PROMISE. OUTLAYS FOR DOMESTIC DISCRETIONARY SPENDING WILL 
GROW $128.3 BILLION OVER 1990 LEVELS BY THE END OF THIS 5-YEAR 
PACKAGE. 
 
NO MATTER HOW YOU VIEW IT, THIS IS A TAX-HEAVY PROPOSITION. THE 
DEFICIT REDUCTION IN THIS DEMOCRAT-SPONSORED RECONCILIATION 
BILL AND THE BUDGET RESOLUTION WHICH BEGAT IT, SQUARELY PLACE 
THE BURDEN OF DEFICIT REDUCTION ON THE SHOULDERS OF THE 
TAXPAYER. UNTIL THE AMERICAN PUBLIC GETS A LITTLE RELIEF FROM 
THE CONGRESSIONAL PORK BARREL, I WILL NOT SUPPORT SUCH 
ONEROUS TAX INCREASES. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the gentleman from Kansas [Mr. 
Slattery]. 
 
Mr. SLATTERY. Mr. Chairman, when all the political dust settles here today, it is 
critical for Members to vote to reduce our deficit. Our Nation's economic future is clearly 
in jeopardy, and I am pleased that President Bush has acknowledged this. 
 
I must admit that I am deeply worried about how our country will deal with the next 
recession. In every recession since the Great Depression, our Government has either cut 
taxes or increased spending to stimulate out of a recession, and that is exactly what 
Ronald Reagan did in 1981. 
 
My colleagues, what are we going to do to stimulate out of the next recession when we 
go into it with a $200 billion deficit? We could easily see a $300 or $400 billion deficit, 
that has to be financed by foreign capital. The only way we could attract foreign capital is 
with high interest rates. Yet at home, the only way we could stimulate the economy is 
with lower interest rates. My friends, we would clearly be in a jam where we would have 
one foot on the economic accelerator and one foot on the economic brake. 
 
Mr. Chairman, as we look at this package, we must not lose sight of some basic facts. 
This is a $500 billion 5-year deficit reduction package. It is the largest deficit reduction 
package that we have voted on in recent years. It contains real cuts and real revenues, 
with real budget process reform. Of this $500 billion total, two-thirds is from spending 
reductions. Yes, we are making some tough spending cuts in entitlements, in defense, and 
in agriculture. One-third is from revenue. 
 
Mr. Chairman, let me point out to my colleagues that the President endorsed a revenue 
increase of $130 billion in the summit agreement. 



 
In fact, Mr. Chairman, the President went on national television to urge us to vote for this 
$130 billion revenue package. 
 
Well, the American people responded. They called us and they said, "Don't vote for it," 
and the reason they did is because they thought it was unfair, and they were right. 
 
This plan makes some changes. The Rostenkowski plan drops the 12-percent gasoline 
tax, a regressive tax that was wrong, and in its place we have a modest increase in the 
income tax rate for those people in this country who have an income of more than 
$185,000 a year. 
 
Mr. Chairman, the easy vote today is "no." You can go home and easily justify your vote, 
to the applause of many special interests, but there is one special interest who will not 
hear you. They are too young to understand what we are doing today. They are the kids 
who will have to pay every dollar of every bill that we refuse to pay, and it is simply 
immoral for us to continue this policy of the last 10 years. 
 
Mr. Chairman, I urge my colleagues to vote for this reconciliation package. 
 
Mr. PANETTA. Mr. Chairman, I yield myself the balance of the time. 
 
Mr. Chairman, I also want to express my thanks to the gentleman from Minnesota [Mr. 
Frenzel] for the cooperation he has shown me during this battle. My only hope was that 
we could have worked together on this package. 
 
The American people expect us to face up to the challenge today, not to run from it, not 
to kid them, but to face up to it. They have heard a lot of excuses. The time for excuses is 
over. This is the time to make tough choices; $30 billion in savings the first year, $250.7 
billion in savings over 5 years. 
 
Americans want to believe in us, but to do that we have to believe in ourselves and have 
the courage to make the tough choices. Let us make them by voting for this package 
today. 
 
MR. WOLPE. MR. CHAIRMAN, I RISE IN STRONG SUPPORT OF THE PACKAGE 
THAT IS BEFORE MEMBERS. I THINK THE ONLY RESPONSIBLE DECISION 
WE CAN MAKE IS TO EMBRACE THIS PACKAGE, AS WELL AS THE 
ROSTENKOWSKI AMENDMENT. 
 
THE DEFICIT CRISIS WE FACE IS REAL. IT IS DESTROYING OUR ECONOMY. 
OUR FUTURE IS BEING UNDERMINED. WE ARE AFFECTING A TREMENDOUS 
TRANSFER OF WEALTH, AMERICAN WEALTH, OVERSEAS INTO FOREIGN 
INTERESTS. DURING THE EIGHTIES THE UNITED STATES DEVOLVED FROM 
THE LARGEST CREDITOR NATION IN THE WORLD TO LARGEST DEBTOR, 
AND WE SAW OUR SHARE OF THE TOP BANKS AND CORPORTATIONS 



[*H10125] IN THE WORLD SLIP. WE ARE LOSING CONTROL OF OUR 
ECONOMIC DESTINY, AS MORE AND MORE DECISIONS WHICH AFFECT 
AMERICAN JOBS ARE MADE OUTSIDE THE UNITED STATES. 
 
IT IS TIME NOW TO GET OUR ECONOMIC HOUSE IN ORDER. WE HAVE TO 
BEGIN THAT PROCESS TODAY, NOT TOMORROW. AS MY COLLEAGUE 
FROM TEXAS, MR. STENHOLM, SAYS, "WHEN YOU'RE IN A HOLE, AND YOU 
WANT TO GET OUT, THE FIRST RULE OF THUMB IS TO STOP DIGGING." I 
BELIEVE THAT IT IS TIME TO STOP DIGGING A DEEPER HOLE. 
 
THE DEFICIT REDUCTION PACKAGE THAT WE HAVE BEFORE MEMBERS IS 
AS REAL AS THE CRISIS ITSELF. THERE ARE NO EASY OR PAINLESS 
SOLUTIONS. WE ALL KNOW THAT. THERE IS NO QUICK FIX. THE SPENDING 
CUTS AND REVENUE INCREASES IN THE PACKAGE BEFORE US ARE BOTH 
NEEDED IN ORDER TO END THE CRISIS. 
 
THE MAJORITY OF THE PACKAGE, INDEED, IS SPENDING CUTS. THREE 
HUNDRED BILLION OF THE $500 BILLION ARE SPENDING CUTS, AND THEY 
ARE REAL. MAKE NO MISTAKE ABOUT IT, ALL AMERICANS WILL BE 
ASKED TO SACRIFICE IN ORDER TO GET OUR ECONOMY BACK ON TRACK. 
 
THIS PACKAGE WILL BE ACCEPTED BY THE AMERICAN PEOPLE IF WE 
HAVE THE GUTS TODAY TO EMBRACE IT, BECAUSE THE AMERICAN 
PEOPLE UNDERSTAND THAT WE HAVE TO TAKE CONTROL OF OUR 
DESTINY. WHAT THEY INSIST UPON, HOWEVER, IS THAT THE BURDEN OF 
DEFICIT REDUCTION BE SPREAD FAIRLY -- THAT THERE IS NO CATEGORY 
OF THE POPULATION, PARTICULARLY THOSE WEALTHY AMERICANS WHO 
HAVE BENEFITED THE MOST FROM THE REAGAN ECONOMIC POLICIES -- 
THAT IS EXEMPT FROM THE BURDEN OF DEFICIT REDUCTION. 
 
THIS PACKAGE IS A FAIR PACKAGE. IT WILL INSIST, IT WILL REQUIRE 
THAT THE VERY WEALTHIEST 1 PERCENT OF OUR CITIZENS -- AMERICANS 
WHO HAVE EXPERIENCED HUGE TAX CUTS IN THE PAST 10 YEARS AND 
HAVE SEEN THEIR INCOME GROW FROM AN AVERAGE OF $313,000 TO 
$550,000 PER YEAR, SO THAT TODAY THEY COMMAND AS MUCH WEALTH 
AS THE BOTTOM 40 PERCENT OF THE POPULATION -- WILL FINALLY HAVE 
TO PAY THEIR FAIR SHARE. 
 
LET MEMBERS BE CLEAR ABOUT TWO THINGS. THERE IS NO WAY TO 
REACH THE DEFICIT REDUCTION TARGETS AGREED TO BY THE 
PRESIDENT, BY THE BIPARTISAN LEADERSHIP OF THE HOUSE AND 
SENATE, WITHOUT A COMBINATION OF BOTH SPENDING CUTS AND NEW 
REVENUES. LET MEMBERS BE EQUALLY CLEAR THAT THE REALITY OF 
THE NO TAX PLEDGES THAT SO MANY OF OUR COLLEAGUES HAVE TAKEN 
HAS BEEN TO LOCK IN AN UNFAIR TAX SYSTEM AND ENSURE THAT THE 
VERY WEALTHIEST AMONG US WILL BE EXEMPT FROM ANY OF THE 



BURDENS OF DEFICIT REDUCTION. IT ALSO MEANS THAT THE LION'S 
SHARE OF DEFICIT REDUCTION WILL FALL, AGAIN, ON MIDDLE AND 
LOWER INCOME AMERICANS -- WHO HAVE BEEN SQUEEZED ENOUGH. 
 
WE ARE, IN THIS PACKAGE THAT IS BEFORE MEMBERS TODAY, ABLE TO 
DRAMATICALLY REDUCE THE CUTS THAT WERE ORIGINALLY GOING TO 
BE IMPOSED UPON MEDICARE RECIPIENTS. WE HAVE BEEN ABLE TO 
ELIMINATE THE PROVISION THAT WAS CALLING FOR A 2- WEEK DELAY IN 
UNEMPLOYMENT COMPENSATION PAYMENTS. WE HAVE BEEN ABLE TO 
REDUCE THE BURDEN UPON FAMILY FARMERS. WE HAVE BEEN ABLE TO 
DO THAT PRECISELY BECAUSE WE WERE WILLING IN THIS PACKAGE TO 
SAY THAT THE WEALTHY WHO HAVE BEEN THE BENEFICIARIES OF THE 
PAST YEARS SHOULD NOW STAND UP AND PAY THEIR BILL FOR THE 
PARTY THEY HAVE ENJOYED FOR THE LAST DECADE. 
 
LET MEMBERS GET BEYOND THIS IMMEDIATE CRISIS, AND GET OUR 
COUNTRY ONTO A MUCH MORE POSITIVE FUTURE. LET MEMBERS ENACT 
THE PACKAGE TODAY. 
 
MR. KYL. MR. CHAIRMAN, THERE HAS BEEN A LOT OF TALK ABOUT 
FAIRNESS BY OUR COLLEAGUES ON THE DEMOCRATIC SIDE OF THE AISLE. 
BUT, THIS TAX BILL FAILS EVERY TEST OF FAIRNESS. 
 
A FAMILY OF FOUR EARNING $35,200 WOULD SEE A TAX INCREASE OF 7.4 
PERCENT UNDER THIS PLAN. A SINGLE PERSON MAKING $21,000 A YEAR 
WILL FIND A TAX BILL 5 PERCENT HIGHER. TAX THE RICH? FAMILIES 
EARNINGS $35,000 A YEAR ARE GOING TO BE VERY SURPRISED TO LEARN 
THAT THEY ARE NOW AMONG THE RICH. 
 
THE TRUTH OF THE MATTER IS THAT THE DEMOCRATS AREN'T TALKING 
ABOUT TAXING THE RICH; THEY ARE TALKING ABOUT TAXING EVERY 
AMERICAN.  
 
MR. CHAIRMAN, FEDERAL TAX COLLECTIONS HAVE DOUBLED IN THE 
LAST 10 YEARS. APPARENTLY, A MERE DOUBLING OF REVENUES ISN'T 
ENOUGH. THE DEMOCRATS NOW WANT TO LEVY THE LARGEST TAX 
INCREASE IN AMERICAN HISTORY -- NOT ON THE RICH -- BUT ON ALL 
AMERICANS, EVEN THOSE WITH MODEST INCOMES. 
 
THIS BILL WOULD DELAY INDEXING OF TAX BRACKETS AND PERSONAL 
EXEMPTIONS. THAT ONE PROVISION REPRESENTS $36 BILLION OUT OF THE 
POCKETS OF ALL AMERICANS OVER THE NEXT 5 YEARS. THE INCREASED 
MEDICARE PREMIUM AND DEDUCTIBLE WILL FORCE SENIOR CITIZENS TO 
SHOULDER A DISPROPORTIONATE SHARE OF DEFICIT REDUCTION. IT LAYS 
THE FOUNDATION FOR A NEW NATIONAL SALES TAX UNDER THE GUISE 
OF LUXURY TAXES. IT TAXES ALCOHOL AND TOBACCO. 



 
THE DEMOCRATS WANT THE AMERICAN PEOPLE TO PAY SIGNIFICANTLY 
HIGHER TAXES SO THAT CONGRESS CAN CONTINUE ITS SPENDING BINGE. 
LOOK AT THE SPENDING BILLS THE HOUSE OF REPRESENTATIVES HAS 
PASSED SO FAR. THE VA-HUD APPROPRIATIONS BILL 17.3 PERCENT OVER 
LAST YEAR'S LEVELS. THE LABOR-HEALTH AND HUMAN SERVICES 
EDUCATION BILL WHICH TOTALED 11.3 PERCENT OVER LAST YEAR'S 
LEVELS, A $17.3 BILLION INCREASE. THE AGRICULTURE APPROPRIATIONS 
BILL TOTALED 11.5 PERCENT MORE THAN LAST YEAR. THE TREASURY-
POSTAL SERVICE APPROPRIATIONS BILL CAME IN AT 12.3 PERCENT MORE 
THAN LAST YEAR. 
 
IF TAXES ARE INCREASED, DOES ANYONE REALLY BELIEVE THAT 
SPENDING WILL BE CONSTRAINED? I DON'T THINK THE AMERICAN PEOPLE 
ARE FOOLED BY THIS PACKAGE. IT IS TAX AND SPEND ALL OVER AGAIN. 
 
I URGE MY COLLEAGUES TO OPPOSE THE BILL. 
 
MR. GRADISON. MR. CHAIRMAN, THE DEBATE OVER THE BUDGET AND THE 
APPROACHING ELECTION HAVE FOCUSED ATTENTION ON THE ECONOMY 
DURING THE EIGHTIES. SO FAR, THE DEMOCRATIC INTERPRETATION IS 
PREVAILING IN THE MEDIA AND THREATENS TO BECOME THE 
CONVENTIONAL WISDOM. THEIR INTERPRETATION, HOWEVER, IS WRONG. 
AS ALAN GREENSPAN ONCE SAID, "EVERYONE IS ENTITLED TO THEIR OWN 
OPINIONS, BUT NOT THEIR OWN FACTS." 
 
STRIPPED OF THE RHETORICAL VENEER, THE DEMOCRATS' ARGUMENTS 
CAN BE SEED FOR WHAT THEY ARE, THE POLITICS OF ENVY. THESE 
ARGUMENTS ARE TOO IMPORTANT TO LET GO UNCHALLENGED. 
 
FAMILY INCOME 
 
DEMOCRATS HAVE HAD A FIELD DAY WITH STATISTICS AND 
DEMONSTRATE LITTLE OR NO CHANGE IN REAL, THAT IS, AFTER 
INFLATION FAMILY INCOME SINCE THE EARLY SEVENTIES. THE CAUSE OF 
THIS IS HARDLY REPUBLICAN POLICIES. RATHER, IT IS TWO EXTERNAL OIL 
SHOCKS AND THE INFLATIONARY PERIOD OF THE CARTER 
ADMINISTRATION. IT HAS TAKEN THE LONGEST PEACETIME EXPANSION 
IN OUR NATION'S HISTORY JUST TO GAIN BACK LOST GROUND. 
 
THIS IS ALSO TRUE WHEN YOU LOOK AT FAMILY INCOME BY INCOME 
GROUPS, THE FOLLOWING TABLE SHOWS THAT ALL GROUPS LOST 
GROUND FROM 1973 TO 1981 AND ALL GROUPS GAINED DURING THE 
EIGHTIES. THE RICH DID NOT GET RICHER AT THE EXPENSE OF THE POOR; 
RATHER, EVERYONE GOT RICHER. TO COMPLAIN THAT SOMEONE GOT 



RICHER FASTER THAN SOMEONE ELSE IS TO ENGAGE IN THE POLITICS OF 
ENVY. 
 
CHANGE IN REAL FAMILY INCOME BY QUINTILE AND RACE 
 
[In percent] 

Quintile    1973-81    1981-88 
 

Top fifth      -5.5     20.6 
2d fifth      -5.8     12.9 
3d fifth      -7.9     10.2 
4th fifth      -12.0     8.7 
Bottom Fifth      -15.8     5.6 
Whites      -7.1     15.0 
Blacks       -7.4     16.5 
 
IT IS ALSO WORTH NOTING THAT WHILE THE INCOME OF BLACK FAMILIES 
FELL DURING THE SEVENTIES SLIGHTLY MORE THAN WHITE FAMILES, 
SINCE 1981, BLACK FAMILY INCOME HAS RISEN FASTER THAN WHITE 
FAMILY INCOME. 
 
A NATION OF HAMBURGER FLIPPERS? 
 
DEMOCRATS OFTEN ALLEGE THAT WE ARE EXPORTING ALL OUR GOOD 
JOBS OVERSEAS. THE FACTS ARE OTHERWISE. THE UNPRECEDENTED JOB 
GROWTH OF THE EIGHTIES HAS BEEN IN GOOD JOBS AT GOOD WAGES, 
AND HAS BEEN IN HIGHER PAYING JOBS THAN THE JOBS CREATED 
DURING THE SEVENTIES. 
 
WE ARE BECOMING A HIGH-TECHNOLOGY, SERVICE-ORIENTED ECONOMY, 
BUT WE ARE, AT THE SAME TIME, MAINTAINING AND EXPANDING OUR 
MANUFACTURING BASE. MANUFACTURING'S SHARE OF GNP TODAY IS AT 
ITS HISTORICAL AVERAGE AND HAS BEEN CLIMBING SINCE 1982 AFTER A 
SIGNIFICANT DECLINE DURING THE SEVENTIES. 
 
TAXES AND THE RICH 
 
RECENTLY, THE DEMOCRATS HAVE BEEN RESORTING TO APPEALS TO 
CLASS DISTINCTIONS, CLAIMING THE RICH AREN'T PAYING THEIR FAIR 
SHARE OF TAXES. TO RECTIFY THIS INJUSTICE, THE DEMOCRATS SEEK TO 
RAISE MARGINAL RATES AND IMPOSE A SURTAX ON MILLIONAIRES, A 
STARK REVERSAL OF THE GOALS OF THE TAX REFORM ACT OF 1986. 
 
THE FACTS, HOWEVER, INDICATE THAT THE RICH ARE PAYING AT LEAST 
THEIR FAIR SHARE OF INCOME TAX. THE SHARE OF FEDERAL INCOME 
TAXES PAID BY THE RICHEST 1 PERCENT OF TAXPAYERS CLIMBED FROM 



NEARLY 7 PERCENT IN 1981 TO OVER 13 PERCENT IN 1986 -- ALMOST A 
DOUBLING -- AND THE RICHEST 5 PERCENT OF AMERICANS PAID ALMOST 
43 PERCENT OF ALL FEDERAL INCOME TAXES IN 1986. 
 
BY CONTRAST, THE POORER HALF OF AMERICANS PAY ONLY 6.2 PERCENT 
OF FEDERAL INCOME TAXES, DOWN FROM 6.8 PERCENT IN 1979, AND THE 
POOREST 25 PERCENT PAY LESS THAN 1 PERCENT OF ALL FEDERAL 
INCOME TAXES. THE INCOME SYSTEM IS PROGRESSIVE. 
 
MR. SPEAKER, I WOULD ALSO LIKE TO MAKE ONE MORE POINT. THE 
DEMOCRATIC RECONCILIATION ALTERNATIVE DELAYS INDEXING FOR 1 
YEAR. THIS WOULD HIT THE MIDDLE CLASS HARD AND WOULD MARK A 
TEMPORARY RETURN TO THE BRACKET CREEP OF THE SEVENTIES. IT 
REPRESENTS OVER 10 PERCENT OF THE TAX REVENUE RAISED BY THEIR 
PLAN. 
 
WE NEED A BUDGET THAT IS BASED ON EQUITY AND FACTS, NOT 
HYPOCRISY, CYNICISM, AND THE POLITICS OF ENVY. 
 
MR. HEFLEY. MR. CHAIRMAN, TODAY WE ARE WITNESSING A TRIUMPH 
FOR LEFT-WING POLITICS IN AMERICA. AFTER HAVING THEIR PRO-TAX 
CANDIDATES COMPLETELY DEFEATED IN THE PREVIOUS THREE 
PRESIDENTIAL ELECTIONS, THEIR STRONG-ARM CONGRESSIONAL 
LEADERSHIP RUN OUT OF OFFICE IN DISGRACE, AND THEIR REMAINING 
LEADERSHIP DIVIDED AND WEAK, THE DEMOCRATS HAVE REBOUNDED 
TO WHAT CAN ONLY BE DESCRIBED AS ONE OF THE GREAT COME-FROM-
BEHIND VICTORIES OF ALL TIME. [*H10126] THIS RECONCILIATION 
PACKAGE IS THE SYMBOL OF THAT VICTORY. 
 
JUST WHAT DOES THIS "VICTORY" MEAN FOR THE AMERICAN TAXPAYER, 
 
A RECORD TAX INCREASE: AMERICANS CURRENTLY CARRY THE HIGHEST 
PEACETIME TAX BURDEN IN HISTORY. THIS PLAN WOULD ADD TO THAT 
BURDEN A RECORD TAX INCREASE OF $144.7 BILLION OVER THE NEXT 5 
YEARS. IF YOU INCLUDE INCREASED USER FEES AND OTHER EXPENSES, 
THIS PACKAGE WILL INCREASE THE COST OF THE FEDERAL GOVERNMENT 
TO AMERICANS BY $177.7 BILLION.  
 
ABUSE OF FEDERAL TRUST FUNDS: THIS PACKAGE ABUSES SEVERAL OF 
THE FEDERAL TRUST FUNDS, INCLUDING SOCIAL SECURITY, BY RAISING 
THEIR RESPECTIVE FEES AND THEN USING THAT MONEY TO BALANCE THE 
BUDGET. 
 
NO SPENDING CUTS: WITH THE EXCEPTION OF DEFENSE, THERE ARE NO 
SPENDING CUTS INCLUDED IN THIS PACKAGE. ALL OTHER FEDERAL 
SPENDING AREAS ARE SLATED TO INCREASE OVER THE NEXT 5 YEARS. 



 
BOGUS ECONOMIC ASSUMPTIONS: THE ECONOMIC ASSUMPTIONS 
INCLUDED IN THIS PLAN PREDICT RECORD ECONOMIC GROWTH AND 
INTEREST RATES THAT HAVEN'T BEEN SEEN IN THE LAST 25 YEARS. IF 
THESE ASSUMPTIONS ARE TRUE, THEN WE DON'T NEED A TAX INCREASE 
TO BALANCE THE BUDGET; IF WE ADOPT THIS TAX INCREASE, THERE'S NO 
WAY THESE ECONOMIC ASSUMPTIONS COULD POSSIBLY COME TRUE. 
 
MR. SPEAKER, THE ECONOMY IS SLOWING TO A CRAWL, INFLATION IS 
RISING, AND THE DEMOCRATS ARE CALLING FOR A TAX INCREASE. 
BUSINESS AS USUAL IS TOO LIGHT A TERM TO DESCRIBE WHAT IS 
HAPPENING IN THE HOUSE TODAY. 
 
AT THE SAME TIME, REPUBLICANS HAVE BEEN COMPLETELY SHUT OUT 
OF THE LEGISLATIVE PROCESS. DEMOCRATS HAVE STATED THAT THE 
REPUBLICAN ALTERNATIVE WAS NOT ALLOWED TO BE CONSIDERED 
BECAUSE IT FELL $100 BILLION SHORT OF THE DEFICIT REDUCTION 
TARGETS INCLUDED IN THE BUDGET RESOLUTION. 
 
THEIR OWN PROPOSAL, THEY CLAIM, LIVES UP TO THE $500 BILLION IN 
DEFICIT REDUCTION REQUIRED BY THAT RESOLUTION. THE TRUTH IS THE 
DEMOCRAT PLAN WON'T CUT THE DEFICIT BY $1, LET ALONE $500 
BILLION. HERE'S WHY. 
 
NO SPENDING RESTRICTIONS: WITHOUT ENFORCEABLE SPENDING CAPS, 
CONGRESS WILL CONTINUE TO SPEND MORE MONEY THAN IT TAKES IN. IN 
THE POST-WAR PERIOD, CONGRESS HAS SPENT $1.58 FOR EVERY DOLLAR 
IT RAISES IN TAXES. 
 
OVER-PRICED TAX INCREASES: CONGRESS CHRONICALLY OVER 
ESTIMATES THE AMOUNT OF REVENUE IT WILL RAISE BY INCREASING 
TAXES. EVERY TAX INCREASE WE PASSED DURING THE 1980'S FAILED TO 
RAISE AS MUCH MONEY AS THE TAX COMMITTEES AND CONGRESSIONAL 
BUDGET OFFICE CLAIMED IT WOULD. 
 
PHANTOM INTEREST SAVINGS: THE INTEREST SAVINGS INCLUDED IN THIS 
PACKAGE ARE NEVER GOING TO HAPPEN. THESE PROJECTED SAVINGS 
ARE EXPECTED FROM LOWER FUTURE DEFICITS AND LOWER INTEREST 
RATES. SINCE NEITHER IS GOING TO HAPPEN, INTEREST EXPENSES ARE 
GOING TO INCREASE, NOT FALL. 
 
IF WE ADOPT THE DEMOCRAT'S BUDGET RECONCILIATION PACKAGE 
TODAY, THEN NEXT YEAR WE WILL HAVE A LARGER DEFICIT, AN 
ECONOMY IN RECESSION, AND A FEDERAL BUDGET PROCESS THAT 
FAILED IN EVERY WAY SINCE ITS INCEPTION IN 1974. 



WHAT CAN WE DO TO AVOID THIS? ADOPT THE REPUBLICAN 
ALTERNATIVE.  
 
SPENDING CUTS: THE REPUBLICAN ALTERNATIVE INCLUDES REAL 
SPENDING CUTS. OUR DEFICIT PROBLEMS ARE THE RESULT OF TOO MUCH 
SPENDING, NOT TOO FEW TAXES. THE REPUBLICAN ALTERNATIVE CUTS 
DEFENSE SPENDING AND FREEZES DISCRETIONARY SPENDING, 
ENTITLEMENTS, AND FOREIGN AID. 
 
BUDGET REFORMS: FURTHERMORE, THE REPUBLICAN ALTERNATIVE 
INCLUDES MUCH-NEEDED BUDGET REFORMS THAT WILL PREVENT THIS 
TYPE OF LAST-MINUTE BUDGETING FROM HAPPENING IN THE FUTURE. 
THESE REFORMS INCLUDE ELIMINATING THE FRAUDULENT "CURRENT 
SERVICES" BUDGETING, SO IN THE FUTURE A SPENDING INCREASE IS 
CALLED A SPENDING INCREASE, NOT A PROGRAM CUT. 
 
NO TAX INCREASES: REPUBLICANS RECOGNIZE THAT AMERICANS ARE 
DROWNING UNDER THIER CURRENT TAX BURDEN. FOR THAT REASON, 
THIS PACKAGE DOES NOT INCLUDE ANY NEW TAXES, INCLUDING NO 
INCREASED MEDICARE PREMIUMS. 
 
MR. CHAIRMAN, IF GIVING COMMITTEE CHAIRMEN THE RESPONSIBILITY 
OF CUTTING SPENDING WAS THE WAY TO REDUCE THE DEFICIT, WE 
WOULD HAVE BALANCED THE BUDGET 20 YEARS AGO. THE DEMOCRAT 
PROPOSAL DEMONSTRATES THAT TRUTH ONLY TOO CLEARLY. THE ONLY 
HOPE WE HAVE TODAY OF TRUE DEFICIT REDUCTION IS TO ADOPT THE 
REPUBLICAN ALTERNATIVE AND REFORM THE BUDGET PROCESS. SINCE 
THE DEMOCRATS HAVE PREVENTED US FROM DOING THAT TODAY, WE 
SHOULD KILL THEIR TAX-AND-SPEND PROPOSAL AND FORCE THEM TO 
CONSIDER OUR ALTERNATIVE PLAN. OTHERWISE, THE DEFICIT WILL 
CONTINUE TO GROW, THE ECONOMY WILL SINK INTO RECESSION, AND 
NEXT YEAR HOUSE REPUBLICANS WILL BE COMING TO THE FLOOR 
SAYING "I TOLD YOU SO." I CAN TELL YOU NOW THOSE WORDS WILL BE A 
HOLLOW VICTORY. 
 
MR. SYNAR. MR. CHAIRMAN, THIS BUDGET DECISION IS A RECOGNITION 
BY CONGRESS THAT WE HAVE CROSSED THE LAST BRIDGE OF EASY 
ANSWERS. THIS BRIDGE MUST BE CROSSED IN ORDER TO GET TO THE 
SOLUTIONS THAT HAVE ELUDED US FOR WAY TOO LONG. ONCE THIS 
BRIDGE IS CROSSED, MEMBERS CAN BEGIN THE PROCESS OF CORRECTING 
THE MISTAKES OF THE REAGAN ERA WHICH PERMITTED THE WEALTHIER 
TO BE UNDERTAXED; AND WHICH SAW AN EXCESSIVE GROWTH IN 
DEFENSE SPENDING LEADING TO THE PRESENT BUDGET CRISIS. MY 
SUPPORT OF THIS BILL HAS NOT BEEN AN EASY DECISION. 
 



I VOTED AGAINST THE BUDGET SUMMIT AGREEMENT ON OCTOBER 4 AND 
VOTED FOR THE REVISED BUDGET ON OCTOBER 7, WITH THE 
EXPECTATION THAT A FAIR AGREEMENT COULD BE DEVISED. I BELIEVED 
THERE HAD TO BE FOUR ELEMENTS TO BE FAIR. FIRST, IT HAD TO 
PROTECT POOR ELDERLY AMERICANS FROM UNFAIRLY HIGH MEDICARE 
PREMIUMS AND ANNUAL DEDUCTIBLE AMOUNTS. THERE HAD TO BE 
PROVISIONS UNDER MEDICARE THAT DID NOT SIMPLY SHIFT COSTS TO 
BENEFICIARIES WHO CAN NOT AFFORD TO PAY. SECOND, THE REVENUES 
RAISED HAD TO RECOGNIZE THAT WORKING AMERICANS AND THE 
MIDDLE CLASS, HAVE BORNE A DISPROPORTIONATE SHARE OF THE COST 
OF GOVERNMENT OVER THE PAST 10 YEARS. THIRD, THE TAX BUBBLE 
HAD TO BE ELIMINATED SO THAT THE RICHEST AMERICANS WOULD NOT 
PAY LESS OF A SHARE OF TAXES THAN MIDDLE INCOME AND WORKING 
TAXPAYERS. FOURTH, THE BURDEN OF DEFICIT REDUCTION HAD TO BE 
SHARED. 
 
FOR THE PAST WEEK, I HAVE PARTICIPATED IN THE PROCESS AND 
LISTENED TO THE COMMENTS AND SUGGESTIONS OF MY OKLAHOMA 
CONSTITUENTS. THERE ARE COMPETING INTERESTS IN THIS DEBATE AND I 
MADE MY DECISION ON THE BASIS OF WHETHER THE BUDGET MET MY 
STATED CRITERIA BUT MORE IMPORTANTLY ON THE BASIS OF WHETHER 
IT IS FAIR. 
 
THERE ARE PROVISIONS I LIKE IN THE BUDGET AND THERE ARE SECTIONS 
FOR WHICH I WOULD NOT VOTE IF THESE WERE INCLUDED IN SEPARATE 
LEGISLATION. ON THE PLUS SIDE, THE DEMOCRATIC ALTERNATIVE 
CLEARLY BEGINS TO REVERSE THE REGRESSIVE TAX STRUCTURE OF THE 
PAST DECADE WHICH HAS ALLOWED THE RICHEST AMERICANS TO AVOID 
THEIR FAIR SHARE OF TAXES. CONTRARY TO THE REPUBLICAN 
ALTERNATIVE, THE AGREEMENT DOES NOT RELY HEAVILY ON HIDDEN 
TAXES WHICH ARE THINLY DISGUISED AS USER FEES FOR GOVERNMENT 
SERVICES. 
 
THE BILL DOES CONTAIN A MINIMAL INCREASE IN MEDICARE PREMIUMS, 
HOWEVER, THESE HAVE BEEN FAIRLY DISTRIBUTED. IN FISCAL YEAR 1991, 
THE INCREASE IS THE SAME AS EXPECTED UNDER PRESENT LAW AND 
WILL MEAN ONLY AN INCREASE OF $1.30 PER MONTH. THE DEDUCTIBLE IS 
RAISED ONLY $25 FOR ALL 5 YEARS TO $100. 
 
INCLUDED IN THE PACKAGE ARE CERTAIN BUDGET PROCESS REFORMS. 
SOME OF THESE ARE GOOD IN THAT THE SOCIAL SECURITY SURPLUS CAN 
NOT BE COUNTED AS REDUCING THE DEFICIT AND A PAY-AS-YOU-GO 
SYSTEM IS ADOPTED FOR FUTURE SPENDING. THE DOWN SIDE IS THAT 
THE REFORMS TAKE MORE RESPONSIBILITY FOR BUDGET DECISIONS 
AWAY FROM CONGRESS AND THUS FURTHER AWAY FROM THE AMERICAN 
TAXPAYER. 



 
THERE IS ACTUAL DEFICIT REDUCTION IN THE PACKAGE, NOT SHAM 
TECHNIQUES. THE ACTUAL REDUCTIONS OVER 5 YEARS ARE 
SIGNIFICANTLY MORE THAN THAT PROPOSED BY THE REPUBLICANS. THIS 
IS THE FIRST REDUCTION I HAVE SEEN IN MY TENURE. I AM CONVINCED 
IT WILL ASSIST IN STIMULATING THE ECONOMY AND PROVIDE FOR 
GROWTH. 
 
I HAVE A RESPONSIBILITY TO ENSURE THAT GOVERNMENT TAKES CARE 
OF THE NEEDY AND DEVELOPS A SOUND INFRASTRUCTURE FOR THE 
FUTURE. THIS BILL BEGINS THE MOVE TOWARD THOSE GOALS. 
 
MR. JONES OF NORTH CAROLINA. MR. CHAIRMAN, THE 1991 BUDGET 
RESOLUTION INCLUDED RECONCILIATION INSTRUCTIONS TO THE 
COMMITTEE ON MERCHANT MARINE AND FISHERIES ASKING FOR $222 
MILLION IN FISCAL 1991 WITH INCREASES IN THE OUT YEARS. OUR 
COMMITTEE REPORTED PROVISIONS WHICH EXCEED THE AMOUNTS OF 
SAVINGS WHICH WE WERE ASKED TO PRODUCE. 
 
THE BULK OF OUR SAVINGS ARE ACHIEVED BY RAISING EXISTING 
TONNAGE CHARGES WHICH APPLY TO COMMERCIAL VESSELS ENTERING 
THE UNITED STATES FROM A FOREIGN PORT. THEY ARE FOUND IN 
SECTION 121 OF TITLE 46, UNITED STATES CODE. THESE TONNAGE 
CHARGES DATE ALMOST TO THE BEGINNING OF OUR NATION AND HAVE 
NOT BEEN INCREASED SINCE 1909. THIS SINGLE PROVISION WILL 
GENERATE $190 MILLION IN ADDITIONAL REVENUES EACH YEAR. 
 
THE COMMITTEE HAS ALSO AUTHORIZED THE COAST GUARD TO COLLECT 
TRUE USER FEES FOR SERVICES LIKE EXAMINATION AND INSPECTION OF 
VESSELS AND THE LICENSING OF CREWS. THESE USER FEES WILL 
GENERATE ABOUT $30 MILLION IN THE FIRST YEAR. 
 
THE COMMITTEE'S PROPOSAL ALSO AUTHORIZES THE ENVIRONMENTAL 
PROTECTION AGENCY TO CHARGE USER FEES WHICH OFFSET THE COST 
OF SEVERAL ENVIRONMENTAL REGULATORY PROGRAMS, RAISING AN 
ADDITIONAL $22 MILLION. 
 
FINALLY, THE COMMITTEE HAS AMENDED THE COASTAL ZONE 
MANAGEMENT ACT TO REQUIRE THE UNDERSECRETARY OF COMMERCE 
TO CHARGE FEES OFFSETTING THE COST OF PERMIT APPEALS UNDER 
THAT LAW. THIS AMENDMENT WILL ACHIEVE SAVINGS OF AS MUCH AS 
$500,000. 
 
FOR LEGISLATIVE HISTORY OF THE CZMA PROVISIONS, PLEASE SEE PAGES 
H8068 TO H8103 OF THE CONGRESSIONAL RECORD OF SEPTEMBER 26. 
 



THE COMMITTEE ALSO ADDED PROVISIONS DERIVED FROM H.R. 44, H.R. 
188, AND H.R. 4333. 
THERE IS ALSO A PROVISION ON NOAA FACILITIES IN VIRGINIA. 
 
MR. CHAIRMAN, THE COMMITTEE ON MERCHANT MARINE AND FISHERIES 
HAS COMPLIED WITH THE [*H10127] SPIRIT AND THE LETTER OF ITS 
RECONCILIATION INSTRUCTIONS. I ASK THE MEMBERS TO SUPPORT THESE 
PROVISIONS AND SUPPORT THE PASSAGE OF H.R. 5835. 
 
MR. RAHALL. MR. CHAIRMAN, I AM VERY RELUCTANT TO VOTE FOR THIS 
RESOLUTION. I WILL, OF COURSE, RESERVE JUDGMENT ON THE 
CONFERENCE REPORT. EARLIER I VOTED NO ON THE RULE, AND I DID SO 
BECAUSE IT EXCLUDED CONSIDERATION OF THE SO-CALLED REPUBLICAN 
SUBSTITUTE ON THE BUDGET, WHICH WOULD, IF CONSIDERED, HAVE 
GIVEN THOSE OF US WHO ARE UNALTERABLY OPPOSED TO RAISING 
TAXES, A CHANCE TO VOTE ON A BUDGET THAT DOES NOT RAISE THEM. 
 
WHAT WOULD I DO INSTEAD OF RAISING TAXES? I WOULD PROBABLY NOT 
DESIGN A BUDGET SUCH AS THAT DESIGNED BY THE REPUBLICANS. I 
CERTAINLY WOULD NOT INFLICT THE PAIN OF DEFICIT REDUCTION ON 
HANDICAPPED CHILDREN, OR THE FRAIL ELDERLY WHO DEPEND ON 
MEDICARE AND SOCIAL SECURITY. 
 
BUT I WOULD REDUCE THE DEFICIT AND BALANCE THE BUDGET OVER 5 
YEARS, AS HAS BEEN STATED HERE BEFORE BY MYSELF AND OTHERS, 
SIMPLY BY REDUCING DEFENSE SPENDING, CUTTING NATO SUPPORT, AND 
REDUCING FOREIGN AND INTERNATIONAL AID. 
 
I WOULD DO THE ABOVE, AND BY SO DOING ACHIEVE WHAT BOTH THE 
DEMOCRATS AND THE PRESIDENT WANT, WITHOUT RAISING A SINGLE 
TAX ON ANYONE. 
 
WHILE I APPRECIATE THE WORK DONE BY THE WAYS AND MEANS 
COMMITTEE IN BRINGING DOWN THE COST TO SENIOR CITIZENS ON 
MEDICARE, AND THE FACT THAT NO GASOLINE OR PETROLEUM TAXES 
ARE BEING IMPOSED UNDER THEIR ALTERNATIVE BUDGET, AND MOST 
CERTAINLY FOR TAXING THE RICH, THERE ARE SERIOUS, IN MY OPINION, 
CUTS IN VETERANS' PENSIONS AND HEALTH BENEFITS, AND IN STUDENT 
LOANS. 
 
THE BUDGET PACKAGE, EVEN WITHOUT TAXES, DOES GRAVE DAMAGE TO 
DOMESTIC PROGRAMS HERE AT HOME, AND WILL CAUSE PANIC AND 
UPHEAVAL IN MANY LIVES BEFORE WE ARE THROUGH WITH IT IN 5 YEARS 
TIME. 
 



MR. CHAIRMAN, THERE IS NOTHING WRONG WITH THIS PROCESS EXCEPT 
THAT WHICH BROUGHT US TO THIS PROCESS IN THE BEGINNING -- AND 
THAT IS THE GRAMM-RUDMANHOLLINGS ACT WHICH SHOULD, IN MY 
OPINION, BE REPEALED. NO ONE ABIDES BY IT. WE WAIVE ITS 
REQUIREMENTS AND JURISDICTIONS HERE AT THE DROP OF A HAT. WE 
USE IT TO SUIT OUR IMMEDIATE NEEDS TO GET OFF THE HOOK WHENEVER 
THAT NEED ARISES. 
 
YET WHEN CRUNCH-TIME COMES -- AND I BLAME THE PRESIDENT 
DIRECTLY FOR THE 5-MONTH DELAY IN THIS RECONCILIATION PROCESS 
SINCE THE MAY 1ST ADOPTION OF A BUDGET RESOLUTION BY THIS HOUSE 
-- EVERYONE LETS GRAMM-RUDMAN RISE UP AS A MONSTER MORE 
HORRIFYING THAN WE COULD HAVE EVER CONJURED UP AS CHILDREN, 
PLAYING IN THE DARK -- AND WE LET IT SCARE US INTO CLOSING DOWN 
GOVERNMENT, AND LOCKING THE DOORS OF OUR NATION'S HISTORIC 
SITES TO THE DISAPPOINTMENT OF CHILDREN, AND WE THREATEN TO 
FURLOUGH FEDERAL WORKERS, CUT CHILD NUTRITION, AND EDUCATION 
FOR THE HANDICAPPED, AND TO CUT REHABILITATION FOR THE 
DISABLED, AND REDUCE OR SEVERELY CURTAIL VETERANS' PROGRAM 
BENEFITS. THAT IS WHAT WE HAVE BEEN DOING IN THE YEARS SINCE 
ENACTMENT OF GRAMM-LATTA I AND GRAMM-LATTA II IN REAGAN'S 
HEYDAY, AND WE ARE NOW LETTING THE SUCCESSOR, GRAMM-RUDMAN-
HOLLINGS, PLAY THE MONSTER, AND GIVE US AN EXCUSE TO DO JUST 
WHAT WE ARE DOING -- RAISING TAXES IN ORDER TO REDUCE THE 
DEFICIT. 
 
THE DEMOCRATS DIDN'T CREATE THIS DEFICIT -- NO DEMOCRAT HAS 
SERVED IN THE WHITE HOUSE WHILE THE DEFICIT DOUBLED, TRIPLED 
AND QUADRUPLED ITSELF INTO THE CRITICAL MASS IT HAS BECOME 
TODAY. DEMOCRATS TRIED, HAVE TRIED, TO KEEP THE DEFICIT DOWN, 
BY SENDING PRESIDENTS OVER THE LAST DECADE ANNUAL 
APPROPRIATIONS BILLS THAT WERE FAR BELOW THE AMOUNTS 
REQUESTED BY PRESIDENTS IN THE WHITE HOUSE. AND WE DID IT AT 
GREAT SACRIFICE OF DOMESTIC PROGRAMS FOR THE ELDERLY, FOR 
EDUCATIONALLY DEPRIVED CHILDREN, FOR THE ECONOMIC WELFARE OF 
OUR STATES AND LOCALITIES BACK HOME -- ALL BECAUSE OF MR. 
REAGAN'S VOODOO ECONOMICS TO BLITHELY CUT TAXES, WHILE 
APPROVING THE MOST MASSIVE, PEACETIME DEFENSE BUILDUP EVER 
KNOWN TO MAN. IN ORDER TO BUILD THAT NUCLEAR, PIE-IN-THE-SKY, 
ARSENAL OF PLANES THAT WON'T FLY AND STAR WARS AND BRILLIANT 
PEBBLES, WHILE AT THE SAME TIME KEEPING SPENDING BELOW THE 
PRESIDENT'S OWN REQUEST, THE CONGRESS CUT EDUCATION, CUT 
SPENDING ON HEALTH CARE FOR ALL AMERICANS, WATCHED ECONOMIC 
DEVELOPMENT OPPORTUNITIES GO OUT THE WINDOW -- FOR 10 LONG 
YEARS. 
 



DURING THESE PAST 10 YEARS, WE COULDN'T GET FULL FUNDING FOR 
HEAD START, OR WIC FOR WOMEN, INFANTS AND CHILDREN, OR JOB 
TRAINING FOR DISPLACED WORKERS. 
 
INCREASES FOR CHILD CARE OR FOR CHAPTER 1 REMEDIAL EDUCATION 
FOR YOUNG CHILDREN? FORGET IT. WE BARELY HUNG ONTO EDA AND 
ARC FUNDING, UNDER A PRESIDENTIAL DECREE THAT THESE PRO- GRAMS 
BE ZEROED OUT OF EXISTENCE. 
 
IN THE PAST 2 YEARS, WE HAVE FAILED TO PROVIDE CATASTROPHIC 
HEALTH CARE FO THE ELDERLY, AND UNDER THE NEW RULES IN THIS 
PACKAGE, WE BIND THE HANDS OF APPROPRIATORS AND OURSELVES FOR 
5 LONG YEARS, DURING WHICH TIME WE WILL BE UNABLE TO EVEN 
CONSIDER THE NEED FOR HEALTH CARE FOR 37 MILLION AMERICANS 
WHO HAVE ACCESS TO ABSOLUTELY NO MEDICAL CARE AT ALL. AND 
LEST WE FORGET, ONE OUT OF EVERY 5 OF THOSE 37 MILLION AMERICANS 
WITHOUT HEATH CARE ARE CHILDREN -- CHILDREN OFTEN CONCEIVED 
AND REARED IN SUCH DIRE POVERTY THROUGHOUT THESE UNITED 
STATES, NOT JUST APPALACHIA, THAT THEY'VE NEVER HAD THREE 
NOURISHING MEALS A DAY, A DECENT HOME, DECENT OR WARM 
CLOTHING, OR CARE FROM A DOCTOR OR A DENTIST. CHILDREN DON'T GO 
TO THE POLLS AND VOTE -- AND THEY HAVE NO VOICE UNLESS IT IS OURS 
RAISED IN THEIR BEHALF. 
 
FOR 10 YEARS DEMOCRATS HAVE TRIED TO DO TWO THINGS. WORK WITH 
REPUBLICAN ADMINISTRATIONS, SUPPORT THE PRESIDENT OF ALL THE 
PROPLE AS OFTEN AS POSSIBLE, AND TO KEEP DOWN SPENDING AS 
EVIDENCED BY THE APPROPRIATIONS BILLS SENT TO THE WHITE HOUSE 
FOR SIGNATURE OVER THAT DECADE THAT WERE LESS IN DOLLAR 
AMOUNTS THAN THE WHITE HOUSE DEMANDED. 
 
WE HAVE SEEN OURSELVES CASTIGATED, AS DEMOCRATS, AS 
INCUMBENTS,FOR THE SINS OF OTHERS -- NAMELY THOSE IN CHARGE OF 
THE WHITE HOUSE, FOR TOO LONG. 
 
DR. FEELGOOD DOESN'T LIVE THERE ANY MORE, BUT WE DO HAVE A 
PRESIDENT WHO SAID "READ MY LIPS," AND WHEN THAT DIDN'T WORK, 
MADE A JOKE OF THE ECONOMICALLY PERILOUS TIMES WE ARE 
CURRENTLY IN BY SAYING "READ MY HIPS." I DON'T THINK THE PEOPLE 
OF WEST VIRGINIA FOUND IT VERY FUNNY. 
 
AND DURING THESE PAST 2 WEEKS, WHEN EXHAUSTIVE EFFORTS HAVE 
BEEN MADE BY ALL INVOLVED TO COME UP WITH SOMETHING FAIR -- 
JUST PLAIN, OLD SIMPLE FAIRNESS IN TERMS OF A BUDGET -- THE 
PRESIDENT HAS BEEN OFF CAMPAIGNING FOR HIS FRIENDS, AND 



WHEN HE ISN'T DOING THAT, HE APPARENTLY IS SITTING IN THE WAR 
ROOM CONTEMPLATING FOREIGN POLICY. HE CERTAINLY BOWLED ME 
OVER THE OTHER DAY WHEN HE ADMITTED HE PREFERRED MAKING 
FOREIGN POLICY, TO MAKING DOMESTIC POLICY. AND THAT POLICY 
CERTAINLY HAS BEEN EMBRACED BY HIS SECRETARY OF DEFENSE WHO 
RECENTLY STATED THAT IT WAS DELIGHTFUL HAVING THE CONGRESS 
OUT ON RECESS WHEN IRAQ INVADED KUWAIT. DOES THIS MEAN WAR? IS 
THERE A METHOD TO THIS MADNESS? DO WE DARE FINISH THIS BUDGET 
AND GO HOME, LEAVING BUSH AND CHENEY IN CHARGE? DO WE DARE 
LEAVE THEM IN CHARGE, IF WE ADOPT THIS BUDGET PACKAGE TODAY? 
 
IT'S A 5-YEAR PACKAGE, MR. CHAIRMAN. IS THAT WHY DESERT SHIELD, 
FOR WHICH I GAVE THE PRESIDENT MY SUPPORT, IS SEPARATE AND 
APART FROM THE REST OF THE BUDGET? SO THAT NO MATTER WHAT 
HAPPENS IN THE NEXT 5 YEARS, IF THE PRESIDENT WANTS WAR IN THE 
PERSIAN GULF, HE CAN UNILATERALLY DECLARE ONE ALL BY HIMSELF, 
AND GET FUNDING FOR IT TO BOOT? 
 
I AM A DEMOCRAT, AND I AM TOLD BY THE REPUBLICAN MEMBERS OF 
THIS BODY THAT SINCE WE CONTROL THE CONGRESS, EVERYTHING BAD 
THAT HAS HAPPENED IS OUR FAULT. WELL, THE PRESIDENT HAS VETOED 
AND BEEN SUSTAINED 14 TIMES ON MAJOR LEGISLATION DURING THIS 
CONGRESS ALONE AND I SAY, IT'S A TWO-WAY STREET MR. PRESIDENT. 
READ THE CONSTITUTION. 
 
MY PEOPLE IN WEST VIRGINIA HAVE BEEN TAXED TO THE ABSOLUTE 
EXTENT OF THEIR ABILITY TO PAY. THOUSANDS ARE OUT OF WORK; 
THOUSANDS MORE HAVE LEFT THEIR BELOVED STATE AND GONE 
ELSEWHERE FOR WORK, FOR THEY NO LONGER POSSESS THE DIGNITY 
THAT GOES WITH A PAYCHECK AND THE GOOD FEELING THAT COMES 
FROM PUTTING A MEAL ON THE TABLE FOR THEIR CHILDREN, OR WARM 
CLOTHING ON THEIR BACKS. 
 
MOST OF THE MEMBERS SPEAKING ON THE FLOOR TODAY HAVE STATED 
HOW DIFFICULT THIS DECISION IS. BUT THEY BELIEVE, MOST OF THEM, 
THAT AMERICA IS WATCHING THE DEBATE, AND LOOKING FOR STRENGTH 
IN US, TO BITE THE BULLET AND TO REDUCE THIS RUNAWAY DEFICIT, NO 
MATTER HOW WE HAVE TO DO IT. I HOPE THEY ARE RIGHT. 
 
MR. MAVROULES. MR. CHAIRMAN, I RISE TODAY TO ADD MY VOICE TO 
THE BUDGET DEBATE AND TO URGE MY COLLEAGUES TO WORK 
TOGETHER TO FORGE MUCH NEEDED UNITY BEHIND THIS NEW PLAN. 
THROUGHOUT THE COUNTRY, AMERICANS ARE EXASPERATED WITH 
GOVERNMENT, WITH THE ADMINISTRATION, AND WITH CONGRESS. MOST 
PEOPLE DO NOT UNDERSTAND THE PHILOSOPHICAL DIFFERENCES THAT 
HAVE UNDERGIRDED THIS DEBATE. AND FRANKLY, I THINK IT IS TIME WE 



SET ASIDE OUR DIFFERENCES AND WORK TO RESTORE MUCH NEEDED 
PUBLIC CONFIDENCE, CONFIDENCE IN THE BUDGET PROCESS, 
CONFIDENCE IN CONGRESS, AND CONFIDENCE IN THE GOVERNMENT AS A 
WHOLE. 
 
IN MY JUDGMENT, THE BUDGET MORASS WE HAVE FOUND OURSELVES IN 
WAS AVOIDABLE. TO CRITICS WHO POINT THE FINGER AT GRAMM-
RUDMAN-HOLLINGS, I WANT TO MAKE IT CLEAR UP FRONT; GRAMM-
RUDMAN-HOLLINGS IS NOT TO BLAME FOR OUR CURRENT FISCAL 
GRIDLOCK. BUDGET PARALYSIS IS A BYPRODUCT OF THE 
ADMINISTRATION AND CONGRESS' INABILITY TO OWN UP TO THE 
ONEROUS TASK OF SUBSTANTIALLY CUTTING SPENDING WHILE RAISING 
NEW REVENUES. 
 
IN MY JUDGEMENT, THE AMERICAN PEOPLE WANT CANDOR FIRST AND 
FOREMOST. AND CANDOR IS NOT WHAT THE ADMINISTRATION HAS BEEN 
PROVIDING. ON JANUARY 29, BUSH ADMINISTRATION OFFICIALS 
ESTIMATED THE BUDGET DEFICIT WOULD BE $63 BILLION. EXACTLY 9 
MONTHS LATER, THEY ADMIT IT IS $293 BILLION. THAT IS AN INCREASE OF 
$230 BILLION. THAT IS AN INCREASE OF $1,000 FOR EVERY AMERICAN 
MAN, WOMAN, AND CHILD. THAT IS BIGGER THAN THE ENTIRE ECONOMY 
OF THE COUNTRY OF MEXICO. 
 
THE BUDGET SUMMIT WAS CONVENED TO DRAW UP A PLAN TO PAY THE 
BILL FOR REAGANOMICS. [*H10128] HOWEVER, WHAT THE BUDGET 
SUMMIT GAVE US WAS ANOTHER PRESCRIPTION FOR BALANCING THE 
BUDGET ON THE BACKS OF THE POOR, ELDERLY, AND WORKING CLASS. I 
COULD NOT SUPPORT SUCH A PLAN. RAISING THE COST OF GASOLINE AND 
HOME HEATING OIL AND RAVAGING MEDICARE ACCOUNTS WHILE 
GRANTING A TAX BREAK TO OIL COMPANIES WHO HAVE GOUGED THE 
POCKETBOOKS OF AVERAGE AMERICANS DID NOT STRIKE ME AS A FAIR 
WAY TO BALANCE THE BUDGET. EVEN THE DISTINGUISHED MINORITY 
WHIP, NEWT GINGRICH, TOOK ISSUE WITH THE $60 BILLION CUT IN 
MEDICARE ACCOUNTS. 
 
NO ONE DOUBTS THAT WE MUST FACE UP TO CUTTING THE DEFICIT. NO 
ONE DOUBTS THAT THIS IS NO EASY TASK. THE ONLY DOUBT THAT EXISTS 
IS IN HOW WE MOST EQUITABLY ACCOMPLISH THIS TASK. 
 
I SUPPORTED THE REVISED BUDGET RESOLUTION. LIKE THE ORIGINAL 
SUMMIT AGREEMENT, THE REVISED BUDGET RESOLUTION MANDATES 
DEFICIT REDUCTION TO THE TUNE OF $40 BILLION IN FISCAL YEAR 1991 
AND $500 BILLION OVER 5 YEARS. ALSO LIKE THE ORIGINAL AGREEMENT, 
THE REVISED RESOLUTION DERIVED ROUGHLY 36 PERCENT OF ITS CUTS 
IN DISCRETIONARY SPENDING; 21 PERCENT IN MANDATORY SPENDING; 3 
PERCENT IN USER FEES; AND 33 PERCENT IN REVENUE INCREASES. 



HOWEVER, UNLIKE THE ORIGINAL RESOLUTION, MUCH MORE LATITUDE 
WAS GRANTED TO THE COMMITTEES OF JURISDICTION IN ACHIEVING 
THESE OBJECTIVES. AS A RESULT, I BELIEVE WE HAVE ACHIEVED A MUCH 
MORE PROGRESSIVE, FORWARD-LOOKING BUDGET. 
 
I STRONGLY SUPPORT THE WAYS AND MEANS ALTERNATIVE. UNLIKE THE 
ORIGINAL SUMMIT AGREEMENT, THE NEW BLUEPRINT DOES AWAY WITH 
THE GAS TAX, THE HOME HEATING OIL TAX, THE 2-WEEK DELAY IN 
UNEMPLOYMENT BENEFITS, AND THE $19 BILLION OF TAX LOOPHOLES -- 
INCLUDING THE OIL COMPANY SUBSIDY. TO THE EXTENT THAT THERE 
ARE NEW REVENUES IN THE DEMOCRATIC ALTERNATIVE, THEY ARE FAR 
MORE PROGRESSIVE IN NATURE. THE BUBBLE WOULD BE ELIMINATED 
AND AN EXPLICIT 33-PERCENT RATE BRACKET WOULD BE ADDED TO THE 
TAX CODE. IN ADDITION, A 10-PERCENT SURTAX WOULD BE IMPOSED ON 
INDIVIDUALS WITH TAXABLE INCOMES ABOVE $1 MILLION. 
 
IN SHORT, THE WAYS AND MEANS ALTERNATIVE SHIFTS THE INCREASED 
REVENUE BURDEN TO THOSE WHO ARE MORE ABLE TO PAY. THE TOP 1 
PERCENT OF INCOME EARNING FAMILIES IN THE UNITED STATES WOULD 
PAY 3.3 PERCENT MORE OF THEIR AFTER-TAX INCOME WHILE THE 
LOWEST QUINTILE OF INCOME EARNING FAMILIES WOULD PAY 0.2 
PERCENT LESS OF THEIR AFTER-TAX INCOME. BY COMPARISON, THE 
ORIGINAL SUMMIT AGREEMENT WOULD HAVE MORE THAN REVERSED 
THESE FIGURES. AMERICANS MAKING LESS THAN $10,000 WOULD HAVE 
PAID 1.7 PERCENT MORE OF THEIR AFTER-TAX INCOME WHILE AMERICANS 
MAKING MORE THAN $200,000 WOULD HAVE PAID 15.3 PERCENT LESS -- 
ACCORDING TO THE JOINT COMMITTEE ON TAXATION. IN SHORT ORDER, 
THE NEW BUDGET RESOLUTION WENT FROM REGRESSIVE TO 
PROGRESSIVE. 
 
BUILDING A CONSENSUS FOR MAKING DIFFICULT CUTS AND RAISING 
TAXES IS NO EASY TASK, EITHER IN WASHINGTON OR BACK HOME. BUT IF 
EVER THERE WAS A TIME FOR UNITY BUILDING, IT IS NOW. 
 
IN THE PAST 10 WEEKS, WE HAVE WITNESSED THE STATIONING OF SOME 
200,000 AMERICANS IN THE PERSIAN GULF. WORLD FINANCIAL MARKETS 
HAVE PLUMMETED WHILE WORLD OIL PRICES HAVE SKYROCKETED. THE 
FEAR OF WAR, THREAT OF OIL SHORTAGES COUPLED WITH A HUGE AND 
GROWING FEDERAL BUDGET DEFICIT HAVE LED TO FAR-REACHING CRIES 
OF RECESSION. 
 
WHILE OUR BUDGET PROBLEMS ARE REAL IN MY JUDGMENT, THE FEAR 
OF OIL SHORTAGES AND THE PRECIPITOUS IMPACT IT HAS HAD ON 
WORLD FINANCIAL MARKETS IS UNFOUNDED. 
PUBLIC PERCEPTIONS HAVE BEEN SHAPED BY POLITICAL RHETORIC 
RATHER THAN FACTUAL INFORMATION. FOR THE RECORD, I WANT IT TO 



BE KNOWN THAT WE ARE IN NO IMMINENT THREAT OF AN OIL SHORTAGE. 
THE UNITED STATES, GERMANY, AND JAPAN HAVE CLOSE TO 1 BILLION 
BARRELS OF OIL IN THEIR COMBINED STRATEGIC RESERVES. ONE BILLION 
BARRELS OF OIL IN RESERVE. MOST AMERICANS DO NOT EVEN KNOW 
THAT JAPAN AND GERMANY POSSESS OIL RESERVES AT ALL. 
 
I DO NOT BELIEVE WE SHOULD LEND CREDENCE TO UNFOUNDED FEARS. 
AN OIL SHORTAGE IS NOT IMMINENT TODAY AND IT WON'T BE IMMINENT 
TOMORROW. 
 
WHAT IS IMMINENT IS OUR BUDGET QUAGMIRE. I URGE MY COLLEAGUES 
TO SUPPORT THE WAYS AND MEANS ALTERNATIVE, IT IS A PROGRESSIVE 
APPROACH TO FISCAL RESPONSIBILITY. AND FISCAL RESPONSIBILITY -- 
BY ALL ACCOUNTS -- IS LONG OVERDUE. 
 
NOTE: This table is divided, and additional information on a particular entry may appear 
on more than one screen. 
 

  Proven reserves of    Production in 
crude oil in billions    thousands of 

of barrels    barrels/day (1989) 
 

Saudi Arabia     255.0     5,260 
Iraq      100.0     2,825 
UAE      98.1     2,070 
Iran      92.9     2,865 
Kuwait     94.5     1,600 
Venezuela     58.5     1,980 
USSR      58.4     12,475 
Mexico     56.4     2,875 
USA      34.1     9,175 
UK          1,905 
PRC      24.0     2,790 
Nigeria     16.0     1,605 
Norway     1.5     1,530 
Canada     8.3     1,725 
Indonesia     8.3     1,395 
Japan 
Germany 
European Community 
Austria 
Denmark 
Italy 
Netherlands 
Sweden 
Total 



Contribution to Desert   Strategic reserves in 
Shield      barrels 
 

Saudi Arabia     n1 10 
Iraq 
UAE      n1 2.5 
Iran 
Kuwait     n1 5 
Venezuela 
USSR 
Mexico 
USA           n2 589 
UK 
PRC 
Nigeria 
Norway 
Canada 
Indonesia 
Japan      n1 2.5      n2 206 
Germany     n2 637     n2 189 
European Community    n1 2 
Austria          n2 2 
Denmark          n2 13 
Italy           n2 6 
Netherlands          n2 17 
Sweden          n2 1 
Total           n1 1.023 

Consumption in 
millions of 
barrels/day 

Saudi Arabia 
Iraq 
UAE 
Iran 
Kuwait 
Venezuela 
USSR 
Mexico 
USA      16.843 
UK      1.774 
PRC 
Nigeria 
Norway 
Canada 
Indonesia 
Japan      2.384 



Germany     4.596 
European Community 
Austria 
Denmark 
Italy 
Netherlands 
Sweden 
Total 
 
n1 Billions. 
 
n2 Millions. 
 
MR. KLECZKA. MR. CHAIRMAN, TODAY THE HOUSE CONSIDERS H.R. 5835, 
THE OMNIBUS BUDGET RECONCILIATION ACT OF 1990. THIS BILL IS THE 
REVISED VERSION OF THE $500 BILLION DEFICIT REDUCTION PACKAGE 
NEGOTIATED BY CONGRESS AND THE PRESIDENT. 
 
WHILE IT REQUIRES THAT WE BITE THE BULLET AND PUT OUR FISCAL 
HOUSE IN ORDER, IT DOES SO IN A LESS HARSH MANNER THAN THE 
FAILED SUMMIT AGREEMENT. I VOTED AGAINST THE SUMMIT 
AGREEMENT OCTOBER 4. THIS RECONCILIATION BILL IS NOT PERFECT, 
BUT IT IS THE BEST COMPROMISE WE CAN HOPE FOR GIVEN THE SIZE OF 
OUR TASK. 
 
SPECIFICALLY, THE RECONCILIATION BILL ADDRESSES ONE OF MY CHIEF 
CONCERNS – THE LARGE AND UNFAIR MEDICARE CUTS ON THE ELDERLY. 
UNDER THE SUMMIT AGREEMENT, THESE CUTS WOULD HAVE BEEN $60 
BILLION, WHICH WAS HALF OF ALL DOMESTIC CUTS. 
 
THE RECONCILIATION BILL REDUCES THE OUT-OF-POCKET COSTS 
SHOULDERED BY THE ELDERLY BY TWO-THIRDS. THE DEDUCTIBLE WILL 
INCREASE ONLY $100, RATHER THAN THE $150 DEDUCTIBLE CONTAINED 
IN THE FAILED AGREEMENT. FURTHERMORE, THE INCREASE IN THE PART 
B PREMIUM WILL BE LOWER AND SLOWER THAN IN THE SUMMIT 
AGREEMENT. 
 
OTHER INEQUITIES ARE CORRECTED IN THIS RECONCILIATION BILL. THE 
2-CENT TAX ON HEATING OIL IS REMOVED, AS IS THE 2-WEEK DELAY FOR 
RECEIVING UNEMPLOYMENT BENEFITS. 
 
THIS BILL DROPS THE 12-CENT INCREASE IN THE GASOLINE TAX. IT DROPS 
$4 BILLION IN TAX BREAKS FOR OIL AND GAS COMPANIES PROVIDED BY 
THE SUMMIT AGREEMENT. IT ALSO DROPS THE "GROWTH INCENTIVES" 
PROPOSED BY THE PRESIDENT -- WHICH ONLY SERVE AS WASTEFUL TAX 
SHELTERS FOR THE WEALTHY. 



 
IN REFERENCE TO FAIRNESS OF THIS BUDGET BILL AND ITS IMPACT ON 
THE TAXPAYERS, H.R. 5835 MAKES IMPROVEMENTS FOR THE MIDDLE 
CLASS AND ASKS THE WEALTHY TO CHIP IN MORE OF THEIR SHARE. 
 
THE FAILED SUMMIT AGREEMENT WOULD HAVE INCREASED TAXES FOR 
THOSE EARNING BETWEEN $20,000 AND $50,000 BY 3 PERCENT TO 3.5 
PERCENT. THE RECONCILIATION BILL WILL ONLY INCREASE THE ADDED 
TAX BURDEN BY 1 PERCENT. 
 
AS FOR WEALTHY TAXPAYERS EARNING OVER $200,000, THE SUMMIT 
PACT WOULD HAVE ONLY INCREASED TAXES BY 0.3 PERCENT. THE 
RECONCILIATION BILL INCREASES THIS TO 7.4 PERCENT. THESE 
TAXPAYERS WILL PAY THEIR FAIR SHARE IN THIS BUDGET 
RECONCILIATION ACT. 
 
OTHER BUDGET PROCESS REFORMS ARE INCLUDED IN THE BILL. THESE 
INCLUDE REQUIREMENTS THAT FUTURE REVENUE OR SPENDING 
LEGISLATION BE MADE BUDGETNEUTRAL, THAT IS, WE WILL HAVE PAY-
AS-YOU-GO PROCEDURES. IN ADDITION, THE BILL WILL REMOVE THE 
SOCIAL SECURITY SURPLUS FROM BUDGET CALCULATIONS. THIS 
PRACTICE HAS MASKED THE TRUE SIZE OF THE FEDERAL DEFICIT. 
 
MR. CHAIRMAN, ITS HIGH TIME WE START PUTTING OUR MOUNTAIN OF 
DEBT BEHIND US. WE OWE IT TO THE TAXPAYERS. THIS 5-YEAR, $500 
BILLION DEFICIT REDUCTION MEASURE WILL REQUIRE SACRIFICES FROM 
ALL OF US, BUT IT IS A CREDIBLE PLAN TO STEER US BACK TOWARD 
LONG-TERM ECONOMIC STABILITY. I URGE MY COLLEAGUES TO SUPPORT 
THE BUDGET RECONCILIATION ACT. 
 
The CHAIRMAN. All time for general debate has expired. 
 
Pursuant to the rule, the bill is considered as read. The amendments printed in part 1 of 
House Report 101-882 are adopted in the Committee of the Whole and in the House. 
 
The text of the bill, H.R. 5835, as modified, is as follows: 
 
H.R. 5835 
 
BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES OF THE 
UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, 
 
SECTION 1. SHORT TITLE. 
 
This Act may be cited as the "Omnibus Budget Reconciliation Act of 1990". 
 



SEC. 2. TABLE OF TITLES. 
 
Title I. House Committee on Agriculture. 
 
Title II. House Committee on Banking, Finance and Urban Affairs. 
 
Title III. House Committee on Education and Labor. 
 
Title IV. House Committee on Energy and Commerce. 
 
Title V. House Committee on Interior and Insular Affairs. 
 
Title VI. House Committee on the Judiciary. 
 
Title VII. House Committee on Merchant Marine and Fisheries. 
 
Title VIII. House Committee on Post Office and Civil Service. 
 
Title IX. House Committee on Public Works and Transportation. 
 
Title X. House Committee on Science, Space and Technology. 
 
Title XI. House Committee on Veterans Affairs. 
 
Title XII. House Committee on Ways and Means: Spending. 
 
Title XIII. House Committee on Ways and Means: Revenues. 
 
[*H10129] TITLE I -- COMMITTEE ON AGRICULTURE 
 
SEC.1001.SHORT TITLE; TABLE OF CONTENTS. 
 
(a) Short Title. -- This title may be cited as the "Agricultural Reconciliation Act of 1990". 
 
(b) Table of Contents. -- The table of contents is as follows: 
 
Sec.1001.Short title; table of contents. 
 
Subtitle A -- Commodity Programs 
 
Sec.1101.Triple base for deficiency payments. 
 
Sec.1102.Calculation of deficiency payments based on 12-month average. 
 
Sec.1103.Acreage reduction program for 1991 crop of wheat. 
 



Sec.1104.Acreage reduction programs for 1992 through 1995 crops of wheat, feed grains, 
upland cotton, and rice. 
 
Sec.1105.Soybean marketing loan. 
 
Sec.1106.Loan origination and program service fees. 
 
Sec.1107.Proven yields for 1991 through 1995 crops of feed grains. 
 
Sec.1108.End rows to meet acreage reduction requirements. 
 
Sec.1109.Surface reservoir encouragement program and other savings. 
 
Subtitle B -- Other Agricultural Programs 
 
Sec.1201.Authorization levels for REA loans. 
 
Sec.1202.Authorization levels for FmHA loans. 
 
Sec.1203.APHIS inspection user fee on international passengers. 
 
Sec.1204.Market promotion program. 
 
Sec.1205.Integrated farm management program option. 
 
Sec.1206.Other rural development programs. 
 
Subtitle C -- Food Stamp and Related Provisions 
 
Sec.1301.Food stamp program. 
 
Sec.1302.Commodity distribution and supplemental food programs. 
 
Sec.1303.Distribution of surplus commodities to special nutrition projects; processing 
agreements. 
 
Sec.1304.TEFAP reauthorizations. 
 
Sec.1305.Nutrition education authorization. 
 
 
Subtitle D -- Agriculture Committee Oversight of Credit 
 
Sec.1401.Credit activities of government agencies and instrumentalities. 
 
Sec.1402.Report on farm credit and the issuance of related notes and the redemption  



thereof. 
 
Sec.1403.Effect of changes in government policy on farm credit, and agriculture. 
 
Subtitle E -- Contingent Termination Date 
 
Sec.1501.Contingent termination date. 
 
Subtitle A -- Commodity Programs 
 
SEC.1101.TRIPLE BASE FOR DEFICIENCY PAYMENTS. 
 
(a) In General. -- The Secretary of Agriculture (hereafter in this title referred to as the 
"Secretary", unless the context otherwise requires), in making available to producers 
deficiency payments otherwise authorized by law for each of the 1992 through 1995 
crops of wheat, feed grains, upland cotton, and rice, shall compute the amount of such 
payments by multiplying -- 
 
(1) the payment rate; by 
 
(2) the payment acres for the crop (as determined under subsection (b)); by 
 
(3) the farm program payment yield for the crop for the farm. 
 
(b) Payment Acres. -- For purposes of subsection (a)(2), payment acres for a crop shall 
be-- 
 
(1) the number of acres planted to the crop for harvest within the number of acres 
obtained by multiplying -- 
 
(A) the crop acreage base for the crop for the farm; by 
 
(B) the base reduction percentage (as determined under subsection (c)); less 
 
(2) the quantity of reduced acreage (as determined under subsection (d)(1)). 
 
(c) Base Reduction Percentage. -- For purposes of subsection (b)(1)(B), the base 
reduction percentage shall be -- 
 
(1) in the case of each of the 1992 and 1993 crops, 85 percent; 
 
(2) in the case of the 1994 crop, 80 percent; and 
 
(3) in the case of the 1995 crop, 75 percent. 
 
(d) Reduced and Permitted Acreage. -- 



 
(1) Reduced acreage. -- For purposes of subsection (b)(2), the quantity of reduced 
acreage for a crop shall be the number of acres devoted to conservation uses that is 
determined by multiplying – 
 
(A) the crop acreage base; by 
 
(B) the percentage reduction required by the Secretary under an acreage limitation 
program announced by the Secretary. 
 
(2) Permitted acreage. -- The remaining acreage is hereafter in this section referred to as 
"permitted acreage". 
 
(e) Planting Commodities on Permitted Acreage. -- The Secretary shall permit producers 
on a farm to plant on permitted acreage for which the producers do not receive deficiency 
payments – 
 
(1) program crops (wheat, feed grains, cotton, or rice); 
 
(2) oilseeds (soybeans, sunflower, canola, rapeseed, safflower, flaxseed, mustard seed, or 
any other oilseeds the Secretary may designate);  
 
(3) sweet sorghum, popcorn, guar, sesame, castor beans, crambe, plantago ovato, triticale, 
rye, guayule, milkweed, mung bean, meadowfoam, jojoba, or kenaf; 
 
(4) commodities grown for experimental purposes, as determined by the Secretary; 
 
(5) commodities for which no substantial domestic production or market exists, as 
determined by the Secretary; or 
 
(6) any experimental crop, including annual herbaceous, or short-rotation woody crops, 
the production of which the Secretary determines is necessary to meet demand or 
anticipated demand for ethanol or other biofuels production. 
 
(f) Loan Eligibility. -- 
 
(1) Program crops. -- Producers on a farm who devote permitted acreage (for which the 
producers do not receive deficiency payments) to program crops described in subsection 
(e)(1) shall be eligible for loans under the Agricultural Act of 1949 (7 U.S.C. 1421 et 
seq.) with respect to the acreage. 
 
(2) Oilseeds. -- Producers on a farm who devoted permitted acreage (for which the 
producers do not receive deficiency payments) to oilseeds described in subsection (e)(2) 
shall not be eligible for loans under such Act with respect to the acreage. 
 



SEC. 1102. CALCULATION OF DEFICIENCY PAYMENTS BASED ON 12-MONTH 
AVERAGE. 
 
For purposes of calculating deficiency payments for each of the 1991 through 1995 crops 
of wheat, feed grains, and rice, the payment rate for a crop shall be the amount by which 
the established price for the crop exceeds -- 
 
(1) in the case of wheat and feed grains, the higher of -- 
 
(A) the lesser of -- 
 
(i) the national weighted average market price received by producers during the 
marketing year for the crop, as determined by the Secretary; or 
 
(ii) the national weighted average market price received by producers during the first 5 
months of the marketing year for the crop, as determined by the Secretary, plus 10 cents 
per bushel; or 
 
(B) the loan level determined for the crop; and 
 
(2) in the case of rice, the higher of -- 
 
(A) the national average market price received by producers during the marketing year 
for the crop, as determined by the Secretary; or 
 
(B) the loan level determined for the crop. 
 
SEC. 1103. ACREAGE REDUCTION PROGRAM FOR 1991 CROP OF WHEAT. 
 
As soon as practicable after the date of enactment of this section, the Secretary shall 
announce an acreage limitation program for the 1991 crop of wheat under which the 
acreage planted to wheat for harvest on a farm would be limited to the wheat crop 
acreage base for the farm for the crop reduced by 15 percent. 
 
SEC. 1104. ACREAGE REDUCTION PROGRAMS FOR 1992 THROUGH 1995 
CROPS OF WHEAT, FEED GRAINS, UPLAND COTTON, AND RICE. 
 
(a) In General. -- Except as provided in subsection (b), the Secretary shall announce an 
acreage limitation program for each of the 1992 through 1995 crops of -- 
 
(1) wheat under which the acreage planted to wheat for harvest on a farm would be 
limited to the wheat crop acreage base for the farm for the crop reduced by -- 
 
(A) in the case of the 1992 crop of wheat, not less than 6 percent; 
 
(B) in the case of the 1993 crop of wheat, not less than 5 percent; 



(C) in the case of the 1994 crop of wheat, not less than 7 percent; and 
 
(D) in the case of the 1995 crop of wheat, not less than 5 percent; 
 
(2) corn, grain sorghum, barley, and oats under which the acreage planted to the 
respective feed grain for harvest on a farm would be limited to the respective feed grain 
crop acreage base for the farm for the crop reduced by not less than 7 1/2 percent; 
 
(3) upland cotton under which the acreage planted to upland cotton for harvest on a farm 
would be limited to the upland cotton crop acreage base for the farm for the crop reduced 
by – 
 
(A) in the case of the 1992 crop of upland cotton, not less than 15 percent; and 
 
(B) in the case of each of the 1993, 1994, and 1995 crops of upland cotton, not less than 
20 percent; and 
 
(4) rice under which the acreage planted to rice for harvest on a farm would be limited to 
the rice crop acreage base for the farm for the crop reduced by -- 
 
(A) in the case of the 1992 crop of rice, not less than 18 1/2 percent; 
 
(B) in the case of the 1993 crop of rice, not less than 15 percent; 
 
(C) in the case of the 1994 crop of rice, not less than 14 percent; and 
 
(D) in the case of the 1995 crop of rice, not less than 10 percent. 
 
(b) Stocks-to-Use Ratio. -- Notwithstanding any other provision of law, subsection (a) 
shall not apply to a crop if the Secretary estimates for such crop that the stocks-to-use 
ratio will be less than -- 
 
(1) in the case of wheat, 34 percent; 
 
(2) in the case of corn, grain sorghum, and barley, 20 percent; 
 
(3) in the case of upland cotton, 30 percent; and 
 
(4) in the case of rice, 16 percent. 
 
SEC. 1105. SOYBEAN MARKETING LOAN. 
 
(a) In General. -- In providing loans for soybeans otherwise authorized by law, the 
[*H10130] Secretary shall support the price of soybeans in each of the 1991 through 
1995 marketing years at a level of not less than $5.25 per bushel. 
 



(b) Loan Origination Fees. -- 
 
(1) In general. -- The Secretary shall charge a producer a loan origination fee, in 
connection with making a loan under subsection (a), equal to not more 7 percent of the 
amount of the loan. 
 
(2) Loan deficiency payments. -- If the Secretary charges a loan origination fee for loans 
made for a crop of soybeans under paragraph (1) and makes loan deficiency payments for 
the crop, the Secretary shall reduce the amount of any such loan deficiency payment by 
an amount equal to the amount of the loan origination fee. 
 
(c) Effective Loan Rate. -- Notwithstanding any other provision of this section, the 
effective loan rate for a crop of soybeans (calculated as the loan level for the crop less 
any loan origination fees) under this section shall not be more than $4.87 per bushel. 
 
SEC. 1106. LOAN ORIGINATION AND PROGRAM SERVICE FEES. 
 
(a) Sugar, Honey, Peanuts, and Tobacco. -- Effective for each of the 1991 through 1995 
crops of sugarcane, sugar beets, honey, peanuts, and tobacco, the Secretary shall charge 
the producer a loan origination fee for a price support loan for such crops equal to not 
more 3 percent of the amount of the loan. The Secretary shall ensure that fees imposed 
for a loan for a crop of peanuts or tobacco under this subsection shall be shared equally 
between producers and purchasers. 
 
(b) Wool. -- Effective for each of the 1991 through 1995 marketing years for wool and 
mohair, in connection with making price support available for such marketing years, the 
Secretary may charge producers of wool and mohair a program service fee equal to not 
more 1 percent of the amount of payments made under the National Wool Act of 1954 (7 
U.S.C. 1781 et seq.) for wool and mohair for such marketing year. 
 
SEC. 1107. PROVEN YIELDS FOR 1991 THROUGH 1995 CROPS OF FEED 
GRAINS. 
 
Notwithstanding any other provision of law, effective for each of the 1991 through 1995 
crops of feed grains, the Secretary shall not calculate farm program payment yields on the 
basis of actual yields of feed grains, as provided in section 505(a) of the Agricultural Act 
of 1949 (as amended by section 1131 of S. 2830 (as passed by the House of 
Representatives on August 3, 1990)). 
 
SEC. 1108. END ROWS TO MEET ACREAGE REDUCTION REQUIREMENTS. 
 
Notwithstanding any other provision of law, producers shall not be allowed to meet 
acreage limitation or set-aside requirements by idling end rows, as provided in section 
1122 of S. 2830 (as passed by the House of Representatives on August 3, 1990). 
 



SEC. 1109. SURFACE RESERVOIR ENCOURAGEMENT PROGRAM AND OTHER 
SAVINGS. 
 
(a) Surface Reservoir. -- The Secretary shall not establish a program to encourage surface 
reservoirs, as provided in subtitle C of title XI of S. 2830 (as passed by the House of 
Representatives on August 3, 1990). 
 
(b) Other Savings. -- Section 201(d)(2)(B) of the Agricultural Act of 1949 (7 U.S.C. 
1446(d)(2)(B)) is amended -- 
 
(1) in clause (i), by striking "the period beginning on April 1, 1986, and ending on 
December 31, 1986, 40 cents" and inserting "during calendar year 1991, 5 cents"; and 
 
(2) in clause (ii), by striking "first 9 months of 1987, 25 cents" and inserting "calendar 
years 1992 through 1995, 11.25 cents". 
 
Subtitle B -- Other Agricultural Programs 
 
SEC. 1201. AUTHORIZATION LEVELS FOR REA LOANS. 
 
(a) In General. -- Subject to the other provisions of this section and notwithstanding any 
other provision of law, for each of fiscal years 1991 through 1995, loans may be insured 
in accordance with the Rural Electrification Act of 1936 (7 U.S.C. 901 et seq.) from the 
Rural Electrification and Telephone Revolving Fund established under section 301 of 
such Act (7 U.S.C. 931) in amounts equal to the following levels: 
 
(1) For fiscal year 1991, $896,000,000. 
 
(2) For fiscal year 1992, $932,000,000. 
 
(3) For fiscal year 1993, $969,000,000. 
 
(4) For fiscal year 1994, $1,008,000,000. 
 
(5) For fiscal year 1995, $1,048,000,000. 
 
(b) Reduction. -- Notwithstanding any other provision of law, for each of fiscal years 
1991 through 1995, the Administrator of the Rural Electrification Administration shall 
reduce the amounts otherwise made available for insured loans made from the Rural 
Electrification and Telephone Revolving Fund by -- 
 
(1) $224,000,000 for fiscal year 1991; 
 
(2) $234,000,000 for fiscal year 1992; 
 
(3) $244,000,000 for fiscal year 1993; 



 
(4) $256,000,000 for fiscal year 1994; and 
 
(5) $267,000,000 for fiscal year 1995. 
 
(c) Mandatory Levels. -- Notwithstanding any other provision of law, the Administrator 
shall insure loans at the levels authorized by this section for each of fiscal years 1991 
through 1995. 
 
(d) Guaranteed Loans. -- Notwithstanding any other provision of law, in carrying out the 
Rural Electrification Act of 1936 (7 U.S.C. 901 et seq.), the Administrator shall increase 
the amounts otherwise made available to guarantee loans made by legally organized 
lending agencies. The loans shall be guaranteed at 90 percent of the principal amount of 
the loan. 
 
SEC. 1202. AUTHORIZATION LEVELS FOR FmHA LOANS. 
 
(a) In General. -- Subject to the other provisions of this section and notwithstanding any 
other provision of law, for each of fiscal years 1991 through 1995, real estate and 
operating loans may be insured, made to be sold and insured, or guaranteed in accordance 
with subtitles A and B, respectively, of the Consolidated Farm and Rural Development 
Act (7 U.S.C. 1921 et seq.) from the Agricultural Credit Insurance Fund established 
under section 309 of such Act (7 U.S.C. 1929) in amounts equal to the following levels: 
 
(1) For fiscal year 1991, $4,175,000,000, of which not less than $827,000,000 shall be for 
farm ownership loans under subtitle A of such Act. 
 
(2) For fiscal year 1992, $4,343,000,000, of which not less than $861,000,000 shall be for 
farm ownership loans under subtitle A of such Act. 
 
(3) For fiscal year 1993, $4,516,000,000, of which not less than $895,000,000 shall be for 
farm ownership loans under subtitle A of such Act. 
 
(4) For fiscal year 1994, $4,697,000,000, of which not less than $931,000,000 shall be for 
farm ownership loans under subtitle A of such Act. 
 
(5) For fiscal year 1995, $4,885,000,000, of which not less than $968,000,000 shall be for 
farm ownership loans under subtitle A of such Act. 
 
(b) Apportionment of Insured and Guaranteed Loans. -- Subject to subsection (c), the 
amounts set forth in subsection (a) shall be apportioned as follows: 
 
(1) For fiscal year 1991 -- 
 
(A) $1,019,000,000 for insured loans, of which not less than $83,000,000 shall be for 
farm ownership loans; and 



(B) $3,156,000,000 for guaranteed loans, of which not less than $744,000,000 shall be 
for guarantees of farm ownership loans. 
 
(2) For fiscal year 1992 -- 
 
(A) $1,060,000,000 for insured loans, of which not less than $87,000,000 shall be for 
farm ownership loans; and 
 
(B) $3,283,000,000 for guaranteed loans, of which not less than $774,000,000 shall be 
for guarantees of farm ownership loans. 
 
(3) For fiscal year 1993 -- 
 
(A) $1,102,000,000 for insured loans, of which not less than $90,000,000 shall be for 
farm ownership loans; and 
 
(B) $3,414,000,000 for guaranteed loans, of which not less than $805,000,000 shall be 
for guarantees of farm ownership loans. 
 
(4) For fiscal year 1994 -- 
 
(A) $1,147,000,000 for insured loans, of which not less than $94,000,000 shall be for 
farm ownership loans; and 
 
(B) $3,550,000,000 for guaranteed loans, of which not less than $837,000,000 shall be 
for guarantees of farm ownership loans. 
 
(5) For fiscal year 1995 -- 
 
(A) $1,192,000,000 for insured loans, of which not less than $97,000,000 shall be for 
farm ownership loans; and 
 
(B) $3,693,000,000 for guaranteed loans, of which not less than $871,000,000 shall be 
for guarantees of farm ownership loans. 
 
(c) Transfer of Funds from Insured to Guaranteed Loans. -- Notwithstanding any other 
provision of law, for each of fiscal years 1991 through 1995, the Secretary shall -- 
 
(1) reduce the amounts otherwise made available for insured loans made from the 
Agricultural Credit Insurance Fund by -- 
 
(A) $432,000,000 for fiscal year 1991; 
 
(B) $564,000,000 for fiscal year 1992; 
 
(C) $710,000,000 for fiscal year 1993; 



 
(D) $809,000,000 for fiscal year 1994; and 
 
(E) $857,000,000 for fiscal year 1995; and 
 
(2) use the funds made available from the reduction made in paragraph (1) in the 
available amount of insured loans in each of the fiscal years to guarantee loans made 
from the Fund. 
 
(c) Mandatory Levels. -- Notwithstanding any other provision of law, the Secretary shall 
make or insure loans at the levels authorized by this section for each of fiscal years 1991 
through 1995. 
 
SEC. 1203. APHIS INSPECTION USER FEE ON INTERNATIONAL PASSENGERS.  
 
(a) In General. -- The Secretary may prescribe and collect fees to cover the cost of 
providing agricultural quarantine and inspection services in connection with the arrival at 
a port in the customs territory of the United States, or the preclearance or preinspection at 
a site outside the customs territory of the United States, of an international passenger.  
 
(b) Treasury. -- Any person who collects a fee under this section shall remit the fee to the 
Treasury of the United States prior to the date that is 31 days after the close of the 
calendar quarter in which the fee is collected. 
 
(c) Agricultural Quarantine Inspection User Fee Account. -- 
 
(1) Establishment. -- There is established in the Treasury of the United States a no-year 
fund, to be known as the "Agricultural Quarantine Inspection User Fee Account" 
(hereafter in this section referred to as the "Account"), for the use of the Secretary of 
Agriculture for quarantine or inspection services under this section. 
 
(2) Amounts in account. -- 
 
(A) Deposits. -- All fees collected under this subsection shall be deposited in the 
Account. 
 
(B) Authorization of appropriations. -- There are authorized to be appropriated  
[*H10131] amounts in the Fund for use by the Secretary of Agriculture for quarantine or 
inspection services. 
 
(d) Adjustment in Fee Amounts. -- The Secretary shall adjust the amount of the fees to be 
assessed under this section to reflect the cost to the Secretary in -- 
 
(1) administering this section; 
 



(2) carrying out the activities at ports in the customs territory of the United States and 
preclearance and preinspection sites outside the customs territory of the United States in 
connection with the provision of agricultural quarantine inspection services; and 
 
(3) maintaining a reasonable balance in the Account. 
 
SEC. 1204. MARKET PROMOTION PROGRAM. 
 
Notwithstanding any other provision of law, the Commodity Credit Corporation shall not 
make available assistance to carry out the market promotion program established under 
section 202 of the Agricultural Trade Act of 1978 (as amended by section 1221(a) of S. 
2830 (as passed by the House of Representatives on August 3, 1990)) at a level in excess  
of $200,000,000 for each of the fiscal years 1991 through 1995. 
 
SEC. 1205. INTEGRATED FARM MANAGEMENT PROGRAM OPTION. 
Notwithstanding any other provision of law, the Secretary shall only make such fair and 
equitable adjustments as the Secretary determines are appropriate in acreage limitation or 
set-aside requirements applicable to producers participating in the integrated farm 
management program option established under section 1611 of S. 2830 (as passed by the 
House of Representatives on August 3, 1990).  
 
SEC. 1206. OTHER RURAL DEVELOPMENT PROGRAMS. 
 
(a) Prohibition on Implementation. -- Notwithstanding any other provision of law, the 
Secretary shall not expend any funds to implement the provisions of title XXV of S. 2830 
(as passed by the House of Representatives on August 3, 1990). 
 
(b) Appropriations. -- Notwithstanding any other provision of law, titles XIX, XX, XXI, 
XXII, XXIII, XXIV, XXVI, XXVII, and XXVIII of S. 2830 (as passed by the House of 
Representatives on August 3, 1990), and the amendments made by such titles, shall be 
carried out only as provided in advance in appropriations Acts. 
 
Subtitle C -- Food Stamp and Related Provisions 
 
SEC. 1301. FOOD STAMP PROGRAM. 
 
(a) Allocation for Job Training Program. -- Effective October 1, 1990, paragraph (1) of 
section 16(h) of the Food Stamp Act of 1977 (7 U.S.C. 2025(h)(1)) is amended to read as 
follows: 
 
"(1) The Secretary shall allocate among the State agencies in each fiscal year, from funds 
appropriated for such fiscal year under section 18(a)(1), the amount of $75,000,000 for 
each of the fiscal years 1991 through 1995 to carry out the employment and training 
program under section 6(d)(4), except as provided in paragraph (3), during the fiscal 
year.". 
 



(b) Extension of Pilot Projects. -- Section 17(b)(1) of such Act (7 U.S.C. 2026(b)(1)) is 
amended by striking "1990" and inserting "1995". 
 
(c) Authorization of Appropriations. -- Section 18(a)(1) of such Act (7 U.S.C. 2027(a)(1)) 
is amended by striking the first two sentences and inserting the following new sentence: 
"To carry out this Act, there are authorized to be appropriated such sums as are necessary 
for each of fiscal years 1991 through 1995.". 
 
(d) Block Grant to Puerto Rico. -- Effective October 1, 1990, section 19(a)(1)(A) of such 
Act (7 U.S.C. 2028(a)(1)(A)) is amended by striking "$825,000,000" and all that follows 
through "September 30, 1990" and inserting "$974,000,000 for fiscal year 1991, 
$1,013,000,000 for fiscal year 1992, $1,051,000,000 for fiscal year 1993, $1,091,000,000 
for fiscal year 1994, and $1,133,000,000 for fiscal year 1995". 
 
SEC. 1302. COMMODITY DISTRIBUTION AND SUPPLEMENTAL FOOD 
PROGRAMS. 
 
Effective October 1, 1990, the Agriculture and Consumer Protection Act of 1973 (7 
U.S.C. 612c note) is amended -- 
 
(1) in section 4(a), by striking "1986, 1987, 1988, 1989, and 1990" and inserting "1991 
through 1995"; and 
 
(2) in section 5(a)(2), by striking "1986 through 1990" and inserting "1991 through 
1995". 
 
SEC. 1303. DISTRIBUTION OF SURPLUS COMMODITIES TO SPECIAL 
NUTRITION PROJECTS; PROCESSING AGREEMENTS. 
 
Section 1114(a)(2)(A) of the Agriculture and Food Act of 1981 (7 U.S.C. 
1431e(a)(2)(A)) is amended by striking "1990" and inserting "1995". 
 
SEC. 1304. TEFAP REAUTHORIZATIONS. 
 
The Temporary Emergency Food Assistance Act of 1983 (7 U.S.C. 612c note) is 
amended -- 
 
(1) effective October 1, 1990, in section 204 -- 
 
(A) by striking subsections (a) and (b); 
 
(B) by redesignating subsections (c) and (d) as subsections (a) and (b), respectively; and 
 
(C) in subsection (a)(1) (as so redesignated), by striking "ending September 30, 1986, 
through September 30, 1990," and inserting "1991 through 1995"; and 
 



(2) in section 212, by striking "1990" and inserting "1995". 
 
SEC. 1305. NUTRITION EDUCATION AUTHORIZATION. 
 
Section 1588(a) of the Food Security Act of 1985 (7 U.S.C. 3175e) is amended by 
striking "$5,000,000" and all that follows through the period at the end and inserting 
"$8,000,000 for each of the fiscal years 1991 through 1995.". 
 
Subtitle D -- Agriculture Committee Oversight of Credit 
 
SEC. 1401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND 
INSTRUMENTALITIES. 
 
(a) In General. -- Any provision of this Act and any amendment made by this Act to 
chapter 31 of title 31, United States Code, or any other provision of law, that would have 
the effect of restricting the authority of any corporation owned in whole or in part by the 
Federal Government (such as the Commodity Credit Corporation, the Federal Crop 
Insurance Corporation, or the Farm Credit System Assistance Board, or any privately 
owned Government-sponsored entity, such as a Farm Credit Bank, the Federal Bank for 
Cooperatives, or the Federal Agricultural Mortgage Corporation) from borrowing from or 
issuing obligations to any person other than the Secretary of the Treasury or guaranteeing 
any obligation issued by any person shall not take effect. 
 
(b) Certain Action Prohibited. -- Notwithstanding any other provision of this Act or any 
amendment made by this Act to any other provision of law, no officer or employee of the 
United States may take any action that would have the effect of implementing any 
provision of, or any amendment made by, this Act that is described in subsection (a). 
 
(c) Penalty. -- Any person violating this section shall, on conviction, be subject to a fine 
of not more than $10,000 or to imprisonment for not more than 1 year, or both, and (if an 
officer or employee of the Federal Government) shall be removed from office. 
 
SEC. 1402. REPORT ON FARM CREDIT AND THE ISSUANCE OF RELATED 
NOTES AND THE REDEMPTION THEREOF. 
 
(a) Report Required. -- In order to assist the Committee on Agriculture of the House of 
Representatives in its oversight of, and legislative activities with respect to, farm credit 
and the issuance of related notes and the redemption thereof, and to reduce the costs 
associated with credit activities and the issuance and redemption of notes, the Secretary 
of the Treasury shall submit an annual report to the Committee on Agriculture of the 
House of Representatives on the credit activities of the Secretary and the policies of the 
Secretary with respect to the issuance and redemption of notes. 
 
(b) Contents of Report. -- The annual report required to be made by the Secretary of the 
Treasury under subsection (a) shall -- 
 



(1) describe the policies with respect to the credit activities of the Department of the 
Treasury and their effect on availability and affordability of farm credit; 
 
(2) describe the policies of the Secretary and the Department with respect to the issuance 
and redemption of notes and the effect of such policies on the availability, and 
affordability and delivery of farm credit; 
 
(3) contain a report on the amount of the costs, as determined by the Secretary, of such 
credit activities and the issuance and redemption of notes; 
 
(4) identify actions taken by the Secretary to reduce costs associated with such credit 
activities and the issuance and redemption of notes during the period covered by such 
report with special emphasis on the effect of such actions on the availability and 
affordability of farm credit; and 
 
(5) any recommendations for legislative action which would reduce the costs associated 
with the credit activities of the Department of the Treasury and the issuance and 
redemption of notes with special emphasis as they relate to the availability, affordability, 
and delivery of farm credit. 
 
(c) Analysis of Effect on Private Credit Activities. -- The annual report required to be 
made by the Secretary of the Treasury under subsection (a) shall contain an analysis of 
the effect of – 
 
(1) government credit activities; and 
 
(2) government policies with respect to the issuance and redemption of notes, on private 
farm credit activities. 
 
(d) Methodology for Reporting on Determinations of Cost. -- 
 
(1) In general. -- In determining the cost of, and in identifying methods for reducing the 
cost of, credit activities and the issuance and redemption of notes and their effect on farm 
credit, the Secretary of the Treasury shall quantify the cost associated with each type of 
credit activity and note. 
 
(2) Factors to be taken into account. -- In quantifying the costs involved with each type of 
credit activity and note pursuant to paragraph (1), the Secretary of the Treasury shall 
determine -- 
 
(A) the volume of each type of credit activity and note; and 
 
(B) the costs involved with each type of credit activity and the issuance and redemption 
of each type of note with respect to any relevant factor, including -- 
 
(i) credit cost; 



(ii) interest cost; 
 
(iii) management and operational costs; and 
 
(iv) expenses incurred in connection with the issuance and redemption of notes. 
 
(e) Definitions. -- For purposes of this section: 
 
(1) Credit activity. -- The term "credit activity" includes any borrowing or lending 
activity [*H10132] and any extension of credit by or to any person or governmental 
entity, including the issuance of notes in connection with such activity. 
 
(2) Note. -- The term "note" includes any obligation, including any bill, bond, or other 
instrument, issued in connection with any credit activity. 
 
SEC. 1403. EFFECT OF CHANGES IN GOVERNMENT POLICY ON FARM 
CREDIT, AND AGRICULTURE. 
 
(a) Reports Required. -- The Comptroller General of the United States and the Secretary 
of the Treasury shall each submit an annual report to the Committee on Agriculture of the 
United States House of Representatives on the effect of changes in Federal tax and 
revenue laws on – 
 
(1) the cost and availability of farm credit; 
 
(2) agriculture generally; 
 
(3) agricultural production and marketing and stabilization of prices of agricultural 
products and commodities; 
 
(4) the financial condition of banks extending farm credit; 
 
(5) the animal and dairy industries; 
 
(6) the forestry industry; and 
 
(7) rural electrification and rural development. 
 
(b) Recommendation. -- Each report required under subsection (a) shall also contain the 
recommendations of the Comptroller General and the Secretary of the Treasury or 
changes in law or government policy to reduce Federal spending with special emphasis 
on potential savings that may be achieved in the operation and administration of the 
Department of the Treasury in order to enhance the activities described in subsection (a) 
(1), (2), (3), (4), (5), (6), and (7), and address the effect of the changes in tax and revenue 
laws of the subjects described in subsection (a). 
 



(c) Effect of Changes in Tax Laws on Credit Facilities and Activities. -- The first reports 
required under subsection (a) shall contain an analysis of the effect of changes in tax law 
during the period 1980 to 1990 and recommendations for changes in law or government 
policy to address the effect of the changes in tax and revenue laws during the period from 
1980 to 1990 on the subjects described in subsection (a) and each subsequent report shall 
analyze the effect of changes in tax and revenue law during the immediately preceding 
year and contain recommendations to respond to changes in tax and revenue law during 
the immediately preceding year. 
 
(d) Timing of Reports. -- The first reports by the Comptroller General and the Secretary 
of the Treasury pursuant to subsection (a) shall be submitted no later than July 1, 1991, 
and each subsequent report shall be submitted no later than February 1 of each 
subsequent year. 
 
Subtitle E -- Contingent Termination Date 
 
SEC. 1501. CONTINGENT TERMINATION DATE. 
 
Notwithstanding any other provision of this title, this title (other than subtitle D of this 
title) and the amendments made by this title shall cease to be effective on July 1, 1992, if 
legislation to implement an agreement of the Uruguay Round of the General Agreement 
on Tariffs and Trade (GATT) for international agricultural trade is not enacted on or 
before June 30, 1992. 
 
TITLE II -- COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 
 
Subtitle A -- Federal Deposit Insurance Premiums 
 
SEC. 2001. ELIMINATION OF CEILINGS ON INSURANCE PREMIUMS AND 
ANNUAL PREMIUM INCREASES. 
(a) Bank Insurance Fund. -- Clause (iv) of section 7(b)(1)(C) of the Federal Deposit 
Insurance Act (12 U.S.C. 1817(b)(1)(C)) is amended by striking "and capitalization, 
except that -- " and all that follows through the end of such clause and inserting "and 
capitalization; and". 
 
(b) Savings Association Insurance Fund. -- Clause (v) of section 7(b)(1)(D) of the Federal 
Deposit Insurance Act (12 U.S.C. 1817(b)(1)(D)) is amended by striking "and 
capitalization, except that -- " and all that follows through the end of such clause and 
inserting "and capitalization; and". 
 
SEC. 2002. FDIC AUTHORITY TO ADJUST ASSESSMENT RATES MORE 
FREQUENTLY THAN ANNUALLY. 
 
(a) Bank Insurance Fund. -- Section 7(b)(1)(A) of the Federal Deposit Insurance Act (12 
U.S.C. 1817(b)(1)(A)) is amended -- 
 



(1) by striking clause (i) and inserting the following new clause: 
 
"(i) Authority to establish rates. -- The Corporation shall set assessment rates for insured 
depository institutions at such times as the Corporation, in the sole discretion of the 
Corporation, determines to be appropriate."; and 
 
(2) by striking clause (iii) and inserting the following new clause: 
 
"(iii) Announcement of rate changes. -- If the Corporation changes the assessment rate, 
the Corporation shall provide public notice of such change on or before the beginning of 
the 60-day period ending on the date such change takes effect.". 
 
(b) Technical and Conforming Amendments. -- 
 
(1) Section 7(b)(1)(A)(ii) of the Federal Deposit Insurance Act (12 U.S.C. 
1817(b)(1)(A)(ii)) is amended by striking "annual". 
 
(2) Section 7(b)(1) of the Federal Deposit Insurance Act (12 U.S.C. 1817(b)(1)) is 
amended -- 
 
(A) in subparagraph (C)(iv) (as amended by section 2001(a) of this title) -- 
 
(i) by striking "on January 1 of a calendar year" and inserting "for any period"; and 
 
(ii) by inserting ", in the sole discretion of such board," after "rate determined by the 
Board of Directors"; and 
 
(B) in subparagraph (D)(v) (as amended by section 2001(b) of this title) -- 
 
(i) by striking "on January 1 of a calendar year" and inserting "for any period"; and 
 
(ii) by inserting ", in the sole discretion of such board," after "rate determined by the 
Board of Directors". 
 
(3) Section 7(d)(1)(A) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(1)(A)) is 
amended -- 
 
(A) by striking "By September 30 of each calendar year," and inserting "Before the 
beginning of the 60-day period ending on the 1st day of each semiannual period,"; and 
 
(B) by striking "the succeeding calendar year" and inserting "such semiannual period". 
 
(4) Section 7(d)(2) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(2)) is 
amended -- 
 



(A) in subparagraph (A), by striking "in the coming year" and inserting "in the coming 
semiannual period"; and 
 
(B) in subparagraph (B) -- 
 
(i) by striking "succeeding year" each place such term appears and inserting "succeeding 
semiannual period"; and 
 
(ii) by striking "succeeding calendar year" and inserting "succeeding semiannual period". 
 
(5) Section 7(d)(3) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(3)) is 
amended -- 
 
(A) in subparagraph (A), by striking "in the coming year" and inserting "in the coming 
semiannual period"; and 
 
(B) in subparagraph (B) -- 
 
(i) by striking "succeeding year" each place such term appears and inserting "succeeding 
semiannual period"; and 
 
(ii) by striking "succeeding calendar year" and inserting "succeeding semiannual period". 
 
Subtitle B -- FHA Mortgage Insurance 
 
SEC. 2101. INCREASE IN MORTGAGE LIMIT. 
 
Section 203(b)(2) of the National Housing Act (12 U.S.C. 1709(b)(2)) is amended by 
striking "150 percent (185 percent until October 31, 1990) of the dollar amount specified" 
and inserting the following: "185 percent of the dollar amount specified". 
 
SEC. 2102. MORTGAGOR EQUITY. 
 
Section 203(b)(2) of the National Housing Act (12 U.S.C. 1709(b)(2)) is amended by 
adding at the end the following new undesignated paragraph: 
 
"Notwithstanding any other provision of this paragraph, a mortgage may not involve a 
principal obligation (including such initial service charges, appraisal, inspection, and 
other fees as the Secretary shall approve) in excess of 98.75 percent of the appraised 
value of the property (97.75 percent, in the case of a mortgage with an appraised value in 
excess of $50,000), plus the amount of the mortgage insurance premium paid at the time 
the mortgage is insured. For purposes of the preceding sentence, the term 'appraised 
value' means the amount set forth in the written statement required under section 226, or 
a similar amount determined by the Secretary if section 226 does not apply.".  
 
SEC. 2103. MORTGAGE INSURANCE PREMIUMS. 



 
(a) Premiums. -- Section 203(c) of the National Housing Act (12 U.S.C. 1709(c)) is 
amended -- 
 
(1) by inserting "(1)" after "(c)"; 
 
(2) by striking the last sentence; and 
 
(3) by adding at the end the following new paragraph: 
 
"(2) Notwithstanding any other provision of this section, each mortgage secured by a 1-  
to 4- family dwelling and insured on or after October 1, 1994, shall be subject to the 
following requirements: 
 
"(A) The Secretary shall establish and collect, at the time of insurance, a single premium 
payment in an amount equal to 2.25 percent of the amount of the original insured 
principal obligation of the mortgage. Upon payment in full of the principal obligation of a 
mortgage prior to the maturity date of the mortgage, the Secretary shall refund all of the 
unearned premium charges paid on the mortgage pursuant to this subparagraph. 
 
"(B) In addition to the premium under subparagraph (A), the Secretary shall establish and 
collect annual premium payments in an amount equal to 0.50 percent of the remaining 
insured principal balance for the following periods: 
 
"(i) For any mortgage involving an original principal obligation that is less than 90 
percent of the appraised value of the property (as of the date the mortgage is accepted for 
insurance), for the first 11 years of the mortgage term. 
 
"(ii) For any mortgage involving an original principal obligation that is greater than or 
equal to 90 percent of such value, for the first 30 years of the mortgage term; except that 
notwithstanding the matter preceding clause (i), for any mortgage involving an original 
principal obligation that is greater than 95 percent of such value, the annual premium 
collected during the 30-year period under this clause shall be in an amount equal to 0.55 
percent of the remaining insured principal balance.". 
 
(b) Transition Provisions. -- Notwithstanding section 203(c) of the National [*H10133] 
Housing Act (as amended by subsection (a)), mortgage insurance premiums on 
mortgages insured under section 203(b) of such Act during fiscal years 1991 through 
1994 shall be subject to the following requirements:  
 
(1) 1991 and 1992. -- For mortgages insured during fiscal years 1991 and 1992 (but after 
the date of the effectiveness of regulations issued under subsection (c)), the Secretary 
shall establish and collect the following premiums: 
 
(A) Up-front. -- At the time of insurance, a single premium payment in an amount equal 
to 3.80 percent of the amount of the original insured principal obligation of the mortgage. 



(B) Annual. -- In addition to the premium under subparagraph (A), annual premium 
payments in an amount equal to 0.50 percent of the remaining insured principal balance, 
for any mortgage involving an original principal obligation that is -- 
 
(i) less than 90 percent of the appraised value of the property (as of the date the mortgage 
is accepted for insurance), for the first 5 years of the mortgage term; 
 
(ii) greater than or equal to 90 percent of such value but equal to or less than 95 percent 
of such value, for the first 8 years of the mortgage term; and 
 
(iii) greater than 95 percent of such value, for the first 10 years of the mortgage term. 
 
(2) 1993 and 1994. -- For mortgages insured during fiscal years 1993 and 1994, the 
Secretary shall establish and collect the following premiums: 
 
(A) Up-front. -- At the time of insurance, a single premium payment in an amount equal 
to 3.00 percent of the amount of the original insured principal obligation of the mortgage. 
 
(B) Annual. -- In addition to the premium under subparagraph (A), annual premium 
payments in an amount equal to 0.50 percent of the remaining insured principal balance, 
for any mortgage involving an original principal obligation that is -- 
 
(i) less than 90 percent of the appraised value of the property (as of the date the mortgage 
is accepted for insurance), for the first 7 years of the mortgage term; 
 
(ii) greater than or equal to 90 percent of such value but equal to or less than 95 percent 
of such value, for the first 12 years of the mortgage term; and 
 
(iii) greater than 95 percent of such value, for the first 30 years of the mortgage term. 
 
(3) Refunds. -- With respect to any mortgage subject to premiums under this subsection, 
the Secretary shall refund all of the unearned premium charges paid on a mortgage 
pursuant to paragraph (1)(A) or (2)(A) upon payment in full of the principal obligation of 
the mortgage prior to the maturity date. 
 
(c) Regulations. -- The Secretary shall issue regulations to carry out this section and the 
amendments made by this section not later than the expiration of the 90-day period 
beginning on the date of the enactment of this Act. 
 
SEC. 2104. MUTUAL MORTGAGE INSURANCE FUND DISTRIBUTIONS. 
 
Section 205 of the National Housing Act (12 U.S.C. 1711) is amended by adding at the 
end the following new subsection: 
 
"(e) In determining whether there is a surplus for distribution to mortgagors under this 
section, the Secretary shall take into account the actuarial status of the entire Fund.". 



 
SEC. 2105. ACTUARIAL SOUNDNESS OF MUTUAL MORTGAGE INSURANCE 
FUND. 
 
Section 205 of the National Housing Act (12 U.S.C. 1711), as amended by the preceding 
provisions of this Act, is further amended by adding at the end the following new 
subsections: 
 
"(f)(1) The Secretary shall ensure that the Mutual Mortgage Insurance Fund attains a 
capital ratio of not less than 1.25 percent within 24 months after the date of the enactment 
of this subsection. 
 
"(2) The Secretary shall ensure that the Mutual Mortgage Insurance Fund attains a capital 
ratio of not less than 2.0 percent within 10 years after the date of the enactment of this 
subsection, and shall ensure that the Fund maintains at least such capital ratio at all times 
thereafter. 
 
"(3) Upon the expiration of the 24-month period beginning on the date of the enactment 
of this subsection, the Secretary shall submit to the Congress a report describing the 
actions the Secretary will take to ensure that the Mutual Mortgage Insurance Fund attains 
the capital ratio required under paragraph (2). 
 
"(4) For purposes of this subsection: 
 
"(A) The term 'capital' means the economic net worth of the Mutual Mortgage Insurance 
Fund, as determined by the Secretary under the annual audit required under section 538. 
 
"(B) The term 'capital ratio' means the ratio of capital to unamortized insurance-in-force. 
 
"(C) The term 'economic net worth' means the current cash available to the Fund, plus the 
net present value of all future cash inflows and outflows expected to result from the 
outstanding mortgages in the Fund. 
 
"(D) The term 'unamortized insurance-in-force' means the remaining obligation on 
outstanding mortgages which are obligations of the Mutual Mortgage Insurance Fund, as 
estimated by the Secretary. 
 
"(g) The Secretary shall provide for an independent actuarial study of the Mutual 
Mortgage Insurance Fund to be conducted annually and shall report annually to the 
Congress regarding the financial status of the Fund. 
 
"(h)(1) If, pursuant to the independent annual actuarial study of the Mutual Mortgage 
Insurance Fund required under subsection (g), the Secretary determines that the Mutual 
Mortgage insurance Fund is not meeting the operational goals under paragraph (2), the 
Secretary may not issue distributions, and may, by regulation, propose and implement 
any adjustments to the insurance premiums under section 203(c) or section 2103(b) of the 



Omnibus Budget Reconciliation Act of 1990, or any other program requirements 
established by the Secretary necessary to achieve such goals. Upon determining that a 
premium or other change is appropriate under the preceding sentence, the Secretary shall 
immediately notify Congress of the proposed change and the reasons for the change. Any 
such premium change shall not take effect before the expiration of the 90-day period 
beginning upon such notification. 
 
"(2) The operational goals referred to in paragraph (1) shall be -- 
 
"(A) maintaining an adequate capital ratio; 
 
"(B) meeting the needs of homebuyers with low downpayments and first-time 
homebuyers by providing access to mortgage credit; and 
 
"(C) minimizing the risk to the Fund and to homeowners from homeowner default.". 
 
SEC. 2106. PERIODIC MORTGAGE INSURANCE SAFETY AND SOUNDNESS 
PREMIUM. 
 
Section 203(c) of the National Housing Act (12 U.S.C. 1709(c)), as amended by the 
preceding provisions of this Act, is further amended by adding at the end the following 
new paragraph: 
 
"(3) Notwithstanding any other provision of law, the Secretary may require payment on 
all mortgages that are obligations of the Mutual Mortgage Insurance Fund of an 
additional premium charge on a periodic basis as determined by the Secretary to be 
consistent with sound actuarial practice. Such determination shall be in accordance with 
the findings of the annual actuarial study of the Mutual Mortgage Insurance Fund 
required under section 205(g). The additional premium charge for each mortgage may not 
exceed an amount amount equal to 0.50 percent per year of the remaining insured 
principal balance of the mortgage.". 
 
SEC. 2107. HOME EQUITY CONVERSION MORTGAGE INSURANCE 
DEMONSTRATION. 
 
(a) Termination Date. -- The first sentence of section 225(g) of the National Housing Act 
(12 U.S.C. 1715z-20(g)) is amended by striking "September 30, 1991" and inserting 
"September 30, 1995". 
 
(b) Number of Mortgages Insured. -- Section 255(g) of the National Housing Act (12 
U.S.C. 1715z-20(g)) is further amended by striking the second sentence and inserting the 
following new sentence: "The total number of mortgages insured under this section may 
not exceed 25,000.". 
 
Subtitle C -- Auction of Federally Insured Mortgages 
 



SEC. 2201. AUCTION ALTERNATIVE TO ASSIGNMENT OF MORTGAGES. 
 
(a) Auction. -- Section 221(g)(4) of the National Housing Act (12 U.S.C. 1715L(g)(4)) is 
amended by adding at the end the following new subparagraph: 
 
"(C)(i) In lieu of accepting assignment of the original credit instrument and the mortgage 
securing the credit instrument under subparagraph (A) in exchange for receipt of 
debentures, the Secretary may provide for the sale under this subparagraph of the 
beneficial interests in the mortgage loan through auction and sale of the mortgage loan, 
participation certificates, or other mortgage-backed obligations in a form acceptable to 
the Secretary, unless the mortgagee ca demonstrate to the satisfaction of the Secretary 
that such auction and sale will be less economically advantageous to the mortgagee than 
the receipt of debentures. The Secretary shall provide that any beneficial interest 
auctioned and sold under this subparagraph are sold at a price, to be paid to the 
mortgagee, of par plus accrued interest to the date of sale. The sale price shall also 
include the right to a subsidy payment described in clause (viii). The Secretary may, 
when appropriate, adjust the price paid to the mortgagee to equal the net present value of 
the debentures that the mortgagee would have received pursuant to assignment under 
subparagraph (A). 
 
"(ii) The Government National Mortgage Association (in this subparagraph referred to as 
the 'Association') shall conduct public auctions under this subparagraph on behalf of the 
Secretary to determine the lowest interest rate necessary to carry out a sale of the 
beneficial interests in the original credit instrument and mortgage securing the credit 
instrument. 
 
"(iii) Any mortgagee who elects to assign a mortgage shall provide to the Association and 
persons bidding at an auction under this subparagraph a description of the characteristics 
of the original credit instrument and the mortgage securing the credit instrument, which 
shall include statements of the principal mortgage balance, the original stated interest 
rate, any service fees, the real estate and tenant characteristics of the property secured by 
the mortgage, the level and duration of any applicable Federal subsidies, the status of the 
property with respect to eligibility to prepay the mortgage under to the Emergency Low 
Income Housing Preservation Act of 1987, whether the [*H10134] owner has filed a 
notice of intent to prepay the mortgage under such Act or any other notice required under 
such Act, any incentives provided under such Act in lieu of prepayment, and any other 
information determined by the Association to be appropriate. 
 
"(iv) Upon receipt of the information under clause (iii) regarding a mortgage, the 
Association shall promptly provide notice of any auction with respect to the mortgage 
and publish such information in advance of the auction. To promote administrative 
efficiency, the Association may conduct the auction at any time during the 6-month 
period beginning upon notice by the mortgagee of election to assign the mortgage. 
Notwithstanding the preceding sentence, the Association may not conduct any auction 
before the expiration of the 2-month period beginning upon notice and publication under 
this clause. 



"(v) In any auction under this subparagraph, the Association shall accept the lowest 
interest rate bid for purchase by any bidder determined by the Association to be 
acceptable. The Association shall cause the bid to be published in the Federal Register. 
Settlement for the sale of the credit instrument and the mortgage securing the credit 
instrument shall occur not later than 30 days (not including Saturdays, Sundays, and legal 
public holidays) after the date of the selection of the accepted bid. 
 
"(vi) If no bids are received or the bids that are received are not accepted by the 
Association, the mortgagee shall retain all rights under this paragraph to assign the 
mortgage loan to the Secretary. The Association may determine that a bid is unacceptable 
if the Association determines that the bid is at a price that would result in costs to the 
Federal Government exceeding the costs incurred if the mortgage were to be assigned to 
the Secretary under subparagraph (A). 
 
"(vii) The holder of a mortgage, representative of the holder of a mortgage, and entities 
affiliated with the holder of the mortgage may not participate in the auction under this 
subparagraph unless the holder, representative, or affiliate is also providing secondary 
financing for the project secured by the mortgage for the purpose of (I) resolving the 
physical and financial needs of the project, or (II) enabling a purchaser to acquire a 
project that is eligible low income housing (as such term is defined under the Emergency 
Low Income Housing Preservation Act of 1987) and preserve its use as housing 
affordable for low- and moderate-income families. 
 
"(viii) In carrying out an auction under this subparagraph, the Secretary shall agree to 
provide a monthly interest subsidy payment from the General Insurance Fund to the 
holder of the original credit instrument and the mortgage securing the credit instrument 
(and any assigns of the holder who are approved by the Secretary). The subsidy payment 
shall be paid on the first day of each month in an amount equal to the difference between 
the stated interest due on the mortgage loan (less any servicing fee) and the lowest 
interest rate necessary to provide for sale of the participation certificate for the remaining 
unpaid principal balance plus accrued interest on the mortgage loan. Each interest 
subsidy payment shall be treated by the holder of the mortgage as interest paid on the 
mortgage. The interest subsidy payment shall be provided until the earlier of – 
 
"(I) the maturity date of the loan; 
 
"(II) prepayment of the mortgage loan; or 
 
"(III) default and full payment of insurance benefits on the mortgage loan by the 
Secretary. 
 
"(ix) The Secretary, or the Association on behalf of the Secretary, may require that the 
loans auctioned under this subparagraph be sold together with servicing rights as whole 
loans if the Secretary determines that the inclusion of servicing rights will further the 
financial interests of the Federal Government. To further maximize the interest of the 



Federal Government, the Secretary may also acquire the servicing rights and hold a 
separate auction of the rights. 
 
"(x) This subparagraph may not be construed to alter, limit, or impair any low income use 
restrictions applicable to any project under the original regulatory agreement for the 
project, any revised agreement entered into pursuant to the Emergency Low Income 
Housing Preservation Act of 1987, or any other agreement for the provision of Federal 
assistance to the housing or its tenants. This subparagraph may not be construed to alter 
the affordability and low income use restrictions agreed to by owners of projects insured 
with mortgages under this Act. 
 
"(xi) The provisions of this subparagraph shall not apply after September 30, 1995.". 
 
(b) Implementation. -- The Secretary shall implement the provisions under the 
amendment made by subsection (a) not later than 30 days after the date of the enactment 
of this Act. The provisions shall not be subject to prior issuance of regulations and notice 
in the Federal Register. The Secretary shall issue regulations to carry out the provisions 
under the amendment not later than 6 months of the date of the enactment of this Act. 
 
(c) Report. -- The Secretary of Housing and Urban Development shall submit a report to 
the Congress, not later than the expiration of the 1-year period beginning on the date of 
the enactment of this Act, regarding any actions taken under section 221(g)(4)(C) of the 
National Housing Act (as amended by this section). The report shall include information 
regarding the number of mortgages auctioned and sold and their value, the amount of 
subsidies committed under this program, the number of mortgages transferred to 
preferred mortgagees, the ability of the Secretary to coordinate this program with the 
incentives provided under the Emergency Low Income Housing Preservation Act of 
1987, and the costs and benefits derived from this program for the Federal Government. 
 
Subtitle D -- Crime and Flood Insurance Programs 
 
SEC. 2301. CRIME INSURANCE PROGRAM. 
 
(a) Extension of General Authority. -- Section 1201(b) of the National Housing Act (12 
U.S.C. 1749bbb(b)) is amended by striking "September 30, 1991" in the matter preceding 
paragraph 
 
(1) and inserting "September 30, 1995". 
 
(b) Continuation of Existing Contracts. -- Section 1201(b)(1) of the National Housing Act 
(12 U.S.C. 1749bbb(b)(1)) is amended by striking "September 30, 1992" and inserting 
"September 30, 1996". 
 
(c) Extension of Limitation on Premiums. -- Section 542(c) of the Housing and 
Community Development Act of 1987 (12 U.S.C. 1749bbb-10c note) is amended by 
striking "September 30, 1991" and inserting "September 30, 1995". 



 
SEC. 2302. FLOOD INSURANCE PROGRAM. 
 
(a) Extension of General Authority. -- Section 1319 of the National Flood Insurance Act 
of 1968 (42 U.S.C. 4026) is amended by striking "September 30, 1991" and inserting 
"September 30, 1995". 
 
(b) Extension of Emergency Program. -- Section 1336(a) of the National Flood Insurance 
Act of 1968 (42 U.S.C. 4056(a)) is amended by striking "September 30, 1991" and 
inserting "September 30, 1995". 
 
(c) Extension of Limitation on Premiums. -- Section 541(d) of the Housing and 
Community Development Act of 1987 (42 U.S.C. 4015 note) is amended by striking 
"September 30, 1991" and inserting "September 30, 1995". 
 
(d) Extension of Erosion Provisions. -- Section 1306(c)(7) of the National Flood 
Insurance Act of 1968 (42 U.S.C. 4013(c)(7)) is amended by striking "September 30, 
1991" and inserting "September 30, 1995". 
 
(e) Inclusion of Costs in Premiums. -- 
 
(1) Estimates of premium rates. -- Section 1307(a) of the National Flood Insurance Act of 
1968 (42 U.S.C. 4014(a)) is amended -- 
 
(A) in paragraph (1)(B)(i), by striking "and" at the end; 
 
(B) in paragraph (1)(B)(ii), by inserting "and" after the comma at the end; 
 
(C) in paragraph (1)(B), by inserting at the end the following new clause: 
 
"(iii) any remaining administrative expenses incurred in carrying out the flood insurance 
and floodplain management programs (including the costs of mapping activities under 
section 1360) not included under clause (ii), which shall be recovered by a fee charged to 
policyholders and such fee shall not be subject to any agents' commissions, company 
expense allowances, or State or local premium taxes,"; and 
 
(D) in paragraph (2), by inserting after "title" the following: ", and which, together with a 
fee charged to policyholders that shall not be not subject to any agents' commission, 
company expenses allowances, or State or local premium taxes, shall include any 
administrative expenses incurred in carrying out the flood insurance and floodplain 
management programs (including the costs of mapping activities under section 1360)". 
 
(2) Establishment of chargeable premium rates. -- Section 1308 of the National Flood 
Insurance Act of 1968 (42 U.S.C. 4015) is amended -- 
 
(A) in subsection (b) -- 



(i) by striking "and" at the end of paragraph (2); 
 
(ii) by redesignating paragraph (3) as paragraph (4); and 
 
(iii) by inserting after paragraph (2), the following new paragraph: 
 
"(3) adequate, together with the fee under paragraph (1)(B)(iii) or (2) of section 1307(a), 
to provide for any administrative expenses of the flood insurance and floodplain 
management programs (including the costs of mapping activities under section 1360), 
and"; and 
 
(B) by striking subsection (d) and inserting the following new subsection: 
 
"(d) With respect to any chargeable premium rate prescribed under this section, a sum 
equal to the portion of the rate that covers any administrative expenses of carrying out the 
flood insurance and floodplain management programs which have been estimated under 
paragraphs 
 
(1)(B)(ii) and (1)(B)(iii) of section 1307(a) or paragraph (2) of such section (including 
the fees under such paragraphs), shall be paid to the Director. The Director shall deposit 
the sum in the National Flood Insurance Fund established under section 1310.". 
 
(3) National flood insurance fund. -- Section 1310(a)(4) of the National Flood Insurance 
Act of 1968 (42 U.S.C. 4017(a)(4)) is amended to read as follows: 
 
"(4) to the extent approved in appropriations Acts, to pay any administrative expenses of 
the flood insurance and floodplain management programs (including the costs of 
mapping activities under section 1360); and". 
 
[*H10135] (4) Administrative expenses. -- Section 1375 of the National Flood Insurance 
Act of 1968 (42 U.S.C. 4126) is amended by striking "program" and all that follows and 
inserting the following: "and floodplain management programs authorized under this title 
may be paid with amounts from the National Flood Insurance Fund (as provided under 
section 1310(a)(4)), subject to approval in appropriations Acts.". 
 
(5) Exception to limitation on premium increases. -- Notwithstanding section 541(d) of 
the Housing and Community Development Act of 1987 (42 U.S.C. 4015 note) (as 
amended by this section), the premium rates charged for flood insurance under any 
program established pursuant to the National Flood Insurance Act of 1968 may be 
increased by more than 10 percent during fiscal year 1991, except that any increase in 
such rates not resulting from the inclusion in chargeable premium rates of administrative 
expenses of the flood insurance and floodplain management programs (pursuant to the 
amendments made by this subsection) may not exceed 10 percent. 
 
Subtitle E -- Banking Committee Oversight of Credit 



SEC. 2401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND 
INSTRUMENTALITY. 
 
(a) In General. -- Any provision of this Act and any amendment made by this Act to 
chapter 31 of title 31, United States Code, or any other provision of law, which would 
have the effect of restricting the authority of any corporation owned in whole or in part 
by the Federal Government, such as Amtrak, the Tennessee Valley Authority or the Saint 
Lawrence Seaway Development Corporation, or any privately owned Government-
sponsored entity, such as a national bank, Federal savings association, or Federal credit 
union, from borrowing from or issuing obligations to any person other than the Secretary 
of the Treasury or guaranteeing any obligation issued by any person shall not take effect. 
 
(b) Certain Actions Prohibited. -- Notwithstanding any other provision of this Act or any 
amendment made by this Act to any other provision of law, no officer or employee of the 
United States may take any action which would have the effect of implementing any 
provision of, or any amendment made by, this Act which is described in subsection (a). 
 
(c) Violation Treated as Violation of Antideficiency Act. -- Any violation of subsection  
(b) shall be treated as a violation of section 1341(a) of title 31, United States Code. 
 
SEC. 2402. REPORT ON CREDIT AND THE ISSUANCE OF NOTES AND THE 
REDEMPTION THEREOF. 
 
(a) Report Required. -- In order to assist the Committee on Banking, Finance and Urban 
Affairs of the House of Representatives in its oversight of, and legislative activities with 
respect to, money and credit and the issuance of notes and the redemption thereof, and to 
reduce the costs associated with credit activities and the issuance and redemption of 
notes, the Secretary of the Treasury shall submit an annual report to the Committee on 
Banking, Finance and Urban Affairs of the House of Representatives on the credit 
activities of the Secretary and the policies of the Secretary with respect to the issuance 
and redemption of notes. 
 
(b) Contents of Report. -- The annual report required to be made by the Secretary of the 
Treasury under subsection (a) shall – 
 
(1) describe the policies with respect to the credit activities of the Department of the 
Treasury; 
 
(2) describe the policies of the Secretary and the Department with respect to the issuance 
and redemption of notes; 
 
(3) contain a report on the amount of the costs, as determined by the Secretary, of such 
credit activities and the issuance and redemption of notes; 
 



(4) identify actions taken by the Secretary to reduce costs associated with such credit 
activities and the issuance and redemption of notes during the period covered by such 
report; and 
 
(5) any recommendations for legislative action which would reduce the costs associated 
with the credit activities of the Department of the Treasury and the issuance and 
redemption of notes. 
 
(c) Analysis of Effect on Private Credit Activities. -- The annual report required to be 
made by the Secretary of the Treasury under subsection (a) shall contain an analysis of 
the effect of – 
 
(1) government credit activities; and 
 
(2) government policies with respect to the issuance and redemption of notes, 
on private credit activities. 
 
(d) Methodology for Reporting on Determination of Costs. -- 
 
(1) In general. -- In determining the cost of, and in identifying methods for reducing the 
cost of, credit activities and the issuance and redemption of notes, the Secretary of the 
Treasury shall quantify the cost associated with each type of credit activity and note. 
 
(2) Factors to be taken into account. -- In quantifying the costs involved with each type of 
credit activity and note pursuant to paragraph (1), the Secretary of the Treasury shall 
determine – 
 
(A) the volume of each type of credit activity and note; and 
 
(B) the costs involved with each type of credit activity and the issuance and redemption 
of each type of note with respect to any relevant factor, including -- 
 
(i) credit cost; 
 
(ii) interest cost; 
 
(iii) management and operational costs; and 
 
(iv) expenses incurred in connection with the issuance and redemption of notes. 
 
(e) Definitions. -- For purposes of this section -- 
 
(1) Credit activity. -- The term "credit activity" includes any borrowing or lending 
activity and any extension of credit by or to any person or governmental entity, including 
the issuance of notes in connection with any such activity. 
 



(2) Note. -- The term "note" includes any obligation, including any bill, bond, or other 
instrument, issued in connection with any credit activity. 
 
SEC. 2403. EFFECT OF CHANGES IN GOVERNMENT POLICY ON CREDIT, 
HOUSING, URBAN DEVELOPMENT, BANKS AND THE BANKING INDUSTRY, 
AND MONETARY POLICY. 
 
(a) Reports Required. -- The Comptroller General of the United States and the Secretary 
of the Treasury shall each submit an annual report to the Committee on Banking, Finance 
and Urban Affairs of the United States House of Representatives on the effect of changes 
in Federal tax and revenue laws on -- 
 
(1) the cost and availability of credit; 
 
(2) the cost and availability of public and private housing; 
 
(3) the progress of urban development; 
 
(4) the financial condition of banks and the banking industry; and 
 
(5) the conduct of Federal monetary policy and the operation of the Federal Reserve 
System. 
 
(b) Recommendation. -- Each report required under subsection (a) shall also contain the 
recommendations of the Comptroller General and the Secretary of the Treasury for 
changes in law or government policy to reduce Federal spending and address the effect of 
the changes in tax and revenue laws on the subjects described in subsection (a). 
 
(c) Effect of Changes in Tax Laws on Credit Facilities and Activities. -- 
 
(1) In general. -- The first reports required under subsection (a) shall contain an analysis 
of the effect of changes in tax law during the period 1980 to 1990 and recommendations 
for changes in law or government policy to address the effect of the changes in tax and 
revenue laws during the period from 1980 to 1990 on the subjects described in subsection  
(a) and each subsequent report shall analyze the effect of changes in tax and revenue law 
during the immediately preceding year and contain recommendations to respond to 
changes in tax and revenue law during the immediately preceding year. 
 
(2) Analysis of effect of 1986 and 1981 tax acts on savings and loan crisis. -- In addition 
to the requirement of paragraph (1) relating to the first reports required under subsection 
(a), such reports shall contain a detailed analysis of the extent to which the abrupt 
changes in the tax consequences of various kinds of investment activities as a result of 
the enactment of the Tax Reform Act of 1986 and the Economic Recovery Tax Act of 
1981, and the effect such changes had on real property values and institutions which 
provide credit with respect to such investment activities and property, contributed to the 
rapid escalation of the crisis in the savings and loan industry in 1987 and 1988. 



(d) Timing of Reports. -- The first reports by the Comptroller General and the Secretary 
of the Treasury pursuant to subsection (a) shall be submitted no later than July 1, 1991, 
and each subsequent report shall be submitted no later than February 1 of each 
subsequent year. 
 
TITLE III -- EDUCATION AND LABOR COMMITTEE 
 
Subtitle A -- Student Loan Program Savings 
 
SEC. 3001. SHORT TITLE. 
 
This subtitle may be cited as the "Student Loan Default Prevention Initiative Act of 
1990". 
 
SEC. 3002. PRECLAIMS ASSISTANCE PAYMENTS. 
 
(a) Amendment. -- Section 428(f)(1)(A) of the Higher Education Act of 1965 (20 U.S.C. 
1078(f)(1)(A)) is amended -- 
 
(1) by striking clause (iii); and 
 
(2) by redesignating clauses (iv) and (v) as clauses (iii) and (iv), respectively. 
 
SEC. 3003. INITIAL DISBURSEMENT AND ENDORSEMENT REQUIREMENTS. 
 
(a) Amendment. -- Section 428G(b)(1) of the Higher Education Act of 1965 (20 U.S.C. 
1078- 7(b)(1)) is amended to read as follows: 
 
"(1) First year students. -- The first installment of the proceeds of any loan made, insured, 
or guaranteed under this part that is made to a student borrower who is entering the first 
year of program of postsecondary education, and who has not previously obtained a loan 
under this part, shall not (regardless of the amount of such loan or the duration of the 
period of enrollment) be presented by the institution to the student for endorsement until 
30 days after the borrower begins a course of study, but may be delivered to the eligible 
institution prior to the end of that 30-day period.". 
 
(b) Effective Date. -- The amendment made by this section shall be effective for loans 
made on or after the date of enactment of this Act to cover the cost of instruction for 
periods of enrollment beginning on or after January 1, 1991. 
 
[*H10136] SEC. 3004. INELIGIBILITY BASED ON HIGH DEFAULT RATES AND 
BANKRUPTCY. 
 
(a) In General. -- Section 435(a) of the Higher Education Act of 1965 (20 U.S.C. 
1088(a)) is amended by adding at the end thereof the following new paragraph: 



"(3) Ineligibility based on high default rates. -- (A) An institution whose cohort default 
rate is equal to or greater than the threshold percentage specified in subparagraph (B) for 
each of the three most recent fiscal years for which data are available shall not be an 
eligible institution under this part unless, within 30 days of receiving notification from 
the Secretary of the loss of eligibility under this paragraph, the institution appeals the loss 
of its eligibility to the Secretary and – 
 
"(i) the institution demonstrates to the satisfaction of the Secretary that the Secretary's 
calculation of its cohort default rate is not accurate, and that recalculation would reduce 
its cohort default rate for any of the three fiscal years below the threshold percentage 
specified in subparagraph (B); or 
 
"(ii) there are, in the judgment of the Secretary, exceptional mitigating circumstances that 
would make the application of this paragraph inequitable. 
 
During the pendency of an appeal, the Secretary shall suspend the eligibility of the 
institution in accordance with his authority to take emergency actions under section 
487(c)(1)(E). 
 
"(B) For purposes of determinations under subparagraph (A) for academic year 1991-
1992 and any succeeding academic year, the threshold percentage is 35 percent. 
 
"(C) This paragraph shall not apply to any institution that is -- 
 
"(i) a part B institution within the meaning of section 322(2) of this Act; 
 
"(ii) a tribally controlled community college within the meaning of section 2(a)(4) of the 
Tribally Controlled Community College Assistance Act of 1978; or 
 
"(iii) a Navajo Community College under the Navajo Community College Act.". 
 
"(4) Ineligibility based on bankruptcy. -- An institution shall cease to be an eligible 
institution under this part if that institution commences a voluntary case by filing a 
petition with a bankruptcy court under title 11, United States Code.". 
 
(b) Refusal to Provide Statement to Lender. -- Section 428(a)(2)(F) of such Act (20 
U.S.C. 1078(a)(2)(F)) is amended by inserting before the period at the end thereof the 
following: ", except in individual cases where the institution determines that the portion 
of the student's expenses to be covered by the loan can be met more appropriately, either 
by the institution or directly by the student, from other sources". 
 
(c) Extension of Default Rate Limitations on SLS Loans. -- Section 2003(a)(3) of the 
Omnibus Budget Reconciliation Act of 1989 is amended by striking out "October 1, 
1991" and inserting "October 1, 1996". 
 



(d) Effective Date. -- The amendments made by this section shall be effective July 1, 
1991. 
 
SEC. 3005. SPECIAL ALLOWANCES. 
 
(a) Reduction of Rate. -- Section 438(b)(2)(A)(iii) of the Higher Education Act of 1965 
(20 U.S.C. 1087-1(b)(2)(A)(iii)) is amended by striking "3.25 percent" and inserting "3.0 
percent". 
 
(b) Elimination of Floor on Allowance for Loans From Tax Exempt Funds. -- Section 
438(b)(2)(B) of such Act (20 U.S.C. 1087-1(b)(2)(B)) is amended -- 
 
(1) by striking division (ii); and 
 
(2) by redesignating division (iii) as division (ii). 
 
(c) Effective Dates. -- The amendments made by this section shall apply with respect to 
loans made on or after the date of enactment of this Act to cover periods of instruction 
beginning on or after November 1, 1990. 
 
SEC. 3006. ABILITY TO BENEFIT. 
 
(a) In General. -- Section 484(d) of the Higher Education Act of 1965 (20 U.S.C. 
1091(d)) is amended to read as follows: 
 
"(d) Ability to Benefit. -- In order for a student who is admitted on the basis of ability to 
benefit from the education or training offered to be eligible for any grant, loan, or work 
assistance under this title, the student shall, prior to enrollment, pass an independently 
administered examination approved by the Secretary.". 
 
(b) Conforming Amendment. -- Section 481(b) of the Higher Education Act of 1965 (20 
U.S.C. 1088(b)) is amended in the fourth sentence by inserting ", except in accordance 
with section 484(d) of this Act," after "shall not". 
 
(c) Effective Date. -- The amendments made by this section shall apply to any grant, loan, 
or work assistance to cover the cost of instruction for periods of enrollment beginning on 
or after January 1, 1991. 
 
SEC. 3007. MAXIMUM SLS LOAN AMOUNTS. 
 
(a) Effective Date Extension. -- Section 2003(b)(2) of the Omnibus Budget 
Reconciliation Act of 1989 is amended by striking "1991" and inserting "1996". 
 
(b) Period for Determination of Maximum Loan Amounts. -- Section 428A(b)(1) of the 
Higher Education Act of 1965 (20 U.S.C. 1078-1(b)) is amended by striking "9 
consecutive" and inserting "7 consecutive". 



 
SEC. 3008. COLLEGE FACILITIES. 
 
(a) College Construction Loan Insurance Association Report. -- The College 
Construction Loan Insurance Association shall prepare and submit to the Committee on 
Education and Labor of the House of Representatives and the Committee on Labor and 
Human Resources of the Senate a plan for expanding the Association's operations and 
activities to provide direct insurance to institutions that do not have investment-grade 
rated debt instruments. Such plan shall also include an analysis of the impact of such 
expansion on the Association's ability to do business and recommendations as to the level 
of Federal investment that would be necessary to assist the Association with such an 
expansion. Such plan shall be submitted not later than August 1, 1991. 
 
(b) Additional Authority for Housing and Education Facilities Loans. -- Section 761 of 
the Higher Education Act of 1965 (20 U.S.C. 1132g) is amended by adding at the end 
thereof the following new subsection: 
 
"(g) Additional Authorization. -- 
 
"(1) In addition to the amounts authorized by subsection (f), there are authorized to be 
appropriated to the Secretary such sums as may be necessary to provide loans, under 
terms and conditions consistent with this part, to private, 4-year, nonprofit institutions of 
higher education that serve primarily low-income and minority students and that have 
been in existence for at least 80 years. 
 
"(2) Loans from funds appropriated under this subsection may be used -- 
 
"(A) to construct, reconstruct, or renovate any classroom facility, library, laboratory 
facility, dormitory (including dining facilities) or other facility customarily used by 
institutions of higher education for instructional or research purposes or for housing 
students, faculty and staff; 
 
"(B) to purchase or lease instructional equipment, research instrumentation and any 
capital equipment or fixture related to facilities described in subparagraph (A); 
 
"(C) to finance any other facility, equipment, or fixture the construction, acquisition, or 
renovation of which is essential to the maintaining of accreditation of the member 
institution by a nationally recognized accrediting agency or association; and 
 
"(D) to purchase any real property or interest therein underlying facilities described in 
subparagraph (A) or (C). 
 
"(3) Section 763(a) shall not apply to funds provided in the form of loans from amounts 
appropriated under this subsection.". 
 
SEC. 3009. SUNSET PROVISION. 



 
The amendments made by this subtitle shall cease be effective on October 1, 1996. 
 
Subtitle B -- Amendments Relating to Employee Retirement Income Security Act of 
1974 
 
PART 1 -- TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS TO 
EMPLOYERS 
 
SEC. 3101. INCREASE IN REVERSION TAX. 
 
Section 4980(a) (relating to tax on reversion of qualified plan assets to employer) is 
amended by striking "15 percent" and inserting "20 percent". 
 
SEC. 3102. ADDITIONAL TAX FOR FAILURE TO ESTABLISH REPLACEMENT 
PLAN OR TO INCREASE BENEFITS. 
 
(a) In General. -- Section 4980 is amended by adding at the end thereof the following 
new subsection: 
 
"(d) Increase in Tax for Failure to Establish Replacement Plan or Increase Benefits. -- 
 
"(1) In general. -- Subsection (a) shall be applied by substituting '50 percent' for '20 
percent' with respect to any employer reversion from a qualified plan unless -- 
 
"(A) the employer establishes or maintains a qualified replacement plan, or 
 
"(B) the plan provides benefit increases meeting the requirements of paragraph (3). 
 
"(2) Qualified replacement plan. -- For purposes of this subsection, the term 'qualified 
replacement plan' means a qualified plan established or maintained by the employer in 
connection with a qualified plan termination (hereinafter referred to as the 'replacement 
plan') with respect to which the following requirements are met: 
 
"(A) Participation requirement. -- Substantially all of the active participants in the 
terminated plan who remain as employees of the employer after the termination are active 
participants in the replacement plan. 
 
"(B) Asset transfer requirement. -- 
 
"(i) 30 percent cushion. -- A direct transfer from the terminated plan to the replacement 
plan is made before any employer reversion, and the transfer is in an amount equal to the 
excess (if any) of – 
 
"(I) 30 percent of the maximum amount which the employer could receive as an 
employer reversion without regard to this subsection, over 



 
"(II) the amount determined under clause (ii). 
 
"(ii) Reduction for increase in benefits. -- The amount determined under this clause is an 
amount equal to the present value of the aggregate increases in the nonforfeitable accrued 
benefits under the terminated plan of any participants (including nonactive participants) 
pursuant to a plan amendment which -- 
 
"(I) is adopted during the 60-day period ending on the date of termination of the qualified 
plan, and 
 
"(II) takes effect immediately on the termination date. 
 
"(iii) Treatment of amount transferred. -- In the case of the transfer of any amount under 
clause (i) -- 
 
"(I) such amount shall not be includible in the gross income of the employer, 
 
"(II) no deduction shall be allowable with respect to such transfer, and 
 
[*H10137] "(III) such transfer shall not be treated as an employer reversion for purposes 
of this section. 
 
"(C) Allocation requirements. -- 
 
"(i) In general. -- In the case of any defined contribution plan, the portion of the amount 
transferred to the replacement plan under subparagraph (B)(i) is -- 
 
"(I) allocated under the plan to the accounts of participants in the plan year in which the 
transfer occurs, or 
 
"(II) credited to a suspense account and allocated from such account to accounts of 
participants no less rapidly than ratably over the 7-plan-year period beginning with the 
year of the transfer. 
 
"(ii) Coordination with section 415 limitation. -- If, by reason of any limitation under 
section 415, any amount credited to a suspense account under clause (i)(II) may not be 
allocated to a participant before the close of the 7-year period under such clause -- 
 
"(I) such amount shall be allocated to the accounts of other participants, and 
 
"(II) if any portion of such amount may not be allocated to other participants by reason of 
any such limitation, shall be allocated to the participant as provided in section 415. 
 
"(iii) Treatment of income. -- Any income on any amount credited to a suspense account 
under clause (i)(II) shall be allocated to accounts of participants no less rapidly than 



ratably over the remainder of the period determined under such clause (after application 
of clause (ii)). 
 
"(iv) Unallocated amounts at termination. -- If any amount credited to a suspense account 
under clause (i)(II) is not allocated as of the termination date of the plan -- 
 
"(I) such amount shall be allocated to the accounts of participants as of such date, except 
that any amount which may not be allocated by reason of any limitation under section 
415 shall be allocated to the accounts of other participants, and 
 
"(II) if any portion of such amount may not be allocated to other participants under 
subclause (I) by reason of such limitation, such portion shall be treated as an employer 
reversion to which this section applies. 
 
"(3) Pro rata benefit increases. -- 
 
"(A) In general. -- The requirements of this paragraph are met if a plan amendment to the 
terminated plan is adopted in connection with the termination of the plan which provides 
pro rata increases in the present values of the nonforfeitable accrued benefits of all 
participants (including nonactive participants) which -- 
 
"(i) have an aggregate present value not less than 25 percent of the maximum amount 
which the employer could receive as an employer reversion without regard to this 
subsection, and 
 
"(ii) take effect immediately on the termination date. 
 
"(B) Pro rata increase. -- For purposes of subparagraph (A), a pro rata increase is an 
increase in the present value of the nonforfeitable accrued benefit of each participant 
(including nonactive participants) in an amount which bears the same ratio to the 
aggregate amount determined under subparagraph (A)(i) as -- 
 
"(i) the present value of such participant's nonforfeitable accrued benefit (determined 
without regard to this subsection), bears to 
 
"(ii) the aggregate present value of nonforfeitable accrued benefits of the terminated plan 
(as so determined). 
 
Notwithstanding the preceding sentence, the aggregate increases in the present values of 
the nonforfeitable accrued benefits of nonactive participants shall not exceed 40 percent 
of the aggregate amount determined under subparagraph (A)(i) by substituting 'equal to' 
for 'not less then'. 
 
"(4) Coordination with other provisions. -- 
 



"(A) Limitations. -- A benefit may not be increased under paragraph (2)(B)(ii) or (3)(A), 
and an amount may not be allocated to a participant under paragraph (2)(C), if such 
increase or allocation would result in a failure to meet any requirement under section 
401(a)(4) or 415. 
 
"(B) Treatment as employer contributions. -- Any increase in benefits under paragraph 
(2)(B)(ii) or (3)(A), or any allocation of any amount (or income allocable thereto) to any 
account under paragraph (2)(C), shall be treated as an annual benefit or annual addition 
for purposes of section 415. 
 
"(C) 10-year participation requirement. -- Except as provided by the Secretary, section 
415(b)(5)(D) shall not apply to any increase in benefits by reason of this subsection to the 
extent that the application of this subparagraph does not discriminate in favor of highly 
compensated employees (as defined in section 414(q)). 
 
"(5) Definitions and special rules. -- For purposes of this subsection -- 
 
"(A) Nonactive participant. -- The term 'nonactive participant' means an individual who -- 
 
"(i) is a participant in pay status as of the termination date, 
 
"(ii) is a beneficiary who has a nonforfeitable right to an accrued benefit under the 
terminated plan as of the termination date, or 
 
"(iii) is a participant not described in clause (i) or (ii) -- 
 
"(I) who has a nonforfeitable right to an accrued benefit under the terminated plan as of 
the termination date, and 
 
"(II) whose service, which was creditable under the terminated plan, terminated during 
the period beginning 3 years before the termination date and ending with the date on 
which the final distribution of assets occurs. 
 
"(B) Present value. -- Present value shall be determined as of the termination date and on 
the same basis as liabilities of the plan are determined on termination. 
 
"(C) Reallocation of increase. -- Except as provided in paragraph (2)(C), if any benefit 
increase is reduced by reason of the last sentence of paragraph (3)(A)(ii) or paragraph (4), 
the amount of such reduction shall be allocated to the remaining participants on the same 
basis as other increases (and shall be treated as meeting any allocation requirement of this 
subsection). 
 
"(D) Aggregation of plans. -- The Secretary may provide that 2 or more plans may be 
treated as 1 plan for purposes of determining whether there is a qualified replacement 
plan under paragraph (2). 



"(6) Subsection not to apply to employer in bankruptcy. -- This subsection shall not apply 
to an employer who, as of the termination date of the qualified plan, is in bankruptcy 
liquidation under chapter 7 of title 11 of the United States Code or in similar proceedings 
under State law." 
 
(b) Amendments to Employee Retirement Income Security Act. -- 
 
(1) Fiduciary responsibility. -- Section 404 of the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1104) is amended by adding at the end thereof the following new 
subsection: 
 
"(d)(1) If, in connection with the termination of a single-employer plan, an employer 
elects to establish or maintain a qualified replacement plan, or to increase benefits, as 
provided under section 4980(d) of the Internal Revenue Code of 1986, a fiduciary shall 
discharge the fiduciary's duties under this title and title IV in accordance with the 
following requirements: 
 
"(A) In the case of a fiduciary of the terminated plan, any requirement -- 
 
"(i) under section 4980(d)(2)(B) of such Code with respect to the transfer of assets from 
the terminated plan to a qualified replacement plan, and 
 
"(ii) under section 4980(d)(2)(B)(ii) or 4980(d)(3) of such Code with respect to any 
increase in benefits under the terminated plan. 
 
"(B) In the case of a fiduciary of a qualified replacement plan, any requirement -- 
 
"(i) under section 4980(d)(2)(A) of such Code with respect to participation in the 
qualified replacement plan of active participants in the terminated plan, 
 
"(ii) under section 4980(d)(2)(B) of such Code with respect to the receipt of assets from 
the terminated plan, and 
 
"(iii) under section 4980(d)(2)(C) of such Code with respect to the allocation of assets to 
participants of the qualified replacement plan. 
 
"(2) For purposes of this subsection -- 
 
"(A) any term used in this subsection which is also used in section 4980(d) of the Internal 
Revenue Code of 1986 shall have the same meaning as when used in such section, and 
 
"(B) any reference in this subsection to the Internal Revenue Code of 1986 shall be a 
reference to such Code as in effect on January 1, 1991." 
 
(2) Conforming amendments. -- 



(A) Section 404(a)(1)(D) of such Act (29 U.S.C. 1104(a)(1)(D)) is amended by striking 
"or title IV" and inserting "and title IV". 
 
(B) Section 4044(d)(1) of such Act (29 U.S.C. 1344(d)(1)) is amended by inserting ", 
section 404(d) of this Act, and section 4980(d) of the Internal Revenue Code of 1986 (as 
in effect on January 1, 1991)" after "paragraph (3)". 
 
(C) Section 3 of such Act (29 U.S.C. 1002) is amended by adding at the end the 
following new paragraph: 
 
"(41) The term 'single-employer plan' means a plan which is not a multiemployer plan.". 
 
SEC. 3103. EFFECTIVE DATE. 
 
(a) In General. -- Except as provided in subsection (b), the amendments made by this 
subpart shall apply to reversions occurring after September 30, 1990. 
 
(b) Exception. -- The amendments made by this subpart shall not apply to any reversion 
after September 30, 1990, if -- 
 
(1) in the case of plans subject to title IV of the Employee Retirement Income Security 
Act of 1974, a notice of intent to terminate under such title was provided to participants 
(or if no participants, to the Pension Benefit Guaranty Corporation) before October 1, 
1990, or 
 
(2) in the case of plans subject to title I (and not to title IV) of such Act, a notice of intent 
to reduce future accruals under section 204(h) of such Act was provided to participants in 
connection with the termination before October 1, 1990. 
 
PART 2 -- TRANSFERS TO RETIREE HEALTH ACCOUNTS 
 
SEC. 3111. TRANSFER OF EXCESS PENSION ASSETS TO RETIREE HEALTH 
ACCOUNTS. 
 
(a) In General. -- Part I of subchapter D of chapter 1 (relating to pension, profit-sharing, 
and stock bonus plans) is amended by adding at the end thereof the following new 
subpart: 
 
"Subpart E -- Treatment of Transfers to Retiree Health Accounts 
 
"Sec. 420. Transfers of excess pension assets to retiree health accounts. 
 
" [*H10138] SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS TO RETIREE 
HEALTH ACCOUNTS. 
 



"(a) General Rule. -- If there is a qualified transfer of any excess pension assets of a 
defined benefit plan (other than a multiemployer plan) to a health benefits account which 
is part of such plan – 
 
"(1) a trust which is part of such plan shall not be treated as failing to meet the 
requirements of subsection (a) or (h) of section 401 solely by reason of such transfer (or 
any other action authorized under this section), 
 
"(2) no amount shall be includible in the gross income of the employer maintaining the 
plan solely by reason of such transfer, 
 
"(3) such transfer shall not be treated -- 
 
"(A) as an employer reversion for purposes of section 4980, or 
 
"(B) as a prohibited transaction for purposes of section 4975, and 
 
"(4) the limitations of subsection (d) shall apply to such employer. 
 
"(b) Qualified Transfer. -- For purposes of this section -- 
 
"(1) In general. -- The term 'qualified transfer' means a transfer -- 
 
"(A) of excess pension assets of a defined benefit plan to a health benefits account which 
is part of such plan in a taxable year beginning after December 31, 1990, 
 
"(B) which does not contravene any other provision of law, and 
 
"(C) with respect to which the plan meets -- 
 
"(i) the use requirements of subsection (c)(1), 
 
"(ii) the vesting requirements of subsection (c)(2), and 
 
"(iii) the minimum benefit requirements of subsection (c)(3). 
 
"(2) Only 1 transfer per year. -- 
 
"(A) In general. -- No more than 1 transfer with respect to any plan during a taxable year 
may be treated as a qualified transfer for purposes of this section. 
 
"(B) Exception. -- A transfer described in paragraph (4) shall not be taken into account 
for purposes of subparagraph (A). 
 
"(3) Limitation on amount transferred. -- The amount of excess pension assets which may 
be transferred in a qualified transfer shall not exceed the amount which is reasonably 



estimated to be the amount the employer maintaining the plan will pay (whether directly 
or through reimbursement) out of such account during the taxable year of the transfer for 
qualified current retiree health liabilities. 
 
"(4) Special rule for 1990. -- 
 
"(A) In general. -- Subject to the provisions of subsection (c), a transfer shall be treated as 
a qualified transfer if such transfer -- 
 
"(i) is made after the close of the taxable year preceding the employer's first taxable year 
beginning after December 31, 1990, and before the earlier of -- 
 
"(I) the due date (including extensions) for the filing of the return of tax for such 
preceding taxable year, or 
 
"(II) the date such return is filed, and 
 
"(ii) does not exceed the expenditures of the employer for qualified current retiree health 
liabilities for such preceding taxable year. 
 
"(B) Reduction in deduction. -- The amount of the deductions otherwise allowable under 
this chapter to an employer for the taxable year preceding the employer's first taxable 
year beginning after December 31, 1990, shall be reduced by the amount of any qualified 
transfer to which this paragraph applies. 
 
"(C) Coordination with reduction rule. -- Subsection (e)(1)(B) shall not apply to a transfer 
described in subparagraph (A). 
 
"(5) Expiration. -- No transfer in any taxable year beginning after December 31, 1995, 
shall be treated as a qualified transfer. 
 
"(c) Requirements of Plans Transferring Assets. -- 
 
"(1) Use of transferred assets. -- 
 
"(A) In general. -- Any assets transferred to a health benefits account in a qualified 
transfer (and any income allocable thereto) shall be used only to pay qualified current 
retiree health liabilities (other than liabilities of key employees not taken into account 
under subsection (e)(1)(D)) for the taxable year of the transfer (whether directly or 
through reimbursement). 
 
"(B) Amounts not used to pay for health benefits. -- 
 
"(i) In general. -- Any assets transferred to a health benefits account in a qualified transfer 
(and any income allocable thereto) which are not used as provided in subparagraph (A) 
shall be transferred out of the account to the transferor plan. 



 
"(ii) Tax treatment of amounts. -- Any amount transferred out of an account under clause 
(i) -- 
 
"(I) shall not be includible in the gross income of the employer for such taxable year, but 
 
"(II) shall be treated as an employer reversion for purposes of section 4980 (without 
regard to subsection (d) thereof). 
 
"(C) Ordering rule. -- For purposes of this section, any amount paid out of a health 
benefits account shall be treated as paid first out of the assets and income described in 
subparagraph (A). 
 
"(2) Requirements relating to pension benefits accruing before transfer. -- 
 
"(A) In general. -- The requirements of this paragraph are met if the plan provides that the 
accrued pension benefits of any participant or beneficiary under the plan become 
nonforfeitable in the same manner which would be required if the plan had terminated 
immediately before the qualified transfer (or in the case of a participant who separated 
during the 1-year period ending on the date of the transfer, immediately before such 
separation). 
 
"(B) Special rule for 1990. -- In the case of a qualified transfer described in subsection 
(b)(4), the requirements of this paragraph are met with respect to any participant who 
separated from service during the taxable year to which such transfer relates by 
recomputing such participant's benefits as if subparagraph (A) had applied immediately 
before such separation. 
 
"(3) Minimum cost requirements. -- 
 
"(A) In general. -- The requirements of this paragraph are met if each group health plan 
or arrangement under which applicable health benefits are provided provides that the 
applicable employer cost for each taxable year during the benefit maintenance period 
shall not be less than the higher of the applicable employer costs for each of the 2 taxable 
years immediately preceding the taxable year of the qualified transfer. 
 
"(B) Applicable employer cost. -- For purposes of this paragraph, the term 'applicable 
employer cost' means, with respect to any taxable year, the amount determined by 
dividing – 
 
"(i) the qualified current retiree health liabilities of the employer for such taxable year 
determined -- 
 
"(I) without regard to any reduction under subsection (e)(1)(B), and 
 



"(II) in the case of a taxable year in which there was no qualified transfer, in the same 
manner as if there had been such a transfer at the end of the taxable year, by 
 
"(ii) the number of individuals to whom coverage for applicable health benefits was 
provided during such taxable year. 
 
"(C) Election to compute cost separately. -- An employer may elect to have this 
paragraph applied separately with respect to individuals eligible for benefits under title 
XVIII of the Social Security Act at any time during the taxable year and with respect to 
individuals not so eligible. 
 
"(D) Benefit maintenance period. -- For purposes of this paragraph, the term 'benefit 
maintenance period' means the 5 taxable year period beginning with the taxable year in 
which the qualified transfer occurs. If a taxable year is in 2 or more overlapping benefit 
maintenance periods, this paragraph shall be applied by taking into account the highest 
applicable employer cost required to be provided under subparagraph (A) for such 
taxable year. 
 
"(d) Limitations on Employer. -- For purposes of this title -- 
 
"(1) Deduction limitations. -- No deduction shall be allowed -- 
 
"(A) for the transfer of any amount to a health benefits account in a qualified transfer (or 
any retransfer to the plan under subsection (c)(1)(B)), 
 
"(B) for qualified current retiree health liabilities paid out of the assets (and income) 
described in subsection (c)(1), or 
 
"(C) for any amounts to which subparagraph (B) does not apply and which are paid for 
qualified current retiree health liabilities for the taxable year to the extent such amounts 
are not greater than the excess (if any) of -- 
 
"(i) the amount determined under subparagraph (A) (and income allocable thereto), over 
 
"(ii) the amount determined under subparagraph (B). 
 
"(2) No contributions allowed. -- An employer may not contribute after December 31, 
1990, any amount to a health benefits account or welfare benefit fund (as defined in 
section 419(e)(1)) with respect to qualified current retiree health liabilities for which 
transferred assets are required to be used under subsection (c)(1). 
 
"(e) Definition and Special Rules. -- For purposes of this section -- 
 
"(1) Qualified current retiree health liabilities. -- For purposes of this section -- 
 



"(A) In general. -- The term 'qualified current retiree health liabilities' means, with 
respect to any taxable year, the aggregate amounts (including administrative expenses) 
which would have been allowable as a deduction to the employer for such taxable year 
with respect to applicable health benefits provided during such taxable year if – 
 
"(i) such benefits were provided directly by the employer, and 
 
"(ii) the employer used the cash receipts and disbursements method of accounting. 
For purposes of the preceding sentence, the rule of section 419(c)(3)(B) shall apply. 
 
"(B) Reductions for amounts previously set aside. -- The amount determined under 
subparagraph (A) shall be reduced by any amount previously contributed to a health 
benefits account or welfare benefit fund (as defined in section 419(e)(1)) to pay for the 
qualified current retiree health liabilities. The portion of any reserves remaining as of the 
close of December 31, 1990, shall be allocated on a pro rata basis to qualified current 
retiree health liabilities. 
 
"(C) Applicable health benefits. -- The term 'applicable health benefits' mean health 
benefits or coverage which are provided to -- 
 
"(i) retired employees who, immediately before the qualified transfer, are entitled to 
receive such benefits upon retirement and who are entitled to pension benefits under the 
plan, and 
 
[*H10139] "(ii) their spouses and dependents. 
 
"(D) Key employees excluded. -- If an employee is a key employee (within the meaning 
of section 416(i)(1)) with respect to any plan year ending in a taxable year, such 
employee shall not be taken into account in computing qualified current retiree health 
liabilities for such taxable year or in calculating applicable employer cost under 
subsection (c)(3)(B). 
 
"(2) Excess pension assets. -- The term 'excess pension assets' means the excess (if any) 
of -- 
 
"(A) the amount determined under section 412(c)(7)(A)(ii), over 
 
"(B) the greater of -- 
 
"(i) the amount determined under section 412(c)(7)(A)(i), or 
 
"(ii) 125 percent of current liability (as defined in section 412(c)(7)(B)). 
 
The determination under this paragraph shall be made as of the most recent valuation date 
of the plan preceding the qualified transfer. 
 



"(3) Health benefits account. -- The term "health benefits account" means an account 
established and maintained under section 401(h). 
 
"(4) Coordination with section 412. -- In the case of a qualified transfer to a health 
benefits account -- 
 
"(A) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of section 412(c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(B) the plan shall be treated as having a net experience loss under section 
412(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in 
an amount equal to the amount of such transfer (reduced by any amounts transferred back 
to the pension plan under subsection (c)(1)(B)), except that such section shall be applied 
to such amount by substituting '10 plan years' for '5 plan years'." 
 
(b) Conforming Amendment. -- Section 401(h) is amended by inserting ", and subject to 
the provisions of section 420" after "Secretary". 
 
(c) Effective Date. -- The amendments made by this section shall apply to transfers in 
taxable years beginning after December 31, 1990. 
 
SEC. 3112. APPLICATION OF ERISA TO TRANSFERS OF EXCESS PENSION 
ASSETS TO RETIREE HEALTH ACCOUNTS. 
 
(a) Exclusive Benefit Requirement. -- Section 403(c)(1) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 1103(c)(1)) is amended by inserting ", or under 
section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)" after 
"insured plans)". 
 
(b) Fiduciary Duties. -- Section 404(a)(1)(A) of such Act (29 U.S.C. 1104(a)(1)(A)) is 
amended by inserting "subject to section 420 of the Internal Revenue Code of 1986 (as in 
effect on January 1, 1991)," after "(A)". 
 
(c) Exemptions From Prohibited Transactions. -- Section 408(b) of such Act (29 U.S.C. 
1108(b)) is amended by adding at the end thereof the following new paragraph: 
 
"(13) Any transfer in a taxable year beginning before January 1, 1996, of excess pension 
assets from a single-employer plan which is a defined benefit plan to a retiree health 
account in a qualified transfer permitted under section 420 of the Internal Revenue Code 
of 1986 (as in effect on January 1, 1991)." 
 
(d) Funding Limitations. -- Section 302 of such Act (29 U.S.C. 1082) is amended by 
redesignating subsection (g) as subsection (h) and by adding at the end thereof the 
following new subsection: 
 



"(g) Qualified Transfers to Health Benefits Accounts. -- For purposes of this section, in 
the case of a qualified transfer (as defined in section 420 of the Internal Revenue Code of 
1986) – 
 
"(1) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of subsection (c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(2) the plan shall be treated as having a net experience loss under subsection 
(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in an 
amount equal to the amount of such transfer (reduced by any amounts transferred back to 
the plan under section 420(c)(1)(B) of such Code), except that such subsection shall be 
applied to such amount by substituting '10 plan years' for '5 plan years'." 
 
(e) Notice Requirements. -- 
 
(1) In general. -- Section 101 of such Act (29 U.S.C. 1021) is amended by redesignating 
subsection (e) as subsection (f) and by inserting after subsection (d) the following new 
subsection: 
 
"(e) Notice of Transfer of Excess Pension Assets to Health Benefits Accounts. -- 
 
"(1) Notice to participants. -- Not later than 60 days before the date of a qualified transfer 
by an employee pension benefit plan of excess pension assets to a health benefits 
account, the administrator of the plan shall notify (in such manner as the Secretary may 
prescribe) each participant and beneficiary under the plan of such transfer. Such notice 
shall include information with respect to the amount of excess pension assets, the portion 
to be transferred, the amount of health benefits liabilities to be funded with the assets 
transferred, and the amount of pension benefits of the participant which will be vested 
immediately after the transfer. 
 
"(2) Notice to secretaries, administrator, and employee organizations. -- 
 
"(A) In general. -- Not later than 60 days before the date of any qualified transfer by an 
employee pension benefit plan of excess pension assets to a health benefits account, the 
employer maintaining the plan from which the transfer is made shall provide the 
Secretary, the Secretary of the Treasury, the administrator, and each employee 
organization representing participants in the plan a written notice of such transfer. A copy 
of any such notice shall be available for inspection in the principal office of the 
administrator. 
 
"(B) Information relating to transfer. -- Such notice shall identify the plan from which the 
transfer is made, the amount of the transfer, a detailed accounting of assets projected to 
be held by the plan immediately before and immediately after the transfer, and the current 
liabilities under the plan at the time of the transfer. 
 



"(C) Authority for additional reporting requirements. -- The Secretary may prescribe such 
additional reporting requirements as may be necessary to carry out the purposes of this 
section. 
 
"(3) Definitions. -- For purposes of paragraph (1), any term used in such paragraph which 
is also used in section 420 of the Internal Revenue Code of 1986 (as in effect on January 
1, 1991) shall have the same meaning as when used in such section." 
 
(2) Penalties. -- 
 
(A) Section 502(c)(1) of such Act (29 U.S.C. 1132(c)(1)) is amended by inserting "or 
section 101(e)(1)" after "section 606". 
 
(B) Section 502(c)(3) of such Act (29 U.S.C. 1132(c)(3)) is amended -- 
 
(i) by inserting "or who fails to meet the requirements of section 101(e)(2) with respect to 
any person" after "beneficiary" the first place it appears, and 
 
(ii) by inserting "or to such person" after "beneficiary" the second place it appears. 
 
(f) Effective Date. -- The amendments made by this section shall apply to qualified 
transfers under section 420 of the Internal Revenue Code of 1986 made after the date of 
the enactment of this Act. 
 
PART 3 -- PBGC PREMIUMS 
 
SEC. 3121. INCREASE IN PREMIUM RATES. 
 
(a) Increase in Basic Premium. -- 
 
(1) In general. -- Clause (i) of section 4006(a)(3)(A) of the Employee Retirement Income 
Security Act of 1974 (29 U.S.C. 1306(a)(3)(A)) is amended by striking "for plan years 
beginning after December 31, 1987, an amount equal to the sum of $16" and inserting 
"for plan years beginning after December 31, 1990, an amount equal to the sum of $19". 
 
(2) Conforming amendment. -- Section 4006(c)(1)(A) of such Act (29 U.S.C. 
1306(c)(1)(A)) is amended – 
 
(A) in clause (ii), by striking "and" at the end; 
 
(B) by adjusting the margination of clause (iii) so as to conform to the margination of 
clauses (i) and (ii); and 
 
(C) by adding at the end thereof the following new clause: 
 



"(iv) with respect to each plan year beginning after December 31, 1987, and before 
January 1, 1991, an amount equal to $16 for each individual who was a participant in 
such plan during the plan year, and". 
 
(b) Increase in Additional Premium. -- Section 4006(a)(3)(E) of such Act (29 U.S.C. 
1306(a)(3)(E)) is amended -- 
 
(1) by striking "$6.00" in clause (ii) and inserting "$9.00", and 
 
(2) by striking "$34" in clause (iv)(I) and inserting "$53". 
 
(c) Effective Date. -- The amendments made by this section shall apply to plan years 
beginning after December 31, 1990. 
 
Subtitle C -- Labor Civil Penalties and Fines 
 
SEC. 3201. CIVIL PENALTIES AND FINES UNDER OCCUPATIONAL SAFETY 
AND HEALTH ACT OF 1970. 
 
(a) In General. -- Section 17 of the Occupational Safety and Health Act of 1970 (29 
U.S.C. 666) is amended -- 
 
(1) in subsection (a), by striking out "$10,000 for each violation" and inserting in lieu 
thereof "$70,000 for each violation, but not less than $7,000 for each willful violation and 
not less than $1,000 for each repeated violation"; 
 
(2) in subsection (b), by striking out "$1,000 for each such violation" and inserting in lieu 
thereof "$7,000 for each such violation, but not less than $700 for each such violation"; 
 
(3) in subsection (c), by striking out "$1,000 for each such violation" and inserting in lieu 
thereof "$7,000 for each such violation, but not less than $700 for each such violation"; 
 
(4) in subsection (d), by striking out "$1,000" and inserting in lieu thereof "$7,000"; 
 
(5) in subsection (e) -- 
 
(A) by striking out "fine of not more than $10,000" and inserting in lieu thereof "fine in 
accordance with section 3571 of title 18, United States Code,"; 
 
(B) by striking out "six months" and inserting in lieu thereof "10 years"; 
 
(C) by striking out "fine of not more than $20,000" and inserting in lieu thereof "fine in 
accordance with section 3571 of title 18, United States Code,"; and 
 
[*H10140] (D) by striking out "one year" and inserting in lieu thereof "20 years"; 



(6) in subsection (f), by striking out "fine of not more than $1,000 or by imprisonment for 
not more than six months," and inserting in lieu thereof "fine in accordance with section 
3571 of title 18, United States Code, or by imprisonment for not more than 2 years,"; 
 
(7) in subsection (g), by striking out "fine of not more than $10,000, or by imprisonment 
for not more than six months," and inserting in lieu thereof "fine in accordance with 
section 3571 of title 18, United States Code, or by imprisonment for not more than 1 
year,"; 
 
(8) by redesignating subsections (h) through (l) as subsections (i) through (m), 
respectively; 
 
(9) by inserting in lieu thereof after subsection (g) the following new subsection: 
 
"(h) If any employer willfully violates any standard, rule, or order promulgated pursuant 
to section 6 or any regulation prescribed pursuant to this Act and if that violation caused 
serious bodily injury to any employee but did not cause death to any employee, such 
employer shall, upon conviction, be punished by a fine in accordance with section 3571 
of title 18, United States Code, or by imprisonment for not more than 5 years, or by both, 
except that if the conviction is for a violation committed after a first conviction of such 
person, punishment shall be by a fine in accordance with section 3571 of title 18, United 
States Code, or by imprisonment for not more than 10 years, or by both."; 
 
(10) in subsection (j) (as redesignated), by striking out "$1,000" and inserting in lieu 
thereof "$7,000"; and 
 
(11) by adding at the end the following new subsections: 
 
"(n) If a penalty or fine is imposed on a director, officer, or agent of an employer under 
subsection (e), (f), (g), or (h), such penalty or fine shall not be paid out of the assets of the 
employer on behalf of that director, officer, or agent. 
 
"(o) Nothing in this Act shall preclude State and local law enforcement agencies from 
conducting criminal prosecutions in accordance with the laws of such State or locality.". 
 
(b) Definition. -- Section 3 of such Act (29 U.S.C. 652) is amended by adding at the end 
the following new paragraph: 
 
"(15) The term 'serious bodily injury' means bodily injury that involves -- 
 
"(A) a substantial risk of death; 
 
"(B) protracted unconsciousness; 
 
"(C) protracted and obvious physical disfigurement; or 
 



"(D) protracted loss or impairment of the function of a bodily member, organ, or mental 
faculty.". 
 
SEC. 3202. CIVIL PENALTIES UNDER FEDERAL MINE SAFETY AND HEALTH 
ACT OF 1977. 
 
(a) Section 110(a). -- Section 110(a) of the Federal Mine Safety and Health Act of 1977 
(30 U.S.C. 820(a)) is amended by striking out "$10,000 for each such violation" and 
inserting in lieu thereof "$50,000 for each such violation but not less than $1,000 for each 
such violation". 
 
(b) Section 110(b). -- Section 110(b) of the Federal Mine Safety and Health Act of 1977 
(30 U.S.C. 820(b)) is amended -- 
 
(1) by striking out "1,000" and inserting in lieu thereof "$5,000", and 
 
(2) by inserting before the period the following: "but not less than $1,000 for each day 
during which such failure or violation continues". 
 
SEC. 3203. CIVIL PENALTIES UNDER CHILD LABOR PROVISIONS OF THE 
FAIR LABOR STANDARDS ACT OF 1938. 
 
Section 16(e) of the Fair Labor Standards Act of 1938 (29 U.S.C. 216(e)) is amended -- 
 
(1) by striking out "not to exceed $1,000 for each such violation" and inserting in lieu 
thereof "not to exceed $10,000 for each employee who was the subject of such a violation 
but not less than $1,000 for each employee who was the subject of such a violation", 
 
(2) by striking out "or any person who repeatedly or willfully violates section 6 or 7", 
 
(3) by inserting after the first sentence the following: "Any person who repeatedly or 
willfully violates section 6 or 7 shall be subject to a civil penalty of not to exceed $1,000 
for each such violation.", 
 
(4) by striking out "such penalty" each place it occurs except after "appropriateness of" 
and insert in lieu thereof "any penalty under this subsection", and 
 
(5) by striking out ", sums collected" and all that follows in such section and inserting in 
lieu thereof a period and "Civil penalties collected under this subsection shall be 
deposited in the general fund of the Treasury.". 
 
SEC. 3205. CIVIL PENALTIES FOR CERTAIN UNFAIR LABOR PRACTICES. 
 
(a) Penalties. -- Section 10(b) of the National Labor Relations Act (29 U.S.C. 160(b)) is 
amended by inserting "(1)" after "(b)" and by adding at the end the following: 
 



"(2)(A) If a complaint is issued under paragraph (1) stating that a person has engaged in 
an unfair labor practice within the meaning of section 8(a)(3) or 8(b)(2), such person 
shall be subject to a civil penalty of not more than $10,000 for each employee who is the 
subject of such unfair labor practice and not less than $1,000 for each employee who is 
the subject of such unfair labor practice. 
 
"(B) If a complaint is issued under paragraph (1) stating that a person has engaged in an 
unfair labor practice within the meaning of section 8(a)(5) or 8(b)(3), such person shall 
be subject to a civil penalty of not more than $10,000 for each such unfair labor practice 
and not less than $1,000 for each such unfair labor practice. 
 
"(C) The General Counsel shall assess civil penalties under subparagraphs (A) and (B). In 
determining the amount of a civil penalty, the General Counsel shall take into account the 
nature, circumstances, extent, and gravity of the unfair labor practice with respect to 
which the civil penalties are to be assessed and, with respect to the person who engaged 
in such unfair labor practice, ability to pay, effect on ability to continue to do business, 
any history of prior such unfair labor practices, the degree of culpability, and such other 
matters as justice may require. 
 
"(D) An assessment of civil penalties under subparagraph (C) shall be reviewable in the 
hearing held under paragraph (1) on the complaint referred to in subparagraph (A) or (B). 
 
"(E) Civil penalties collected under subparagraphs (A) and (B) shall be deposited in the 
general fund of the Treasury.". 
 
(b) Conforming Amendments. -- 
 
(1) Section 3(d) of the National Labor Relations Act (29 U.S.C. 153(d)) is amended by 
inserting after "section 10" the following: "and the assessment of civil penalties under 
section 10(b)(2)". 
 
(2) The third sentence of section 10(c) of the National Labor Relations Act (29 U.S.C. 
160(c)) is amended by inserting after "such unfair labor practice" the following: ", to pay 
any civil penalty assessed under subsection (b)(2)". 
 
Subtitle D -- Early Childhood Education and Development 
 
SEC. 3301. SHORT TITLE. 
 
This subtitle may be cited as the "Early Childhood Education and Development Act of 
1990". 
 
SEC. 3302. PURPOSES. 
 
The purposes of this subtitle are -- 
 



(1) to build on and to strengthen the role of the family by seeking to ensure that parents 
are not forced by lack of available programs or financial resources to place a child in an 
unsafe or unhealthy child care facility or arrangement; 
 
(2) to promote the availability and diversity of quality child care services and early 
childhood development programs to expand child care options available to all families 
who need such services; 
 
(3) to assist States and Indian tribes to work with businesses to find innovative ways to 
provide employee child care services through the workplace; 
 
(4) to provide assistance to families whose financial resources are not sufficient to enable 
such families to pay the full cost of necessary child care services and early childhood 
development; 
 
(5) to lessen the chances that children will be left to fend for themselves for significant 
parts of the day; 
 
(6) to improve the productivity of parents in the labor force by lessening the stresses 
related to the absence of adequate child care services; 
 
(7) to provide assistance to States and Indian tribes to improve the quality of, and 
coordination among, child care programs and early childhood development programs; 
 
(8) to increase the opportunities for attracting and retaining qualified staff in the field of 
child care and early childhood development to provide high quality child care services to 
children; and 
 
(9) to strengthen the competitiveness of the United States by providing young children 
with a sound early childhood development experience. 
 
SEC. 3303. AUTHORIZATION OF APPROPRIATIONS. 
 
(a) In General. -- There are authorized to be appropriated for the purposes specified in 
subsection (b) $1,300,000,000 for fiscal year 1991 and such sums as may be necessary 
for fiscal years 1992, 1993, 1994, and 1995. 
 
(b) Availability of Appropriations. -- Of the aggregate amount appropriated under 
subsection (a) for a fiscal year -- 
 
(1) 47 percent shall be available to provide developmentally appropriate child care 
services under the Head Start Act, as amended by part 1 of this subtitle; 
 
(2) 33 percent shall be available to carry out title VIII of the Elementary and Secondary 
Education Act of 1965, as added by part 2 of this subtitle; and 
 



(3) 20 percent shall be available to carry out the Child Care Quality Improvement Act, as 
added by part 3 of this subtitle. 
 
PART 1 -- EXPANDED HEAD START 
 
SEC. 3311. DEFINITIONS. 
 
Section 637 of the Head Start Act (42 U.S.C. 9832) is amended by adding at the end the 
following: 
 
"(4) The term 'full calendar year' means all days of the year other than Saturdays, 
Sundays, and legal public holidays. 
 
"(5) The term 'full-working-day' means at least 10 hours per day. 
 
"(6) The term 'lower living standard income level' means that income level (adjusted for 
regional, metropolitan, urban, and rural differences and family size) determined annually 
by the Secretary of Labor and based on the most recent lower living [*H10141] family 
budget issued by the Secretary of Labor. 
 
"(7) The term 'sliding fee scale' means the sliding fee scale established and revised under 
section 658.". 
 
SEC. 3312. FINANCIAL ASSISTANCE FOR HEAD START PROGRAMS. 
 
Section 638 of the Head Start Act (42 U.S.C. 9833) is amended -- 
 
(1) in subsection (a) -- 
 
(A) by striking "and (2)" and inserting "(2)"; and 
 
(B) by inserting the following before the period at the end: "; and (3) may provide 
developmentally appropriate child care services in accordance with this subchapter"; and 
 
(2) in subsection (b) by striking "subchapter E" and inserting "subchapter G". 
 
SEC. 3313. CONFORMING AMENDMENT. 
 
Section 639 of the Head Start Act (42 U.S.C. 9834) is amended by inserting "(other than 
the provisions relating to child care services referred to in section 638(a)(3))" after 
"subchapter". 
 
SEC. 3314. ALLOTMENT OF FUNDS. 
 
Section 640(a) of the Head Start Act (42 U.S.C. 9835(a)) is amended -- 
 



(1) in paragraph (1) by inserting "and the amount made available under section 
3303(b)(1) of the Early Childhood Education and Development Act of 1990" after 
"section 639"; 
 
(2) in paragraph (2) -- 
 
(A) in the matter preceding subparagraph (A) by inserting "under section 639" after 
"appropriated"; 
 
(B) in the second sentence by inserting "under section 639" after "appropriation"; 
 
(C) in the last sentence by striking "such funds appropriated under this subchapter" and 
inserting "such funds reserved under this paragraph"; 
 
(D) by inserting before the last sentence the following: "The Secretary shall reserve 8 
percent of the amount made available under section 3303(b)(1) of the Early Childhood 
Education and Development Act of 1990 for any fiscal year, for use in accordance with 
subparagraphs (A) and m(B)."; and 
 
(3) in paragraph (3) -- 
 
(A) by striking "The Secretary" and inserting "After reserving the amounts required by 
paragraph 
 
(2), the Secretary"; and 
 
(B) by striking "remaining 87 percent of the amounts appropriated" and inserting 
"remainder". 
 
SEC. 3315. FEDERAL SHARE. 
 
Section 640(b) of the Head Start Act (42 U.S.C. 9835(b)) is amended -- 
 
(1) in the first sentence by striking "Financial" and inserting "Except as provided in 
paragraph (2), financial"; 
 
(2) by inserting "(1)" after "(b)"; and 
 
(3) by adding at the end the following: 
 
"(2) Financial assistance extended under this subchapter to a Head Start agency, 
attributable to funds made available under section 3303(b)(1) of the Early Childhood 
Education and Development Act of 1990, shall be 100 percent of the approved costs of 
the developmentally appropriate child care services for which such assistance is 
provided.". 
 



SEC. 3316. PARTICIPATION IN HEAD START PROGRAMS. 
 
(a) Child Care Services and Expanded Head Start Eligibility. -- Section 645(a) of the 
Head Start Act (42 U.S.C. 9840(a)) is amended -- 
 
(1) in the second sentence of paragraph (1) by striking "paragraph (2)" and inserting 
"paragraphs (2) and (3)"; and 
 
(2) by adding at the end the following: 
 
"(3)(A) Funds allotted under section 640 that are attributable to funds made available 
under section 3303(b)(1) of the Early Childhood Education and Development Act of 
1990 shall be expended only in accordance with this paragraph. 
 
"(B) Funds allotted under section 640 that are attributable to funds made available under 
section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 may 
be expended to enable Head Start programs to provide developmentally appropriate child 
care services throughout the full calendar year to children who are eligible under 
paragraphs (1) and (2) to participate in, and are participating in, Head Start programs so 
that such children receive fullworking- day services if such child care services are 
provided to meet the needs of parents each of whom is working, or attending a job 
training or educational program. 
 
"(C) Subject to subparagraph (D) and subsection (b)(2), funds allotted under section 640 
that are attributable to funds made available under section 3303(b)(1) of the Early 
Childhood Education and Development Act of 1990 may be expended to enable Head 
Start programs to provide throughout the full calendar year both Head Start services 
(other than services specified in section 638(a)(3)) and developmentally appropriate child 
care services to children – 
 
"(i) who are ineligible under paragraphs (1) and (2) to participate in Head Start programs; 
and 
 
"(ii) whose family income is greater than the poverty line but less than 125 percent of the 
poverty line; so that such children receive full-working-day services if such services are 
provided to meet the needs of parents each of whom is working, or attending a job 
training or educational program. 
 
"(D)(i) For purposes of carrying out this paragraph, funds allotted under section 640 that 
are attributable to funds made available under section 3303(b)(1) of the Early Childhood 
Education and Development Act of 1990 may not be expended for a fiscal year for the 
purpose specified in subparagraph (C) unless developmentally appropriate child care 
services are provided under subparagraph (B) for such fiscal year to all children who are 
eligible to receive such services and whose parents request such services. 
 



"(ii) For any fiscal year, an amount not to exceed 20 percent of the funds allotted under 
section 640 that are attributable to funds made available under section 3303(b)(1) of the 
Early Childhood Education and Development Act of 1990 may be expended for the 
purpose specified in subparagraph (C).". 
 
(b) Fees. -- Section 645(b) of the Head Start Act (42 U.S.C. 9840(b)) is amended -- 
 
(1) by inserting "(1)" after "(b)"; and 
 
(2) by adding at the end the following: 
 
"(2) Parents of children who receive Head Start services (including developmentally 
appropriate child care services) under the authority of subsection (a)(3)(C) shall pay a 
portion of the cost of such services, based on a sliding fee scale. Payments received under 
this paragraph shall be retained by Head Start agencies and shall be expended by such 
agencies only to carry out this subchapter.". 
 
SEC. 3317. ESTABLISHMENT AND REVISION OF SLIDING FEE SCALE. 
 
The Head Start Act (42 U.S.C. 9831-9852) is amended by adding at the end the 
following: 
 
"establishment and revision of sliding fee scale 
 
"Sec. 658. The Secretary shall establish and periodically revise, by rule, a sliding fee 
scale that provides for cost sharing between the Federal Government (acting indirectly 
through Head Start agencies) and the families that receive services for which assistance is 
provided under the amendments to this Act made by Early Childhood Education and 
Development Act of 1990. Such fee scale shall be based on the services provided to, and 
the income of the families (adjusted for family size and extraordinary medical expenses 
paid by the family as a result of a disability of a family member) of, eligible children who 
receive such services, except that families whose income does not exceed the poverty line 
(as determined under section 652) may not be required to pay a fee for such services.". 
 
SEC. 3318. TECHNICAL AMENDMENT. 
 
Section 652(b) of the Head Start Act (42 U.S.C. 9847(b)) is amended by inserting "For 
All Urban Consumers" after "Consumer Price Index". 
 
PART 2 -- EARLY CHILDHOOD DEVELOPMENT AND SCHOOL-RELATED 
CHILD CARE 
 
SEC. 3321. GRANTS FOR STATE AND LOCAL PROGRAMS. 
 
The Elementary and Secondary Education Act of 1965 is amended -- 
 



(1) by redesignating title X as title IX; 
 
(2) by redesignating sections 8001 through 8005 as sections 9001 through 9005, 
respectively; and 
 
(3) by inserting before title IX (as redesignated by paragraph (1)) the following new title: 
 
"TITLE VIII -- EARLY CHILDHOOD DEVELOPMENT AND SCHOOL-RELATED 
CHILD CARE 
 
"SEC. 8001. PROGRAM AUTHORIZED. 
 
"(a) General Authority. -- The Secretary shall make grants to eligible States to assist in 
the expansion or establishment of before- and after-school child care or early childhood 
development programs that offer services that –  
 
"(1) are intended to provide an environment which enhances the educational, social, 
cultural, emotional, and recreational development of children; and 
 
"(2) in the case of before- and after-school child care -- 
 
"(A) are provided Monday through Friday, including school holidays and vacation 
periods other than legal public holidays, to children attending half-day early childhood 
development programs, kindergarten, or elementary or secondary school classes during 
such times of the day and on such days that regular instructional services are not in 
session; and 
 
"(B) are not intended to extend or replace the regular academic program. 
 
"(b) Availability of Appropriations. -- Amounts shall be available to carry out this title as 
provided in section 3303(b)(2) of the Early Childhood Education and Development Act 
of 1990. 
 
"SEC. 8002. AMOUNTS OF GRANTS. 
 
"(a) Grants for Territories. -- 
 
"(1) The Secretary shall reserve 1 percent of the amount made available for purposes of 
carrying out this title in each fiscal year for payments to -- 
 
"(A) Guam, American Samoa, the Virgin Islands, the Commonwealth of the Northern 
Mariana Islands, and the Trust Territory of the Pacific Islands according to their 
respective needs for grants under this title; and 
 
"(B) the Secretary of the Interior in the amount necessary -- 
 



"(i) to make payments to local educational agencies, upon such terms as the Secretary 
determines will best carry out the purposes of this title with respect to out-of-State 
[*H10142] Indian children in the elementary and secondary schools of such agencies 
under special contracts with the Department of the Interior, in amounts determined by the 
Secretary in accordance with the provisions of section 1005(d)(1); and 
 
"(ii) to meet the needs of Indian children on reservations serviced by elementary and 
secondary schools for Indian children operated with Federal assistance or operated by the 
Department of the Interior, pursuant to an agreement between the Secretary and the 
Secretary of the Interior made in accordance with the provisions of section 1005(d)(2). 
 
"(2) The grant which a local educational agency in Guam, American Samoa, the Virgin 
Islands, the Commonwealth of the Northern Mariana Islands, and the Trust Territory of 
the Pacific Islands is eligible to receive shall be determined pursuant to such criteria as 
the Secretary determines will best carry out the purposes of this title. 
 
"(b) Grants for Local Educational Agencies and the Commonwealth of Puerto Rico. -- 
 
"(1)(A) In each fiscal year, the Secretary shall determine which local educational 
agencies in a State are eligible to receive a grant under subparagraph (B) and the amount 
of the grant each such local educational agency is eligible to receive in accordance with 
the provisions of subsections (a) through (c) of section 1005, section 1403(b), and 
subparagraph (B). 
 
"(B) Except as provided in paragraph (2), and subject to the availability of appropriations, 
in any fiscal year a local educational agency shall receive a grant under this subsection 
only if the amount of the grant which such local educational agency is eligible to receive, 
as determined under subsections (a) through (c) of section 1005 and section 1403(b) -- 
 
"(i) is not less than $15,000; or 
 
"(ii) is not less than $5,000, in the case of a local educational agency which has under its 
jurisdiction children at least 30 percent of whom are eligible to be counted under section 
1005(c). 
 
"(2)(A) In each fiscal year, amounts remaining from amounts appropriated for the 
purpose of making grants under this title after carrying out subsection (a) and paragraph 
(1) shall be allocated to the States for the purpose of making grants to local educational 
agencies that did not receive a grant under paragraph (1) for such fiscal year. Each State 
shall receive under this paragraph an amount that bears the same relationship to such 
remaining amounts as the amount received by all local educational agencies in such State 
under chapter 1 of title I in the preceding fiscal year bears to the amount made available 
to carry out such chapter in such fiscal year, except that in any fiscal year no State may 
receive any amount under this paragraph that, when added to the amount received under 
paragraph (1) in such fiscal year by all local educational agencies in such State, would 
total more than an amount that bears the same relationship to the amount made available 



for purposes of carrying out this title for such fiscal year as the amount received by all 
local educational agencies in such State in the preceding fiscal year under chapter 1 of 
title I bears to the amount made available to carry out such chapter in such fiscal year. 
 
"(B) Subject to subparagraphs (C) and (D), in each fiscal year each State shall, from 
amounts made available to it under this paragraph, make grants to local educational 
agencies that did not receive a grant under paragraph (1) for such fiscal year, for the 
purposes specified in section 8001. 
 
"(C) Each State shall give priority for grants under subparagraph (B) to local educational 
agencies – 
 
"(i) that have under their jurisdiction the greatest concentrations of children whose 
families have very low income; 
 
"(ii) that will use amounts made available under the grant to supplement, not supplant, 
non- Federal funds being used before the grant is received for the purposes for which the 
grant is provided; and 
 
"(iii) that are located in areas in greatest need of child care and early childhood 
development services, taking into consideration the needs and resources assessment 
conducted under section 659F of Public Law 97-35. 
 
"(D) The State may not make a grant under this paragraph for an amount that is less than 
$5,000. 
 
"(3) For purposes of determining the amount that a local educational agency in a State 
would be eligible to receive under this title, the Secretary shall include children aged 4 in 
the count conducted under section 1005(c). 
 
"(4) For purposes of this subsection, the term 'State' does not include Guam, American 
Samoa, the Virgin Islands, the Commonwealth of the Northern Mariana Islands, and the 
Trust Territory of the PacificIslands. 
 
"(c) Limitation. -- Notwithstanding the provisions of this section, the amount paid to any 
State under this title for any fiscal year shall not exceed 150 percent of -- 
 
"(1) the amount received by such State under this title in the preceding fiscal year; or 
 
"(2) an amount that bears the same relationship to the amount made available to carry out 
this title as the amount received by all local educational agencies in such State under 
chapter 1 of title I in the preceding fiscal year bears to the amount made available to carry 
out such chapter in such fiscal year. 
 
"SEC. 8003. LOCAL PROGRAM REQUIREMENTS. 
 



"(a) Application. -- A local educational agency that desires to receive funds under this 
title shall submit an application to the State that includes a 2-year plan describing how the 
local educational agency will use such funds to carry out the purposes of this title. 
 
"(b) Use of Funds. -- Each local educational agency that receives funds under this title 
shall use such funds to expand, establish, or operate an early childhood development 
program or beforeand after-school child care program, or both, in accordance with the 
application and plan approved by the State. Each such program shall meet the following 
requirements: 
 
"(1)(A) An early childhood development program shall be provided at the costs described 
in subparagraph (C) for children described in subparagraph (B). 
 
"(B) Children described in this subparagraph are children from families -- 
 
"(i) within the area served by the local educational agency; and 
 
"(ii) in which the parent or parents work or are in education or training programs. 
 
"(C) The program described in subparagraph (A) -- 
 
"(i) shall be provided at no cost for 4-year-old children from families within the area 
served by the local educational agency with income of not more than 100 percent of the 
poverty level (to the extent such services are not available under the Head Start Act); and 
 
"(ii) may be provided, from not more than 25 percent of the funds provided under this 
title that will be used to provide such program -- 
 
"(I) on a sliding fee scale for 4-year-old children from families within the area served by 
the local educational agency with income of more than 100 percent of the poverty level 
but not more than 160 percent of the lower living standard income level; and 
 
"(II) on a full-fee basis for children from families within the area served by the local 
educational agency with income of more than 160 percent of the lower living standard 
income level. 
 
"(2) At the option of the local educational agency, an early childhood development 
program may be provided for 3-year-old children under the terms described in paragraph 
(1). 
 
"(3)(A) A before- and after-school child care program shall provide such care at the costs 
described in subparagraph (C) for children described in subparagraph (B). Such program 
shall consist of services that -- 
 
"(i) are provided during such times of the day when regular instructional services are not 
in session; and 



 
"(ii) are not intended as an extension of or replacement for the regular academic program, 
but are intended to provide an environment that enhances the social, educational, cultural, 
emotional, and recreational development of school-age children. 
 
"(B) Children described in this subparagraph are children from families within the area 
served by the local educational agency and in which -- 
 
"(i) the parent or parents work or are in education or training programs; and 
 
"(ii) the children are attending early childhood development programs, kindergarten, or 
elementary or secondary school classes. 
 
"(C) The care described in subparagraph (A) -- 
 
"(i) shall be provided at no cost for children from families within the area served by the 
local educational agency with income of not more than 100 percent of the poverty level; 
and 
 
"(ii) may be provided, from not more than 25 percent of the funds provided under this 
title that will be used to provide such care -- 
 
"(I) on a sliding fee scale for children from families within the area served by the local 
educational agency with income of more than 100 percent of the poverty level but not 
more than 160 percent of the lower living standard income level; and 
 
"(II) on a full-fee basis for children from families within the area served by the local 
educational agency with income of more than 160 percent of the lower living standard 
income level. 
 
"(4)(A) Services shall be available during the full working day for 4-year-olds (and for 3-
yearolds, where offered). Such services may only include an early childhood 
development program or before- and after-school care, or both. 
 
"(B) Before- and after-school care shall be available for the calendar year, Monday 
through Friday, excluding legal public holidays. 
 
"(5) The local educational agency shall provide for the inclusion in each program of 
eligible children enrolled in private early childhood development programs and in private 
kindergarten and elementary and secondary schools in accordance with the provisions of 
chapter 1 of title I relating to the participation of children enrolled in private schools. 
 
"(6) Each early childhood development program shall be in compliance with -- 
 
"(A) applicable State regulatory standards for health and safety; and 
 



"(B) applicable State standards for program quality. 
 
[*H10143] "(7) With respect to early childhood development programs, norm-referenced 
and criterion-referenced standardized tests shall not be administered. 
 
"(8) With respect to before- and after-school child care programs -- 
 
"(A) each such program provided shall be developmentally appropriate and meet the 
diverse recreational, social, emotional, cultural, and educational needs of school-aged 
children; and 
 
"(B) each such program shall be in compliance with -- 
 
"(i) applicable State regulatory standards for health and safety; and 
 
"(ii) applicable State standards for program quality. 
 
"(9) A smooth transition of children shall be encouraged -- 
 
"(A) from early childhood development programs to kindergarten; and 
 
"(B) from kindergarten to grade 1. 
 
"(10) Services shall include -- 
 
"(A) adequate and nutritious meals and snacks; 
 
"(B) if practicable, social services; and 
 
"(C) in the case of early childhood development programs -- 
 
"(i) coordination of such health and nutrition services as are available from other agencies 
for children in such programs; and 
 
"(ii) referrals to health and social services for which an enrolled child and the family of 
such child are eligible under Federal, State, or local law. 
 
"(11) Information, programs, and activities for parents shall be provided, to the extent 
practicable, in a language and form the parents understand. 
 
"(c) Fees. -- Payments received by local educational agencies from parents of children 
who receive early childhood development services under the authority of subsection 
(b)(1)(C)(ii) or before- and after-school child care services under the authority of 
subsection (b)(3)(C)(ii) shall be retained by such agencies and shall be expended by such 
agencies only to carry out this title. 
 



"(d) Coordination with Existing Providers. -- Each local educational agency that receives 
funds under this title shall coordinate the program carried out with such funds with other 
public entities and private nonprofit community-based organizations that provide before- 
and after-school child care and early childhood development programs in the area served 
by the local educational agency, including entities and organizations that provide 
programs with assistance received under section 619 of the Education of the Handicapped 
Act. 
 
"(e) Contracting Authority. – 
 
"(1) A local educational agency may provide a before- and after-school child care 
program or early childhood development program in accordance with the provisions of 
this title through grants to or contracts with other public entities and eligible private 
nonprofit community-based organizations that provide before- and after-school child care 
programs or early childhood development programs, as appropriate. In making a grant or 
entering into a contract under the authority of the preceding sentence, a local educational 
agency shall give priority to a program offered in a public school building, if the cost of 
such program is comparable to the costs of programs offered in other facilities. 
 
"(2) To be eligible for a grant or contract under this subsection, a private nonprofit 
community based organization shall provide assurances that -- 
 
"(A) the organization is able to and willing to enroll in the program, or has a history of 
enrolling, racially, ethnically, linguistically, and economically diverse children and 
children with disabilities; 
 
"(B) the organization will ensure that the program is in compliance with section 654 of 
the Head Start Act; and 
 
"(C) the organization will comply with other reasonable requirements established by the 
local educational agency consistent with the purposes of this title. 
 
"(3) Title IX of the Education Amendments of 1972 shall apply to any program or 
activity provided with assistance under this title to the same extent and in the same 
manner as any program or activity included within the meaning of such term under such 
title IX. References in this title to section 654 of the Head Start Act shall be construed so 
as to be consistent with such title IX. 
 
"SEC. 8004. STATE PROGRAM REQUIREMENTS. 
 
"(a) State Educational Agency Assurances. -- In order for a State to participate under this 
title, the State shall submit to the Secretary, through its State educational agency, 
assurances that the State educational agency -- 
 
 "(1) will meet the requirements in paragraphs (2) and (5) of section 435 of the General 
Education Provisions Act, relating to fiscal control and fund accounting procedures; 



"(2) will establish, before the expiration of the 3-year period beginning on the date of the 
enactment of the Early Childhood Education and Development Act of 1990 -- 
 
"(A) standards for early childhood development programs for which funds are received 
under this title, which shall include standards relating to -- 
 
"(i) group size limits in terms of the number of staff members and the number and ages of 
children; 
 
"(ii) the maximum appropriate child-staff ratios; 
 
"(iii) qualifications and background of staff members; 
 
"(iv) health, nutrition, and safety requirements for children and staff members; and 
 
"(v) parental involvement; and 
 
"(B) standards for before- and after-school child care programs for which funds are 
received under this title, which shall include standards relating to -- 
 
"(i) inservice training for staff members; 
 
"(ii) health, nutrition, and safety requirements for children and staff members; and 
 
"(iii) parental involvement; 
 
"(3) will ensure that its local educational agencies and State agencies receiving funds 
under this title comply with any applicable statutory and regulatory provisions pertaining 
to this title; and 
 
"(4) will require any local educational agency that desires to receive assistance under this 
title to submit an application for such assistance that includes a 2-year plan describing 
how the local educational agency will carry out the objectives of this title. 
 
"(b) Limitation on State Program Costs. -- The State educational agency may, from the 
amounts paid to it pursuant to section 8006, use not more than 3 percent of such amounts 
for costs of administration related to carrying out this title. 
 
"SEC. 8005. ESTABLISHMENT AND REVISION OF SLIDING FEE SCALE. 
 
"The State shall establish and periodically revise, by rule, a sliding fee scale that provides 
for cost sharing between the Federal Government (acting indirectly through the State and 
local educational agencies) and the families that receive child care or early childhood 
development services for which assistance is provided under this title. Such fee scale 
shall be based on the services provided to, and the income of the families (adjusted for 
family size and extraordinary medical expenses paid by the family as a result of a 



disability of a family member) of, eligible children who receive such services, except that 
it shall apply only to services received by children from families with income of more 
than 100 percent of the poverty level but not more than 160 percent of the lower living 
standard income level. 
 
"SEC. 8006. PAYMENTS TO STATES. 
 
"The Secretary shall pay to each State on a timely basis, in advance or otherwise, the 
amount which it and the local educational agencies of such State are eligible to receive 
under this title. 
 
"SEC. 8007. PAYMENTS TO LOCAL EDUCATIONAL AGENCIES. 
 
"Each State educational agency shall distribute not less than 97 percent of the amounts 
paid to it pursuant to section 8006 to the local educational agencies of the State which are 
eligible to receive grants under this title and which have applications and plans approved 
by the State. 
 
"SEC. 8008. DEFINITIONS. 
 
"For purposes of this title: 
 
"(1) The term 'community-based organization' means an organization that -- 
 
"(A) is representative of the community or significant segments of the community; and 
 
"(B) provides child care, preschool programs, or early childhood development programs. 
 
"(2) The term 'early childhood development program' means a program to provide 
educational services that are appropriate for the child's age and all areas of the individual 
child's development, including physical, emotional, social, cultural, cognitive, and 
communication, and including services appropriate to meet the needs of children with 
disabilities. 
 
"(3) The term 'full working day' means at least 10 hours per day. 
 
"(4) The term 'lower living standard income level' means that income level (adjusted for 
regional, metropolitan, urban, and rural differences and family size) determined annually 
by the Secretary of Labor and based on the most recent lower living family budget issued 
by the Secretary of Labor. 
 
"(5) The term 'poverty level' means the criteria of poverty used by the Bureau of the 
Census in compiling the most recent decennial census for a family of 4 in such form as 
those criteria have been updated by increases in the Consumer Price Index For All Urban 
Consumers. 
 



 
"(6) The term 'sliding fee scale' means the sliding fee scale established and revised under 
section 8005.". 
 
SEC. 3322. TECHNICAL AMENDMENT. 
 
The first sentence of section 1005(c)(2)(B) of the Elementary and Secondary Education 
Act of 1965 (20 U.S.C. 2711(c)(2)(B)) is amended by inserting after "Consumer Price 
Index" the following: "For All Urban Consumers". 
 
PART 3 -- CHILD CARE QUALITY IMPROVEMENT 
 
SEC. 3331. QUALITY IMPROVEMENT. 
 
Chapter 8 of subtitle A of title VI of Public Law 97-35 (42 U.S.C. 9871-9877) is 
amended -- 
 
(1) by redesignating subchapters C, D, and E, as subchapters D, E, and F, respectively; 
and 
 
(2) by inserting after subchapter B the following: 
 
"SUBCHAPTER C -- CHILD CARE QUALITY IMPROVEMENT 
 
"SEC. 658A. SHORT TITLE. 
 
"This subchapter may be cited as the 'Child Care Quality Improvement Act'. 
 
[*H10144] "SEC. 658B. AUTHORITY TO PROVIDE FINANCIAL ASSISTANCE. 
 
"The Secretary may provide financial assistance to eligible States, and to Indian tribes 
and tribal organizations, to carry out this subchapter. 
 
"SEC. 658C. AMOUNTS RESERVED; ALLOTMENTS. 
 
"(a) Amounts Reserved. -- 
 
"(1) Territories and possessions. -- The Secretary shall reserve not to exceed one half of 1 
percent of the amount made available under section 3303(b)(3) of the Early Childhood 
Education and Development Act of 1990 in each fiscal year for payments to Guam, 
American Samoa, the Virgin Islands of the United States, the Commonwealth of the 
Northern Mariana Islands, the Republic of the Marshall Islands, the Federated States of 
Micronesia, and Palau, to be allotted in accordance with their respective needs. 
 
"(2) Indians. -- The Secretary shall reserve an amount, not less than 1.5 percent and not 
more than 3 percent of the amount made available under section 3303(b)(3) of the Early 



Childhood Education and Development of 1990 in each fiscal year, to carry out 
subsection (c) regarding Indian children. 
 
"(b) State Allotment. -- 
 
"(1) General rule. -- From the remainder of the amount made available under section 
3303(b)(3) of the Early Childhood Education and Development Act of 1990 for each 
fiscal year, the Secretary shall allot to each State (excluding jurisdictions referred to in 
subsection (a)(1)) an amount equal to the sum of the following: 
 
"(A) Fifty percent of the amount that bears the same ratio to such remainder as the 
product of the young child factor of the State and the allotment factor bears to the sum of 
the corresponding products for all States. 
 
"(B) Fifty percent of the amount that bears the same ratio to such remainder as the 
product of the school lunch factor of the State and the allotment factor bears to the sum of 
the corresponding products for all the States. 
 
"(2) Limitations. -- If a sum determined under paragraph (1) -- 
 
"(A) exceeds 1.2, then the allotment factor of that State shall be considered to be 1.2; and 
 
"(B) is less than 0.8, then the allotment percentage of the State shall be considered to be 
0.8. 
 
"(3) Determination of allotment factor. -- 
 
"(A) In general. -- The allotment factor for a State means -- 
 
"(i) the per capita income of all individuals in the United States; divided by 
 
"(ii) the per capita income of all individuals in the State. 
 
"(B) Per capita income. -- For purposes of subparagraph (A), per capita income shall be -- 
 
"(i) determined at 4-year intervals; 
 
"(ii) applied for the 4-year period beginning on October 1 of the first fiscal year 
beginning on the date such determination is made; and 
 
"(iii) equal to the average of the annual per capita incomes for the most recent period of 3 
consecutive years for which satisfactory data are available from the Department of 
Commerce at the time such determination is made. 
 
"(c) Payments for the Benefit of Indian Children. -- 



"(1) Indian tribes and tribal organizations. -- From the funds reserved under subsection 
(a)(2), the Secretary may, upon the application of an Indian tribe or tribal organization, 
enter into a contract with or make a grant to such Indian tribe or tribal organization for a 
period of 2 years, subject to satisfactory performance, to plan and carry out programs and 
activities that are consistent with this subchapter. Such contract or grant shall be subject 
to the terms and conditions of section 102 of the Indian Self-Determination Act (25 
U.S.C. 450f) and shall be conducted in accordance with sections 4, 5, and 6 of the Act of 
April 16, 1934 (48 Stat. 596; 25 U.S.C. 655-657), that are relevant to such programs and 
activities. 
 
"(2) Indian reservations. -- In the case of an Indian tribe in a State other than the States of 
Oklahoma, Alaska, and California, such programs and activities shall be carried out on 
the Indian reservation for the benefit of Indian children. 
 
"(d) Reallotments. -- 
 
"(1) In general. -- Any portion of the allotment under subsection (b) to a State that the 
Secretary determines is not required to carry out a State plan approved under section 
658E, in the period for which the allotment is made available, shall be reallotted by the 
Secretary to other States in proportion to the original allotments to the other States. 
 
"(2) Limitations. -- (A) The amount of any reallotment to which a State is entitled to 
under paragraph (1) shall be reduced to the extent that it exceeds the amount that the 
Secretary estimates will be used in the State to carry out a State plan approved under 
section 658E. 
 
"(B) The amount of such reduction shall be similarly reallotted among States for which 
no reduction in an allotment or reallotment is required by this subsection. 
 
"(3) Amounts reallotted. -- For purposes of any other section of this subchapter, any 
amount reallotted to a State under this subsection shall be deemed to be part of the 
allotment made under subsection (b) to the State. 
 
"(e) Definition. -- For the purposes of this section, the term 'State' means any of the 
several States, the District of Columbia, or the Commonwealth of Puerto Rico. 
 
"SEC. 658D. LEAD AGENCY. 
 
"The chief executive officer of a State that desires to receive funds under this subchapter 
shall designate, in an application submitted to the Secretary under section 658E(a), a 
State agency to act as the lead agency to perform administrative functions to carry out 
this subchapter. The State agency so designated shall be the State agency that has primary 
responsibility for child care in the State. 
 
"SEC. 658E. APPLICATION AND PLAN. 
 



"(a) Application. -- To be eligible to receive funds under this subchapter, a State shall 
submit an application to the Secretary at such time, in such manner, and containing such 
information as the Secretary may require by rule. 
 
"(b) Plan. -- (1) The application of a State submitted under subsection (a) shall include an 
assurance that the State will comply with the requirements of this subchapter and a State 
plan that is designed to be implemented during a 5-year period and that meets the 
requirements of subsection(c). 
 
"(2) A State that receives funds for this subchapter after the expiration of the three-year 
period beginning on the date of enactment of this subchapter shall have in effect 
minimum child care standards that apply to child care services provided in the State by 
child care providers that receive public financial assistance and that are required to be 
licensed and regulated by the State. The standards shall consist of the following: 
 
"(A) Center-based child care services. -- Such standards submitted with respect to child 
care services provided by center-based child care providers shall be limited to -- 
 
"(i) group size limits in terms of the number of caregivers and the number and ages of 
children; 
 
"(ii) the maximum appropriate child-staff rations; 
 
"(iii) qualifications and background of child care personnel; 
 
"(iv) health, nutrition, and safety requirements for children and caregivers; and 
 
"(v) parental involvement in licensed and regulated child care services. 
 
"(B) Family child care services. -- Such standards submitted with respect to child care 
services provided by family child care providers shall be limited to -- 
 
"(i) the maximum number of children for which child care services may be provided and 
the total number of infants for which child care services may be provided; 
 
"(ii) the minimum age for caregivers; and 
 
"(iii) health, nutrition, and safety requirements for children and caregivers. 
 
"(C) Group home child care services. -- Such standards submitted with respect to child 
care services provided by group home child care providers shall be limited to the matters 
specified in subparagraphs (A) and (B). 
 
"(c) Requirements of the Plan. -- 
 



"(1) Lead agency. -- (A) The plan shall identify the lead agency designated in accordance 
with section 658D and contain assurances that -- 
 
"(i) funds received under this subchapter by the State will be administered by the lead 
agency; and 
 
"(ii) the lead agency will comply with the requirements of subparagraph (B). 
 
"(B)(i) The lead agency shall review the law applicable to, and the licensing requirements 
and the policies of, each licensing agency that regulates child care services and programs 
in the State unless the State has reviewed such law, requirements, and policies in the 3-
year period ending on the date of the enactment of the Early Childhood Education and 
Development Act of 1990. 
 
"(ii) Not later than 18 months after the date of the enactment of the Early Childhood 
Education and Development Act of 1990, the lead agency shall prepare and submit a 
report to the chief executive officer of the State. Such report shall contain -- 
 
"(I) a statement of the findings and recommendations that result from the review carried 
out under clause (i), including a description of the current status, and recommendations 
for improvement, of child care licensing, regulating, monitoring, and enforcement in the 
State; and 
 
"(II) recommendations regarding standards that should apply to local educational 
agencies that receive funds under title VIII of the Elementary and Secondary Education 
Act of 1965 to provide child care services. 
 
"(2) Activities to improve the quality of child care. -- The plan shall provide that the State 
shall use funds received under this subchapter to do 1 or more of the following: 
 
"(A) Provide financial assistance to establish or expand local resource and referral 
programs under section 658F. 
 
"(B) Improve the quality of child care services and early childhood development 
programs in the State by providing training in accordance with the requirements of 
section 658G. 
 
"(C) Improve the quality of child care services by improving the monitoring of 
compliance with, and enforcement of, the licensing and regulatory requirements 
(including registration requirements) of the State. 
 
"(D) Improve salaries and other compensation paid to full- and part-time staff who 
provide child care services – 
 
[*H10145] "(i) for which assistance is provided under the Head Start Act or title VIII of 
the Elementary and Secondary Education Act of 1965; and 



 
"(ii) to the extent practicable, in other major Federal and State child care programs, 
except programs conducted pursuant to part A of title IV of the Social Security Act; 
to the extent that such salaries and other compensation are inadequate. 
 
"(3) Other allowable activities. -- The plan shall provide that the State may use not more 
than 5 percent of the funds received under this subchapter to do 1 or more of the 
following: 
 
"(i) Make low-interest loans to eligible child care providers that are nonprofit child care 
providers and family child care providers to make renovations and improvements in 
existing facilities to be used to carry out child care programs. 
 
"(ii) Make grants or low-interest loans to child care providers to assist such providers to 
meet Federal, State, and local child care standards, giving priority to such providers that 
serve children of families that have very low income. 
 
"(iii) Make grants to local public libraries (and elementary and secondary school libraries, 
as appropriate) to improve the quality of early childhood learning resources and to 
expand the availability of such resources to eligible child care providers (particularly 
family child care providers) that provide child care services to preschool children, and to 
the preschool children and their families served by such providers. 
 
"(iv) If funds are not appropriated to carry out title V of the Early Childhood Education 
and Development Act of 1990 in a fiscal year, make grants in such fiscal year to 
businesses for the purpose, and under the terms and conditions, specified in such title. 
Amounts (including interest) received by the State for the repayment of loans made under 
this paragraph shall be used by the State to carry out this subchapter. 
 
"(4) Enforcement of licensing and other regulatory requirements (including registration 
requirements). -- The plan shall provide that the State, not later than 3 years after the date 
of enactment of the Early Childhood Education and Development Act of 1990, shall have 
in effect enforcement policies and practices that will be applicable to all licensed or 
regulated child care providers (including child care providers required to register) in the 
State, including policies and practices that -- 
 
"(A) require personnel who perform inspection functions with respect to licensed or 
regulated child care services to receive training in child development, health and safety, 
child abuse prevention and detection, the needs of children with a disability, program 
management, and relevant law enforcement; 
 
"(B) impose personnel requirements to ensure that individuals who are hired as licensing 
inspectors are qualified to inspect and, to the maximum extent feasible, have inspection 
responsibility exclusively for children's services; 
 
"(C) require -- 



"(i) personnel who perform inspection functions with respect to licensed or regulated 
child care services to make not less than 1 unannounced inspection of each center-based 
child care provider in the State annually; 
 
"(ii) personnel who perform inspection functions with respect to licensed or regulated 
child care services to make unannounced inspections periodically, and during normal 
hours of operation, of licensed and regulated family child care providers in the State; and 
 
"(D) require the ratio of licensing personnel to child care providers in the State to be 
maintained at a level sufficient to enable the State to conduct inspections of child care 
facilities and providers on a timely basis and otherwise to comply with the enforcement 
requirements of this section; 
 
"(E) require licensed or regulated child care providers (including registered child care 
providers) in the State -- 
 
"(i) to have written policies and program goals and to make a copy of such policies and 
goals available to parents; and 
 
"(ii) to provide parents with unlimited access to their children whenever children of such 
parents are in the care of such providers; 
 
"(F) implement a procedure to address complaints of parents and child care providers; 
 
"(G) prohibit the operator of a child care facility to take any action against an employee 
of such operator that would adversely affect the employment, or terms or conditions of 
employment, of such employee because such employee communicates a failure of such 
operator to comply with any applicable licensing or regulatory requirement; 
 
"(H) make consumer education information available to inform parents and the general 
public about licensing requirements, complaint procedures, and policies and practices 
required by this paragraph; 
 
"(I) require a child care provider to post, on the premises where child care services are 
provided, the telephone number of the appropriate licensing or regulatory agency that 
parents may call regarding a failure of such provider to comply with any applicable 
licensing or regulatory requirement; and 
 
"(J) require the State to maintain a record of parental complaints and to make information 
regarding substantiated parental complaints available to the public on request. 
 
"(5) Limitation on administrative expenses. -- The plan shall provide that not more than 2 
percent of the funds received under this subchapter will be used to pay administrative 
costs incurred by the lead agency to carry out this subchapter. 
 



"(6) Report. -- The plan shall provide that not later than December 31, 1992, and at 2-
year intervals thereafter, the State will submit to the Secretary a report -- 
 
"(A) specifying -- 
 
"(i) the uses for which the State expended under paragraph (2) funds received by the 
State; and 
 
"(ii) with respect to each use specified under clause (i), the amount of such funds 
expended; 
 
"(B) stating the reasons supporting the selection of each such use and the amount of such 
funds expended for each such use; 
 
"(C) identifying the extent to which other resources of the State were expended for each 
of the activities described in subparagraphs (A) through (D) of such paragraph; and 
 
"(D) containing data designed to show -- 
 
"(i) how the child care needs of families in the State are being fulfilled, including 
information on -- 
 
"(I) the number of children being assisted with funds provided under this subchapter, and 
under other State and Federal child care programs, except programs conducted pursuant 
to part A of title IV of the Social Security Act; 
 
"(II) the type and number of child care programs, child care providers, caregivers, and 
support personnel located in the State; and 
 
"(III) salaries and other compensation paid to full- and part-time staff who provide child 
care services; and 
 
"(ii) the extent to which the availability of child care services has increased; 
during the 2-year period for which such report is required to be submitted. 
 
"SEC. 658F. RESOURCE AND REFERRAL PROGRAMS. 
 
"(a) Recognition. -- Each State that desires to provide assistance under subsection (b) 
shall recognize a community-based organization, a public organization, a unit of general 
purpose local government, or a public agency that represents a combination of units of 
general purpose local government as the resource and referral agency for a particular 
geographical area in the State. 
 
"(b) Funding. -- Each State that receives funds under this subchapter for a fiscal year may 
provide assistance, in such fiscal year, to the organizations recognized under subsection 
(a) to enable such organizations to carry out resource and referral programs -- 



"(1) to identify existing child care services; 
 
"(2) to provide to interested parents information and referral regarding such services; 
 
"(3) to provide or arrange for the provision of information and training to existing and 
potential child care providers and to others (including businesses) concerned with the 
availability of child care services; and 
 
"(4) to provide information on the demand for and supply of child care services located in 
a community. 
 
"(c) Requirements. -- To be eligible for recognition as a resource and referral agency for 
a designated geographical area in a State, an organization shall -- 
 
"(1) have or acquire a database of information on child care services in the geographical 
area that the organization continually updates, including child care services provided in 
centers, nursery schools, and family child care settings; 
 
"(2) have the capability to provide resource and referral services in the designated 
geographical area; 
 
"(3) be able to respond in a timely fashion to requests for information or assistance; 
 
"(4) be a public agency, or a community-based organization, located in the geographical 
area to be served; and 
 
"(5) be able to provide parents with a checklist to identify quality child care services. 
 
"(d) Duty. -- An organization recognized under subsection (a) as a resource and referral 
agency shall gather, update, and provide information concerning child care services 
available from eligible child care providers in the geographical area served by such 
organization. 
 
"(e) Limitation on Information. -- An organization recognized under subsection (a) as a 
resource and referral agency shall not provide information concerning any child care 
program or services which are not licensed or regulated, and not exempted from licensing 
and regulation, by the State. 
 
"SEC. 658G. TRAINING AND RELATED ACTIVITIES. 
 
"(a) Grants and Contracts for Training. -- A State may make grants to and enter into 
contracts with public agencies, nonprofit organizations, and institutions of higher 
education to develop and carry out child care training programs under which preservice 
and continuing inservice training is provided to -- 
 



"(1) staff who provide child care services for which assistance is provided under the Head 
Start Act or title VIII of the Elementary and Secondary Education Act of 1965; and 
 
"(2) staff of eligible child care providers and staff of resource and referral programs 
[*H10146] involved in providing child care services in the State. 
 
"(b) Training and Other Activities Relating to Family Child Care Enhancement. -- 
 
"(1) Authority to make grants and contracts. -- A State may make grants to and enter into 
contracts with public agencies and nonprofit organizations (including resource and 
referral organizations, child care food program sponsors, and family child care 
associations) to enable such organizations to develop and carry out child care training 
programs under which preservice and inservice training is provided to eligible child care 
providers that are family child care providers. 
 
"(2) Eligibility requirements for grants and contracts. -- To be eligible to receive a grant 
or enter into a contract under paragraph (1), a nonprofit organization shall -- 
 
"(A) recruit and train individuals to become family child care providers, including 
providers with the capacity to provide night-time child care services and emergency child 
care services at irregular hours (as well as emergency care for sick children); 
 
"(B) provide ongoing training to individuals who are family child care providers, 
including specialized training in working with infants; 
 
"(C) operate resource centers to make developmentally appropriate curriculum materials 
available to family child care providers; 
 
"(D) provide grants to family child care providers for the purchase of moderate cost 
equipment to be used to provide child care services; and 
 
"(E) provide such other services to family child care providers in the communities of 
such organization as the lead agency determines to be appropriate. 
 
"SEC. 658H. LIMITATIONS ON USE OF FINANCIAL ASSISTANCE. 
 
"(a) Substitution of Funds. -- Funds received under -- 
 
"(1) the amendments to the Head Start Act made by the Early Childhood Education and 
Development Act of 1990; 
 
"(2) title VIII of the Elementary and Secondary Education Act of 1965; or 
 
"(3) this subchapter; by the State may be used only to supplement, not to supplant, the 
amount of Federal, State, and local funds expended for the support of the activities for 
which such funds are received. 



 
"(b) Existing Facilities. -- No financial assistance provided under the provisions of law 
specified in subsection (a) may be expended to renovate or repair any facility unless -- 
 
"(1) the child care provider that receives such financial assistance agrees -- 
 
"(A) in the case of a grant, to repay to the Secretary or the State, as the case may be, the 
amount that bears the same ratio to the amount of such grant as the value of the 
renovation or repair, as of the date such provider ceases to provide child care services in 
such facility in accordance with this subchapter, bears to the original value of the 
renovation or repair; and 
 
"(B) in the case of a loan, to repay immediately to the Secretary or the State, as the case 
may be, the principal amount of such loan outstanding and any interest accrued, as of the 
date such provider ceases to provide child care services in such facility in accordance 
with this subchapter; if such provider does not provide child care services in such facility 
in accordance with this subchapter throughout the useful life of the renovation or repair; 
and 
 
"(2) if such provider is a sectarian agency or organization, the renovation or repair is 
necessary to bring such facility into compliance with health and safety requirements 
imposed as a result of such provisions of law. 
 
"SEC. 658I. FEDERAL ENFORCEMENT. 
 
"(a) Review of Compliance With State Plan. -- The Secretary shall review and monitor 
State compliance with this subchapter and the plan approved under section 658E for the 
State. 
 
"(b) Noncompliance. -- 
 
"(1) In general. -- If the Secretary, after reasonable notice and opportunity for a hearing to 
a State, finds that -- 
 
"(A) there has been a failure by the State to comply substantially with any provision or 
any requirements set forth in the plan approved under section 658E for the State; or 
 
"(B) in the operation of any program or project for which assistance is provided under 
this subchapter there is a failure by the State to comply substantially with any provision 
of this subchapter; the Secretary shall notify the State of the finding and that no further 
payments may be made to such State under this subchapter (or, in the case of 
noncompliance in the operation of a program or activity, that no further payments to the 
State will be made with respect to such program or activity) until the Secretary is 
satisfied that there is no longer any such failure to comply or that the noncompliance will 
be promptly corrected. 
 



"(2) Additional sanctions. -- In the case of a finding of noncompliance made pursuant to 
paragraph (1), the Secretary may, in addition to imposing the sanctions described in such 
paragraph, impose other appropriate sanctions, including recoupment of money 
improperly expended for purposes prohibited or not authorized by this subchapter, and 
disqualification from the receipt of financial assistance under this sub- chapter. 
 
"(3) Notice. -- The notice required under paragraph (1) shall include a specific 
identification of any additional sanction being imposed under paragraph (2). 
 
"(c) Issuance of Rules. -- The Secretary shall establish by rule procedures for -- 
 
"(1) receiving, processing, and determining the validity of complaints concerning any 
failure of a State to comply with the State plan or any requirement of this subchapter; and 
 
"(2) imposing sanctions under this section. 
 
"SEC. 658J. NATIONAL ADVISORY COMMITTEE ON RECOMMENDED CHILD 
CARE STANDARDS. 
 
"(a) Establishment. -- 
 
"(1) In general. -- In order to improve the quality of child care services, the Secretary 
shall establish, not later than 60 days after the date of the enactment of the Early 
Childhood Education and Development Act of 1990, the National Advisory Committee 
On Recommended Child Care Standards the members of which shall be appointed from 
among representatives of -- 
 
"(A) persons who carry out various types of child care programs; 
 
"(B) persons who carry out resource and referral programs; 
 
"(C) child care and early childhood development specialists; 
 
"(D) early childhood education specialists and specialists in the education of children 
with a disability and children whose English language proficiency is limited as a result of 
their non- English language background; 
 
"(E) individuals who have expertise in pediatric health care, nutrition, disabilities, and 
related fields; 
 
"(F) organizations representing child care employees; 
 
"(G) individuals who have experience in the regulation of child care services; 
 
"(H) parents who have been actively involved in child care programs; and 
 



"(I) States. 
 
"(2) Appointment of members. -- The Committee shall be composed of 21 members of 
which -- 
 
"(A) 7 members shall be appointed by the President; 
 
"(B) 4 members shall be appointed by the majority leader of the Senate; 
 
"(C) 3 members shall be appointed by the minority leader of the Senate; 
 
"(D) 4 members shall be appointed by the Speaker of the House of Representatives; and 
 
"(E) 3 members shall be appointed by the minority leader of the House of 
Representatives. Not less than one-third of the members of the Committee shall be 
appointed from among individuals described in paragraph (1)(H). 
 
"(3) Chairman. -- The Committee shall appoint a chairman from among the members of 
the Committee. 
 
"(4) Vacancies. -- A vacancy occurring on the Committee shall be filled in the same 
manner as that in which the original appointment was made. 
 
"(b) Personnel, Reimbursement, and Oversight. -- 
 
"(1) Personnel. -- The Secretary shall make available to the Committee office facilities, 
personnel who are familiar with child development and with developing and 
implementing regulatory requirements, technical assistance, and funds as are necessary to 
enable the Committee to carry out effectively its duties. 
 
"(2) Reimbursement. -- Members of the Committee who are not regular full-time 
employees of the United States Government, while away from their homes or regular 
places of business on the business of the Committee, may be allowed travel expenses, 
including per diem in lieu of subsistence, as authorized by section 5703 of title 5, United 
States Code, for persons employed intermittently in the Government service. 
 
"(3) Oversight. -- The Secretary shall ensure that the Committee is established and 
operated in accordance with the Federal Advisory Committee Act (5 U.S.C. App.). 
 
"(c) Duties. -- The Committee shall -- 
 
"(1) review Federal policies with respect to child care services and such other data as the 
Committee may deem appropriate; 
 
"(2) not later than 180 days after the date on which a majority of the members of the 
Committee are first appointed, submit to the Secretary proposed recommended standards 



described in subsection (d) for child care services, taking into account the different needs 
of infants, toddlers, and preschool and school-age children; and 
 
"(3) develop and make available to lead agencies, for distribution to resource and referral 
agencies in the State, recommended requirements for resource and referral agencies. 
 
"(d) Recommended Child Care Standards. -- The proposed recommended child care 
standards submitted pursuant to subsection (c)(2) shall consist of only the following: 
 
"(1) Center-based child care services. -- Such standards submitted with respect to child 
care services provided by center-based child care providers shall be limited to -- 
 
"(A) group size limits in terms of the number of caregivers and the number and ages of 
children; 
 
"(B) the maximum appropriate child-staff ratios; 
 
"(C) qualifications and background of child care personnel; 
 
[*H10147] "(D) health, nutrition, and safety requirements for children and caregivers; 
 
"(E) inservice training in areas appropriate to providing such child care services, 
including the minimum number of hours of such training; and 
 
"(F) parental involvement in licensed and regulated child care services. 
 
"(2) Family child care services. -- Such standards submitted with respect to child care 
services provided by family child care providers shall be limited to -- 
 
"(A) the maximum number of children for which child care services may be provided and 
the total number of infants for which child care services may be provided; 
 
"(B) the minimum age for caregivers; 
 
"(C) health, nutrition, and safety requirements for children and caregivers; and 
 
"(D) inservice training in areas appropriate to providing such child care services, 
including the minimum number of hours of such training. 
 
"(3) Group home child care services. -- Such standards submitted with respect to child 
care services provided by group home child care providers shall be limited to the matters 
specified in paragraphs (1)(B) and (2). 
 
"(e) Consideration and Establishment of Standards. -- 
 
"(1) Notice of proposed rulemaking. -- Not later than 90 days after receiving the 



recommendations of the Committee, the Secretary shall -- 
 
"(A) publish in the Federal Register -- 
 
"(i) a notice of proposed rulemaking concerning the recommended standards proposed 
under subsection (d) to the Secretary; and 
 
"(ii) such proposed recommended standards for public comment; and 
 
"(B) distribute such proposed recommended standards, for comment, to each lead agency. 
 
"(2) Establishment of recommended child care standards. -- (A) The Secretary shall, in 
consultation with the Committee -- 
 
"(i) take into consideration any comments received by the Secretary with respect to the 
recommended standards proposed under subsection (d); and 
 
"(ii) not later than 180 days after publication of such standards, shall issue rules 
establishing recommended child care standards for purposes of this subchapter. 
Compliance with such standards shall be at the option of the States. Such standards shall 
include nutrition requirements. 
 
"(B) The Secretary may amend any standard first established under subparagraph (A), 
except that such standard may not be modified, by amendment or otherwise, to make 
such standard less comprehensive or less stringent than it is when first established. 
 
"(3) Additional comments. -- The Committee may submit to the Secretary and to the 
Congress such additional comments on the recommended child care standards established 
under paragraph (2) as the Committee considers appropriate. 
 
"(f) Termination of Committee. -- The Committee shall cease to exist 90 days after the 
date the Secretary establishes recommended child care standards under subsection (e)(2). 
 
"SEC. 658K. DEFINITIONS. 
 
"As used in this subchapter: 
 
"(1) Center-based child care provider. -- The term 'center-based child care provider' 
means a child care provider that provides child care services in a nonresidential facility, 
and may include a nonprofit institution of higher education. 
 
"(2) Community-based organization. -- The term 'community-based organization' -- 
 
"(A) means a private nonprofit organization that -- 
 
"(i) is representative of the community or of significant segments of the community; and 



"(ii) provides child care, preschool programs, or early childhood development programs; 
or 
 
"(B) has the meaning given it in section 4(5) of the Job Training Partnership Act (29 
U.S.C. 1503(5)). 
 
"(3) Disability. -- The term 'disability' means any condition set forth in section 602(a)(1) 
of the Education of the Handicapped Act (20 U.S.C. 1401(a)(1)) or subparagraph (A) or 
(B) of section 672(1) of the Education of the Handicapped Act (20 U.S.C. 1472(1)). 
 
"(4) Early childhood learning resources. -- The term 'early childhood learning resources' 
includes books, audio and video tapes, films, educational toys and games and other 
materials designed principally for use by or with children who are less than 6 years of 
age. 
 
"(5) Eligible child care provider. -- The term 'eligible child care provider' means -- 
 
"(A) a center-based child care provider, a group home child care provider, a family child 
care provider, or other provider of child care services for compensation that -- 
 
"(i) is licensed or regulated under State law; and 
 
"(ii) satisfies -- 
 
"(I) the Federal requirements; and 
 
"(II) the State and local requirements; applicable to the child care services it provides; 
and 
 
"(B) a child care provider who provides child care services only to an eligible child who 
is, by affinity or consanguinity, the grandchild of such provider if such provider satisfies 
the State requirements (if any) applicable to such services. 
 
"(6) Family child care provider. -- The term 'family child care provider' means 1 
individual who provides child care services to any eligible child who does not reside with 
such individual, as the sole caregiver and in the private residence of such individual. 
 
"(7) Group home child care provider. -- The term 'group home child care provider' means 
2 or more individuals who jointly provide child care services in a private residence to any 
eligible child who does not reside with any of such individuals. 
 
"(8) Indian tribe. -- The term 'Indian tribe' has the meaning given it in section 4(e) of the 
Indian Self-Determination and Education Assistance Act (25 U.S.C. 450b(e)). 
 
"(9) Institution of higher education. -- The term 'institution of higher education' has the 
meaning given such term in section 481(a)(1) of the Higher Education Act of 1965 (20 



U.S.C. 1088(a)(1)), except that with respect to a tribally controlled community college 
such term has the meaning given it in section 2(a)(5) of the Tribally Controlled 
Community College Assistance Act of 1978 (25 U.S.C. 1801(a)(5)). 
 
"(10) Lead agency. -- The term 'lead agency' means the agency designated under section 
659D. 
 
"(11) Local educational agency. -- The term 'local educational agency' has the meaning 
given that term in section 1471(12) of the Elementary and Secondary Education Act of 
1965 (20 U.S.C. 2891(12)). 
 
"(12) Public library. -- The term 'local public library' has the meaning given that term in 
section 3(5) of the Library Services and Construction Act. 
 
"(13) Nonprofit organization. -- The term 'nonprofit organization' includes an Indian tribe 
and a tribal organization. 
 
"(14) Non-English language background. -- The term 'non-English language background' 
means the experience of living in a home in which the primary language spoken is not 
English. 
 
"(15) Parent. -- The term 'parent' includes a legal guardian or other person standing in 
loco parentis. 
 
"(16) Secretary. -- The term 'Secretary' means the Secretary of Health and Human 
Services. 
 
"(17) Staff. -- The term 'staff' means an individual who provides a service directly to an 
eligible child on a person-to-person basis. 
 
"(18) State. -- The term 'State' means any of the several States, the District of Columbia, 
the Virgin Islands of the United States, the Commonwealth of Puerto Rico, Guam, 
American Samoa, the Commonwealth of the Northern Mariana Islands, the Republic of 
the Marshall Islands, the Federated States of Micronesia, or Palau. 
 
"(19) Tribal organization. -- The term 'tribal organization' has the meaning given it in 
section 4(l) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 
450b(l)). 
 
"(20) Unit of general purpose local government. -- The term 'unit of general purpose local 
government' means a city, county, town, parish, village, or other general purpose political 
subdivision of a State.". 
 
PART 4 -- BUSINESS INVOLVEMENT IN MEET- ING EMPLOYEE CHILD CARE 
NEEDS 
 



SEC. 3341. ESTABLISHMENT OF GRANT PROGRAM. 
 
The Secretary of Health and Human Services shall establish a program to make grants to 
eligible businesses -- 
 
(1) to pay start-up costs incurred to provide child care services; or 
 
(2) to provide additional child care services; 
 
needed by the employees of such businesses. 
 
SEC. 3342. ELIGIBLE BUSINESSES. 
 
To be eligible to receive a grant under section 3341, a business shall submit to the 
Secretary an application in accordance with section 3343. 
 
SEC. 3343. APPLICATION. 
 
The application required by section 3342 shall be submitted by a business or consortium 
at such time, in such form, and containing such information as the Secretary may require 
by rule, except that such application shall contain -- 
 
(1) an assurance that such business shall expend, for the purpose for which such grant is 
made, an amount not less than 200 percent of the amount of such grant; 
 
(2) an assurance that such business will expend such grant for the use specified in section 
3341, as the case may be; 
 
(3) an assurance that if the employees of such business do not require all the child care 
services for which such grant and the funds required by paragraph (1) are to be expended 
by such business, the excess of such child care services shall be made available to 
families in the community in which such business is located; 
 
(4) an assurance that such business will employ strategies to provide such child care 
services at affordable rates, and on an equitable basis, to low- and moderate-income 
employees; and 
 
(5) an assurance that the provider of such child care services will comply with all State 
and local licensing requirements applicable to such provider. 
 
SEC. 3344. SELECTION OF GRANTEES. 
 
For purposes of selecting eligible businesses to receive grants under this part, the 
Secretary shall give priority to businesses that have fewer than 100 full-time employees. 
To the extent practicable, the Secretary shall make grants equitably under this part to 
businesses located in all geographical regions of the United States. 



[*H10148] SEC. 3345. DEFINITIONS. 
 
As used in this part: 
 
(1) Business. -- The term "business" means a person engaged in commerce whose 
primary activity is not providing child care services. 
 
(2) Child care services. -- The term "child care services" means care for a child that is -- 
 
(A) provided on the site at which a parent of such child is employed or at a site nearby in 
the community; and 
 
(B) subsidized at least in part by the business that employs such parent. 
 
(3) Consortium. -- The term "consortium" means 2 or more businesses acting jointly. 
 
(4) Secretary. -- The term 'Secretary' means the Secretary of Health and Human Services. 
 
SEC. 3346. AUTHORIZATION OF APPROPRIATIONS. 
 
There is authorized to be appropriated $25,000,000 for each of the fiscal years 1991, 
1992, 1993, 1994, and 1995 to carry out this part. 
 
Subtitle E -- Government-Sponsored Entities 
 
SEC. 3401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND 
INSTRUMENTALITIES. 
 
(a) In General. -- Any provision of this Act and any amendment made by this Act to 
chapter 31 of title 31, United States Code, or any other provision of law, which would 
have the effect of restricting the authority of any corporation owned in whole or in part 
by the Federal Government, or privately owned government-sponsored enterprises, such 
as the Student Loan Marketing Association, the College Construction Loan Insurance 
Association, and the Pension Benefit Guaranty Corporation, from borrowing from or 
issuing obligations to any person other than the Secretary of the Treasury or guaranteeing 
any obligation issued by any person shall not take effect. 
 
(b) Certain Actions Prohibited. -- Notwithstanding any other provision of this Act or any 
amendment made by this Act to any other provision of law, no officer or employee of the 
United States may take any action which would have the effect of implementing any 
provision of, or any amendment made by, this Act which is described in subsection (a). 
 
(c) Violation Treated as Violation of Antideficiency Act. -- Any violation of subsection  
 
(b) shall be treated as a violation of section 1341(a) of title 31, United States Code. 
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SUBPART B -- OTHER PROVISIONS 
Sec.4121.Extension of secondary 
payor provisions. 
Sec.4122.Health maintenance 
organizations. 
Sec.4123.Demonstration project 
for providing staff assistants to 
home dialysis patients. 
Sec.4124.Extension of reporting 
deadline for Alzheimer's disease 
demonstration project. 
Sec.4125.Miscellaneous technical 
corrections. 
PART 3 -- Provisions Relating to 



Beneficiaries 
Sec.4201.Part B premium. 
Sec.4202.Part B deductible. 
PART 4 -- Standards for Medicare 
Supplemental Insurance Policies 
Sec.4301.Simplification of 
medicare supplemental policies. 
Sec.4302.Requiring approval of 
State for sale in the State. 
Sec.4303.Preventing duplication. 
Sec.4304.Loss ratios. 
Sec.4305.Limitations on certain 
sales commissions. 
Sec.4306.Clarification of 
treatment of plans offered by 
health maintenance organizations. 
Sec.4307.Prohibition of certain 
discriminatory practices. 
Sec.4308.Health insurance 
advisory service for medicare 
beneficiaries. 
Sec.4309.Additional enforcement 
through Public Health Service Act. 
Subtitle B -- Medicaid Program 
PART 1 -- Reductions In Spending 
Sec.4401.Reimbursement for 
prescribed drugs. 
Sec.4402.Requiring medicaid 
payment of premiums and 
cost-sharing for enrollment under 
group health plans where 
cost-effective. 
Sec.4403.Computer matching and 
privacy revisions. 
PART 2 -- Protection of 
Low-Income Medicare Beneficiaries 
Sec.4411.Extending medicaid 
payment for medicare premiums for 
certain individuals with income 
below 125 percent of the official 
poverty line. 
PART 3 -- Improvements in Child 
Health 
Sec.4421.Phased-in mandatory 
coverage of children up to 100 
percent of poverty level. 



Sec.4422.Mandatory continuation 
of benefits throughout pregnancy 
or first year of life. 
Sec.4423.Mandatory use of 
outreach locations other than 
welfare offices. 
Sec.4424.Presumptive eligibility. 
Sec.4425.Role in paternity 
determinations. 
Sec.4426.Report and transition on 
errors in eligibility 
determinations. 
PART 4 -- Nursing Home Reform 
Provisions 
Sec.4431.Medicaid nursing home 
reform. 
PART 5 -- Miscellaneous Provisions 
SUBPART A -- PAYMENTS 
Sec.4441.State medicaid matching 
payments through voluntary 
contributions and State taxes. 
Sec.4442.Disproportionate share 
hospitals: counting of inpatient 
days and treatment of capital 
passthroughs. 
Sec.4443. Disproportionate share 
hospitals: alternative State 
payment adjustments and systems. 
Sec.4444. Disproportionate share 
hospitals: minimum payment 
adjustment for certain hospitals. 
Sec.4445.Federally qualified 
health centers. 
Sec.4446.Hospice payments. 
Sec.4447. Limitations on 
disallowance of certain inpatient 
psychiatric hospital services. 
Sec.4448. Treatment of interest 
on Indiana disallowance. 
SUBPART B -- ELIGIBILITY AND 
COVERAGE 
Sec.4451.Providing Federal 
medical assistance for payments 
for premiums for "COBRA" 
continuation coverage where cost 
effective. 



Sec.4452.Provisions relating to 
spousal impoverishment. 
Sec.4453.Disregarding German 
reparation payments from 
post-eligibility treatment of 
income under the medicaid program. 
Sec.4454.Amendments relating to 
medicaid transition provision. 
Sec.4455.Clarifying effect of 
hospice election. 
Sec.4456. Clarification of 
application of 133 percent income 
limit to medically needy. 
Sec.4457. Codification of 
coverage of rehabilitation 
services. 
Sec.4458. Personal care services 
for Minnesota. 
SUBPART C -- HEALTH MAINTENANCE 
ORGANIZATIONS 
Sec.4461.Requirements for 
risk-sharing health maintenance 
organizations under medicaid. 
Sec.4462.Special rules. 
Sec.4463.Extension and expansion 
of Minnesota prepaid medicaid 
demonstration project. 
Sec.4464.Treatment of Dayton Area 
Health Plan. 
Sec.4465. Treatment of certain 
county-operated health insuring 
organizations. 
SUBPART D -- DEMONSTRATION 
PROJECTS AND HOME AND 
COMMUNITY-BASED WAIVERS 
Sec.4471.Medicaid long-term care 
insurance demonstration projects. 
Sec.4472.Timely payment under 
waivers of freedom of choice of 
hospital services. 
Sec.4473.Home and community-based 
services waivers. 
Sec.4474.Provisions relating to 
frail elderly demonstration 
project waivers. 
SUBPART E -- MISCELLANEOUS 



Sec.4481.Medicaid State plans 
assuring the implementation of a 
patient's right to participate in 
and direct health care decisions 
affecting the patient. 
Sec.4482.Improvement in quality 
of physician services. 
Sec.4483.Clarification of 
authority of Inspector General. 
Sec.4484.Notice to State medical 
boards when adverse actions taken. 
Sec.4485.Miscellaneous provisions. 
Subtitle C -- Energy and 
Miscellaneous User Fees 
PART 1 -- Energy 
Sec.4501.Solar, wind, waste, and 
geothermal power production 
incentives. 
Sec.4502.NRC user fees and annual 
charges. 
PART 2 -- Railroad User Fees 
Sec.4511.Amendments to Federal 
Railroad Safety Act of 1970. 
PART 3 -- Travel and Tourism User 
Fees 
Sec.4521.United States travel and 
tourism user fee. 
PART 4 -- EPA User Fees 
Sec.4531.Radon testing fees. 
Sec.4532.Motor vehicle compliance 
program fees. 
 
[*H10149] Subtitle A -- Provisions Relating to Medicare Program and Regulation of 
Medicare Supplemental Insurance Policies 
 
PART 1 -- PROVISIONS RELATING TO PART B 
 
Subpart A -- Payment for Physicians' Services 
 
SEC. 4001. CERTAIN OVERVALUED PROCEDURES. 
 
(a) In General. -- Section 1842(b)(14) of the Social Security Act (42 U.S.C. 
1395u(b)(14)) is amended -- 
 
(1) by inserting "(i)" after "(14)(A)"; 
 



(2) by adding at the end of subparagraph (A) the following new clause: 
 
"(ii) In determining the reasonable charge for a physicians' service specified in 
subparagraph (C)(i) and furnished during 1991, the prevailing charge for such service 
shall not exceed the prevailing charge otherwise recognized for such service for the 
period during 1990 beginning on April 1, reduced by 15 percent or, if less, 1/3 of the 
percent (if any) by which the prevailing charge otherwise recognized for the locality in 
that year exceeds the locally-adjusted reduced prevailing amount (as determined under 
subparagraph (B)(i)) for the service."; 
 
(3) in subparagraph (B)(i)(II), by inserting "or (iv)" after "clause (iii)"; 
 
(4) in subparagraph (B)(iii), by inserting "for services furnished during the 9-month 
period beginning on April 1, 1990" after "locality" the first place it appears; 
 
(5) by adding at the end of subparagraph (B) the following new clause: 
 
"(iv) The 'adjustment factor', for a physicians' service for a locality furnished in 1991, is 
the sum of -- 
 
"(I) the practice component percent (referred to as practice expense ratio), divided by 
100, specified in appendix A (pages 187 through 194) of the Report of the Medicare and 
Medicaid Health Budget Reconciliation Amendments of 1989, prepared by the 
Subcommittee on Health and the Environment of the Committee on Energy and 
Commerce, House of Representatives, (Committee Print 101-M, 101st Congress, 1st 
Session) for the service, multiplied by the geographic practice cost index (specified in 
subparagraph (C)(v)) for the locality, and 
 
"(II) 1 minus the practice component percent, multiplied by the geographic physician 
work adjustment index value (specified in subparagraph (C)(vi)) for the locality."; 
 
(6) by adding at the end of subparagraph (C)(ii), the following new sentence: "In 
computing the national weighted average in the previous sentence in applying this 
paragraph to services furnished in 1991, the prevailing charge in each locality shall first 
be deflated by the adjustment factor specified in subparagraph (B)(iv)."; and 
 
(7) by adding at the end of subparagraph (C) the following new clauses: 
 
"(v) The geographic practice cost index value specified in this clause for a locality is the 
Geographic Overhead Costs Index specified for the locality in table 1 of the August 1990 
Supplement to the Geographic Medicare Economic Index: Alternative Approaches 
(prepared by the Urban Institute and the Center for Health Economics Research). 
 
"(vi) The geographic physician work adjustment index value specified in this clause for a 
locality is the Geographic 1/4 Work Index specified for the locality in the table 1 referred 
to in clause (v).". 



SEC. 4002. RADIOLOGY SERVICES. 
 
(a) Reduction in Fee Schedule. -- Section 1834(b)(4) of the Social Security Act (42 
U.S.C. 1395m(b)(4)) is amended -- 
 
(1) by redesignating subparagraphs (D) and (E) as subparagraphs (E) and (F), 
respectively, and 
 
(2) by inserting after subparagraph (C) the following new subparagraph: 
 
"(D) 1991 fee schedules. -- For radiologist services (other than portable X-ray services) 
furnished under this part during 1991, the conversion factors used in a locality under this 
subsection shall be determined as follows: 
 
"(i) National weighted average conversion factor. -- The Secretary shall estimate the 
national weighted average of the conversion factors used under this subsection for 
services furnished during 1990 beginning on April 1, using the best available data. In 
computing the national weighted average in the previous sentence, the conversion factor 
in each locality shall first be deflated by the sum specified in clause (iv). 
 
"(ii) Reduced national weighted average. -- The national weighted average estimated 
under clause (i) shall be reduced by 11 percent. 
 
"(iii) Geographic indices. -- 
 
"(I) 1990 locality index relative to national average. -- The Secretary shall establish an 
index which reflects, for each locality, the ratio of the conversion factor used in the 
locality under this subsection to the national weighted average estimated under clause (i). 
 
"(II) Fee schedule geographic index. -- The Secretary shall establish an index value, for 
each locality, equal to the geographic adjustment factor which would be established for 
the locality under section 1848(e)(2) if -- 
 
"(a) the work, overhead, and malpractice geographic practice cost indices contained in 
Addendum C to the Model Fee Schedule for Physicians' Services (published on 
September 4, 1990, 55 Federal Register pp. 36238.-36243) were used as the geographic 
physician work adjustment factor value, the geographic cost-of-practice index value, and 
the geographic malpractice index value, respectively, and 
 
"(b) the proportions of the total relative value for the work component, practice expense 
component, and the malpractice component were the work, overhead, and malpractice 
percents, respectively, specified for the specialty of radiology in Table 2.1 of such Model 
Fee Schedule (55 F.R. 36188). 
 



"(iv) Local adjustment. -- Subject to clause (v), the conversion factor to be applied in a 
locality is the national weighted average conversion factor (estimated under clause (i)), 
reduced under clause (ii), multiplied by the sum of -- 
 
"(I) 3/4 of the index value established under clause (iii)(I) for the locality, and 
 
"(II) 1/4 of the index value established under clause (iii)(II) for the locality. 
 
"(v) Maximum reduction. -- The conversion factor to be applied to a locality under this 
subparagraph shall not be less than 92 percent of the conversion factor applied in the 
locality under subparagraph (C).". 
 
(b) Continuing Phase-in of Geographic Adjustment. -- Section 1848(e)(2) of such Act (42 
U.S.C. 1395w-4(e)(2)) is amended by adding at the end the following: "In the case of 
radiology services described in subsection (b)(2)(A), the geographic adjustment factor for 
-- 
 
"(A) 1992, shall be 1/2 of the index value established under section 1834(b)(4)(D)(iii)(I) 
for the locality plus 1/2 of the geographic adjustment factor determined under the 
previous sentence, and 
 
"(B) 1993, shall be 1/4 of the index value established under section 1834(b)(4)(D)(iii)(I) 
for the locality plus 3/4 of the geographic adjustment factor determined under the 
previous sentence.". 
 
(c) Nonapplication of Comparability Provisions. -- Section 1834(b)(3) of such Act (42 
U.S.C. 1395m(b)(3)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (A), 
 
(2) by striking the period at the end of subparagraph (B) and inserting ", and", and 
 
(3) by adding at the end the following new subparagraph: 
 
"(C) shall not apply section 1842(b)(3)(B) insofar as it relates to requiring carriers to 
restrict payment to the charge applicable, for a comparable service and under comparable 
circumstances, to policyholders and subscribers of the carrier.". 
 
(d) Use of Localities. -- Section 1834(b)(1)(B) of such Act (42 U.S.C. 1395m(b)(1)(B)) is 
amended by inserting "locality," after "statewide,". 
 
(e) Continuation of Special Rule for Nuclear Medicine Physicians. -- Section 6105(b) of 
the Omnibus Budget Reconciliation Act of 1989 is amended by striking all that follows 
"Social Security Act" the second place it appears and inserting the following: "beginning 
April 1, 1990, and ending December 31, 1991, there shall be substituted for the fee 
schedule otherwise applicable a fee schedule based 1/3 on the fee schedule computed 



under such section (without regard to this subsection) and 2/3 on 101 percent of the 1988 
prevailing charge for such services.". 
 
(f) Extension of Split Billing Rule for Interventional Radiologists. -- Section 6105(c) of 
the Omnibus Budget Reconciliation Act of 1989 is amended by inserting "or 1991" after 
"1990" each place it appears. 
 
(g) Effective Dates. -- 
 
(1) Except as otherwise provided, the amendments made by this section shall apply to 
services furnished on or after January 1, 1991. 
 
(2) The amendment made by subsection (d) shall apply to services performed on or after 
April 1, 1989.  
 
[*H10150] SEC. 4003. ANESTHESIA SERVICES. 
 
(a) Reduction in Fee Schedule. -- Section 1842(q)(1) of the Social Security Act (42 
U.S.C. 1395u(q)(1)) is amended -- 
 
(1) by inserting "(A)" after "(q)(1)", and 
 
(2) by adding at the end the following new subparagraph: 
 
"(B) For physician anesthesia services furnished under this part during 1991, the 
conversion factor used in a locality under this subsection shall be determined as follows: 
 
"(i) The Secretary shall estimate the national weighted average of the conversion factors 
used under this subsection for services furnished during 1990 beginning on April 1, using 
the best available data. In computing the national weighted average in the previous 
sentence, the conversion factor in each locality shall first be deflated by the sum specified 
in clause (iv). 
 
"(ii) The national weighted average estimated under clause (i) shall be reduced by 7 
percent. 
 
"(iii)(I) The Secretary shall establish an index which reflects, for each locality, the ratio 
of the conversion factor used in the locality under this subsection for services furnished 
under this part during 1990 beginning on April 1 to the national weighted average 
estimated under clause (i). 
 
"(II) The Secretary shall establish an index value, for each locality, equal to the 
geographic adjustment factor which would be established for the locality under section 
1848(e)(2) if -- 
 
"(a) the work, overhead, and malpractice geographic practice cost indices contained in 



Addendum C to the Model Fee Schedule for Physicians' Services (published on 
September 4, 1990, 55 Federal Register pp. 36238-36243) were used as the geographic 
physician work adjustment factor value, the geographic cost-of-practice index value, and 
the geographic malpractice index value, respectively, and 
 
"(b) the proportions of the total relative value for the work component, practice expense 
component, and the malpractice component were 55.9 percent, 33.4 percent, and 10.7 
percent, respectively. 
 
"(iv) Subject to clause (v), the conversion factor to be applied in a locality is the national 
weighted average conversion factor (estimated under clause (i)) reduced under clause (ii) 
multiplied by the sum of -- 
 
"(I) 1/2 of the index value established under clause (iii)(I) for the locality, and 
 
"(II) 1/2 of the index value established under clause (iii)(II). 
 
"(v) The conversion factor to be applied to a locality under this subparagraph shall not be 
less than 85 percent of the conversion factor applied in the locality during 1990 beginning 
on April 1.". 
 
(c) Extension of Reduction for Supervision of Concurrent Services. -- Section 
1842(b)(13) of such Act (42 U.S.C. 1395u(b)(13)) is amended by striking "1991" each 
place it appears and inserting "1996". 
 
SEC. 4004. PHYSICIAN PATHOLOGY SERVICES. 
 
(a) Reduction in Payments for Physician Pathology Services. -- Subsection (f) of section 
1834 of the Social Security Act (42 U.S.C. 1395m) is amended to read as follows: 
 
"(f) Reduction in Payments for Physician Pathology Services During Fiscal Year 1991. – 
For physician pathology services furnished under this part during 1991, the prevailing 
charges used in a locality under this part shall be 93 percent of the prevailing charges 
used in the locality under this part in 1990 beginning on April 1, 1990.". 
 
(b) Conforming Amendments. -- 
 
(1) Section 1833(a)(1)(J) of such Act (42 U.S.C. 1395l(a)(1)) is amended by striking "or 
physician pathology services" and by striking "or section 1834(f), respectively". 
 
(2) Section 1848(a)(1) of such Act (42 U.S.C. 1395w-4(a)(1)) is amended by striking "or 
1834(f)". 
 
(c) Effective Date. -- The amendments made by this section shall apply to services 
furnished on or after January 1, 1991. 
 



SEC. 4005. PREVAILING CHARGES FOR MISCELLANEOUS PROCEDURES. 
Section 1842(b) of the Social Security Act (42 U.S.C. 1395u(b)) is amended by adding at 
the end the following new paragraph: 
 
"(16)(A) In determining the reasonable charge for physicians' services described in 
subparagraph 
 
(B) furnished during 1991, the prevailing charge otherwise recognized for a locality shall 
be reduced by 2 percent, or, in the case of surgical procedures which are paid for under 
this part on a global basis (including preoperative and postoperative services), 4 percent. 
 
"(B) For purposes of this subparagraph, the physcians' service specified in this 
subparagraph are all physicians' services except the following: 
 
"(i) Radiology, anesthesia, and physician pathology services, and physicians' services 
specified in clause (i) of paragraph (14)(C). 
 
"(ii) Primary care services (specified in subsection (i)(4)), hospital inpatient medical 
services, consulations, preventive medicine visits, emergency care facility services, and 
critical care services. 
 
"(iii) The procedure codes specified in the Joint Explanatory Statement of the Committee 
of Conference submitted with the Conference Report to accompany H.R. 5835 (the 
'Omnibus Budget Reconciliation Act of 1990') for tendon sheath injections and small 
joint arthrocentesis, femoral fracture and trochanteric fracture treatments, endotracheal 
intubation, thoracentesis, thoracostomy, and transurerethral fulguration and resection.". 
 
SEC. 4006. UPDATE FOR PHYSICIANS' SERVICES. 
 
(a) Percentage Increase in MEI for 1991 During 1991. -- Section 1842(b)(4)(E) of the 
Social Security Act (42 U.S.C. 1395u(b)(4)(E)) is amended by adding at the end the 
following new clause: 
 
"(v) For purposes of this part for items and services furnished in 1991, the percentage 
increase in the MEI is -- 
 
"(I) 0 percent for services (other than primary care services), and 
 
"(II) such percentage increase in the MEI (as defined in subsection (i)(3)) as would be 
otherwise determined for primary care services (as defined in subsection (i)(4)).". 
 
(b) Increase in Prevailing Charge Floor for Primary Care Services. -- 
 
(1) In general. -- Section 1842(b)(4)(A)(vi) of such Act (42 U.S.C. 1395u(b)(4)(A)(vi)) is 
amended by striking "50 percent" and inserting "75 percent". 
 



(2) Use in transition to full fee schedule. -- Section 1848(a)(2)(D) of such Act (42 U.S.C. 
1395w- 4(a)(2)(D)) is amended by adding at the end the following new clause: 
 
"(iii) Application to primary charge floor. -- In the case of services described in section 
1842(b)(4)(A)(vi), the adjusted historical payment basis shall be determined as if '50 
percent' were substituted for '75 percent' in such section; except that in no case shall the 
application of this clause result in the establishment of a fee schedule amount which is 
less than the prevailing charge level determined under such section for services furnished 
in 1991." 
 
(c) Effective Date. -- The amendments made by this section shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 4007. NEW PHYSICIANS AND OTHER NEW HEALTH CARE 
PRACTITIONERS. 
 
(a) In General. -- Subparagraph (F) of section 1842(b)(4) of the Social Security Act (42 
U.S.C. 1395u(b)(4)) is amended to read as follows: 
 
"(F)(i) In the case of physicians' services and professional services of a health care 
practitioner (other than primary care services and other than services furnished in a rural 
area (as defined in section 1886(d)(2)(D)) that is designated, under section 332(a)(1)(A) 
of the Public Health Service Act, as a health manpower shortage area) furnished during 
the physician's or practitioner's first through fourth years of practice (if payment for those 
services is made separately under this part and on other than a cost-related basis), the 
prevailing charge or fee schedule amount to be applied under this part shall be 80 percent 
for the first year of practice, 85 percent for the second year of practice, 90 percent for the 
third year of practice, and 95 percent for the fourth year of practice, of the prevailing 
charge or fee schedule amount for that service under the other provisions of this part. 
 
"(ii) For purposes of clause (i): 
 
"(I) The term 'health care practitioner' means a physician assistant, certified nurse-
midwife, qualified psychologist, nurse practitioner, clinical social worker, physical 
therapist, occupational therapist, respiratory therapist, certified registered nurse 
anesthetist, or any other practitioner as may be specified by the Secretary. 
 
"(II) The term 'first year of practice' means, with respect to a physician or practitioner, the 
first year during the first 6 months of which the physician or practitioner furnishes 
professional services for which payment is made under this part, and includes any period 
before such year. 
 
"(III) The terms 'second year of practice', 'third year of practice', and 'fourth year of 
practice' mean the second, third, and fourth years, respectively, following the first year of 
practice.". 
 



(b) Conforming Amendment. -- Section 1848(a)(1)(B) of such Act (42 U.S.C. 1395w-
4(a)(1)(B)) is amended by inserting "and section 1842(b)(4)(F)" after "of this section". 
 
(c) Conforming Adjustment in Conversion Factor Computation. -- In computing the 
conversion factor under section 1848(d)(1)(B) for 1992, the Secretary of Health and 
Human Services shall determine the estimated aggregate amount of payments under part 
B for physicians' services in 1991 assuming that the amendments made by this section 
(notwithstanding subsection (d)) applied to all services furnished during such year. 
 
(d) Effective Date. -- The amendments made by this section apply to services furnished 
after 1990, except that -- 
 
(1) the provisions concerning the third and fourth years of practice apply only to 
physicians' services furnished after 1991 and 1992, respectively, and 
 
(2) the provisions concerning the second, third, and fourth years of practice apply only to 
services of a health care practitioner furnished after 1991, 1992, and 1993, respectively. 
 
SEC. 4008. TECHNICAL COMPONENTS OF CERTAIN DIAGNOSTIC TESTS. 
 
(a) In General. -- Section 1842(b) of the Social Security Act (42 U.S.C. 1395u(b)), as 
amended by sections 4005, is further amended by adding at the end the following new 
paragraph: 
 
"(17) With respect to payment under this part for the technical (as distinct from 
professional) component of diagnostic tests (other than clinical diagnostic laboratory tests 
and radiology services), the reasonable charge (or other payment basis) may not exceed 
the national median of such charges [*H10151] (or payment bases) for such tests or 
services.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to tests and 
services furnished on or after January 1, 1991. 
 
SEC. 4009. RECIPROCAL BILLING ARRANGEMENTS. 
 
(a) In General. -- The first sentence of section 1842(b)(6) of the Social Security Act (42 
U.S.C. 1395u(b)(6)) is amended -- 
 
(1) by striking "and" before "(C)", and 
 
(2) by inserting before the period at the end the following: ", and (D) payment may be 
made to a physician who arranges for visit services (including emergency visits and 
related services) to be provided to an individual by a second physician on an occasional, 
reciprocal basis if (i) the first physician is unavailable to provide the visit services, (ii) the 
individual has arranged or seeks to receive the visit services from the first physician, (iii) 
the claim form submitted to the carrier includes the second physician's unique identifier 



(provided under the system established under subsection (r)) and indicates that the claim 
is for such a 'covered visit service (and related services)', and (iv) the visit services are 
not provided by the second physician over a continuous period of longer than 30 days". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to services 
furnished on or after the first day of the first month beginning more than 60 days after the 
date of the enactment of this Act. 
 
SEC. 4010. AGGREGATION RULE FOR CLAIMS FOR SIMILAR PHYSICIANS' 
SERVICES. 
 
(a) In General. -- The second sentence of section 1869(b)(2) of the Social Security Act 
(42 U.S.C. 1395ff(b)(2)) is amended -- 
 
(1) by inserting "for services furnished during the same 12-month period" after "two or 
more claims", 
 
(2) by inserting "(i)" after "if", 
 
(3) by striking "or involve" and inserting ", (ii) the claims involve", and 
 
(4) by inserting before the period at the end the following: "by the same entity, or (iii) the 
claims involve common issues of law and fact arising from physicians' services furnished 
in the same fee schedule area (as defined in section 1848(j)(2)) to two or more 
individuals by two or more physicians and the aggregate amount in controversy is at least 
$1,000 (in the case of a hearing under paragraph (1)(C) or (1)(D)) or $2,500 (in the case 
of judicial review)". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to physicians' 
services furnished on or after the first day of the first month beginning more than 60 days 
after the date of the enactment of this Act. 
 
SEC. 4011. PRACTICING PHYSICIANS ADVISORY COUNCIL. 
 
Title XVIII of the Social Security Act is amended by inserting after section 1867 the 
following new section: 
 
"practicing physicians advisory council 
 
"Sec. 1868. (a) The Secretary shall appoint, based upon nominations submitted by 
medical organizations representing physicians, a Practicing Physicians Advisory Council 
(in this section referred to as the 'Council') to be composed of 15 physicians, each of 
whom has submitted at least 250 claims for physicians' services under this title in the 
previous year. At least 11 of the members of the Council shall be physicians described in 
section 1861(r)(1) and the members of the Council shall include both participating and 



nonparticipating physicians and physicians practicing in rural areas and underserved 
urban areas. 
 
"(b) The Secretary shall consult with the Council concerning proposed changes in 
regulations and carrier manual instructions. To the extent feasible and consistent with 
statutory deadlines, such consultation shall occur before the publication of such proposed 
changes. 
 
"(c) The Council shall meet once during each calendar quarter. 
 
"(d) Members of the Council shall be entitled to receive reimbursement of expenses and 
per diem in lieu of subsistence in the same manner as other members of advisory councils 
appointed by the Secretary are provided such reimbursement and per diem under this 
title.". 
 
SEC. 4012. RELEASE OF MEDICAL REVIEW SCREENS AND ASSOCIATED 
SCREENING PARAMETERS. 
 
(a) Carriers. -- Section 1842(b)(3) of the Social Security Act (42 U.S.C. 1395u(b)(3)), as 
amended by section [4041(a)(3)], is amended -- 
 
(1) by striking "and" at the end of subparagraph (H), 
 
(2) by adding "and" at the end of subparagraph (I), and 
 
(3) by inserting after subparagraph (I) the following new subparagraph: 
 
"(J) if it makes determinations or payments with respect to physicians' services, before 
sending a notice of denial of payment under this part for such services by reason of 
section 1862(a)(1) because a service otherwise covered under this title is not reasonable 
and necessary under the standards described in this section, the carrier has made available 
to the public the medical review screens, the associated screening parameters, and the 
criteria upon which the denial of payment may be made;". 
 
(b) Effective Date. -- The amendments made by this section shall apply to notices of 
denial sent on or after January 1, 1991. 
 
SEC. 4013. TECHNICAL CORRECTIONS. 
 
(a) Overvalued Procedures. -- 
 
(1) Section 1842(b)(14) of the Social Security Act (42 U.S.C. 1395u(b)(14)) is amended -
- 
 
(A) in subparagraph (B)(iii)(I), by striking "practice expense ratio for the service  



(specified in table #1 in the Joint Explanatory Statement referred to in subparagraph 
(C)(i))" and inserting "practice component percent (referred to as practice expense ratio), 
divided by 100, specified in appendix A (pages 187 through 194) of the Report of the 
Medicare and Medicaid Health Budget Reconciliation Amendments of 1989, prepared by 
the Subcommittee on Health and the Environment of the Committee on Energy and 
Commerce, House of Representatives, (Committee Print 101-M, 101st Congress, 1st 
Session) for the service"; 
 
(B) in subparagraph (B)(iii)(II), by striking "practice expense ratio" and inserting 
"practice component percent, divided by 100"; 
 
(C) in subparagraph (C)(i), by striking "physicians' services specified in table #2 in the 
Joint Explanatory Statement of the Committee of Conference submitted with the 
Conference Report to accompany H.R. 3299 (the 'Omnibus Budget Reconciliation Act of 
1989'), 101st Congress," and inserting "procedures specified (by code and description) in 
the Overvalued Procedures List for Finance Committee, Revised September 20, 1989, 
prepared by the Physician Payment Review Commission"; 
 
(D) in subparagraph (C)(iii), by striking "The 'percent change' specified in this clause, for 
a physicians' service specified in clause (i), is the percent change specified for the service 
in table #2 in the Joint Explanatory Statement" and inserting "The 'percentage change' 
specified in this clause, for a physicians' service specified in clause (i), is the percent 
difference (but expressed as a positive number) specified for the service in the list"; and 
 
(E) in subparagraph (C)(iv), by striking "such value specified for the locality in table #3 
in the Joint Explanatory Statement referred to in clause (i)" and inserting "the Geographic 
Overhead Costs Index specified for the locality in table 1 of the September 1989 
Supplement to the Geographic Medicare Economic Index: Alternative Approaches 
(prepared by the Urban Institute and the Center for Health Economics Research)". 
 
(2) Section 1842(b)(4)(E)(iv)(I) of such Act (42 U.S.C. 1395u(b)(4)(E)(iv)(I)) is 
amended by striking "Table #2" and all that follows through "101st Congress" and 
inserting "the list referred to in paragraph (14)(C)(i)". 
 
(3) The amendments made by paragraphs (1) and (2) apply to services furnished after 
March 1990. 
 
(b) Miscellaneous Fee Schedule Corrections. -- 
 
(1) Changes in section 1848. -- Section 1848 of the Social Security Act (42 U.S.C. 
1395w-4) is amended -- 
 
(A) in subsection (a)(2)(D)(ii), by inserting "the weighted average of (I) such weighted 
average prevailing charge, and (II) " after "weighted average prevailing charge"; 
 
(B) in subsection (c)(1)(B), by striking the last sentence; 



 
(C) in subsections (c)(3)(C)(ii)(II) and (c)(3)(C)(iii)(II), by striking "by" the first place it 
appears in each respective subsection, 
 
(D) in subsection (c), by redesignating the second paragraph (3), and paragraphs (4) and 
(5), as paragraphs (4) through (6), respectively; 
 
(E) in subsection (c)(4), as redesignated by subparagraph (C), is amended by striking 
"subsection" and inserting "section"; 
 
(F) in subsection (d)(1)(A), by striking "subparagraph (C)" and inserting "paragraph (3)"; 
 
(G) in the last sentence of subsection (d)(2)(A), by striking "proportion of HMO 
enrollees" and inserting "proportion of individuals who are enrolled under this part who 
are HMO enrollees"; 
 
(H) in subsection (d)(2)(E)(i), by inserting "the" after "as set forth in"; 
 
(I) in subsection (d)(2)(E)(ii)(I), by inserting "payments for" after "under this part for"; 
 
(J) in subsection (d)(3)(B)(ii) –  
 
(i) by inserting "more than" after "decrease of", and 
 
(ii) in subclause (I), by striking "more than"; 
 
(I) in paragraphs (1)(D)(i) and (2)(A)(i) of subsection (f), by striking "calendar years" and 
inserting "portions of calendar years"; 
 
(K) in subsection (f)(2)(A) -- 
 
(i) by striking "each performance standard rate of increase" and inserting "the 
performance standard rate of increase, for all physicians' services and for each category 
of physicians' services,", 
 
(ii) in clause (i), by striking "physicians' services (as defined in subsection (f)(5)(A)" and 
inserting "all physicians' services or for the category of physicians' services, 
respectively,", 
 
(iii) in clause (iii), by striking "physicians' services" and inserting "all physicians' services 
or of the category of physicians' services, respectively,", and 
 
(iv) in clause (iv), by striking "physicians' services (as defined in subsection (f)(5)(A))" 
and inserting "all physicians' services or of the category of physicians' services, 
respectively,"; 
 



[*H10152] (L) in subsection (f)(4)(A), by striking "paragraph (B)" and inserting 
"subparagraph (B)"; 
 
(M) in subparagraphs (A) and (B) of subsection (g)(2), by inserting "other than 
radiologist services subject to section 1834(b)," after "during 1991," and after "during 
1992,", respectively; and 
 
(N) in subsection (i)(1)(A), by striking "historical payment basis (as defined in subsection 
(a)(2)(C)(i))" and inserting "adjusted historical payment basis (as defined in subsection 
(a)(2)(D)(i))". 
 
(2) Miscellaneous. -- 
 
(A) Effective as if included in the Omnibus Budget Reconciliation Act of 1989, section 
6102(e)(4) of such Act is amended by inserting "determined" after "prevailing charge 
rate". 
 
(B) Effective January 1, 1991, section 1842(b)(3)(G) of the Social Security Act, as 
amended by section 6102(e)(2) of Omnibus Budget Reconciliation Act of 1989, is 
amended by striking "subsection (j)(1)(C)" and inserting "section 1848(g)(2)". 
 
(C) Section 1842(b)(12)(A)(ii)(II) of the Social Security Act, as amended by section 
6102(e)(4) of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", 
as the case may be". 
 
(D) Section 1833(a)(1)(H) of the Social Security Act, as amended by section 6102(e)(5) 
of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", as the case 
may be". 
 
(E) Section 6102(e)(11) of the Omnibus Budget Reconciliation Act of 1989 is amended 
by inserting "of Health and Human Services" after "Secretary". 
 
(F) Effective as if included in the enactment of the Omnibus Budget Reconciliation Act 
of 1989, section 922(d)(1) of the Public Health Service Act (42 U.S.C. 299c-1(d)(1)) is 
amended – 
 
(i) by inserting "(other than of dissemination activities)" after "evaluations", and 
 
(ii) by inserting "research, demonstration projects, or evaluations of" after "applications 
with respect to". 
 
(c) Repeal of Reports No Longer Required. -- 
 
(1) Subsection (b) of section 4043 of the Omnibus Budget Reconciliation Act of 1987 is 
repealed. 
 



(2) Subsection (c) of section 4048 of such Act is repealed. 
 
(3) Section 4049(b)(1) of such Act is amended by striking ", and shall report" and all that 
follows up to the period at the end. 
 
(4) Subsection (d) of section 4050 of such Act is repealed. 
 
(5) Section 4056(a)(1) of such Act, as redesignated by section 411(f)(14) of the Medicare 
Catastrophic Coverage Act of 1988, is amended by striking the last sentence. 
 
(6) Section 4056(b)(2) of such Act is amended by striking the second sentence. 
 
(d) Adjustment of Effective Dates. -- Effective as if included in the enactment of the 
Omnibus Budget Reconciliation Act of 1987 -- 
 
(1) section 4048(b) of such Act is amended by striking "January 1, 1989" and inserting 
"March 1, 1989", and 
 
(2) section 4049(b)(2) of such Act is amended by striking "January 1, 1989" and inserting 
"April 1, 1989". 
 
(e) Transfer of provision into title xviii. -- 
 
(1) Section 1842 of the Social Security Act (42 U.S.C. 1395u) is amended by adding at 
the end the following new subsection: 
 
"(r) The Secretary shall establish a system which provides for a unique identifier for each 
physician who furnishes services for which payment may be made under this title.". 
 
(2) Section 9202 of the Consolidated Omnibus Budget Reconciliation Act of 1985 is 
amended by striking subsection (g). 
 
Subpart B -- Payment for Other Items and Services 
 
SEC. 4021. HOSPITAL OUTPATIENT SERVICES. 
 
(a) Continuation of Reduction in Payments for Capital-Related Costs. -- Section 
1861(v)(1)(S)(ii)(I) of the Social Security Act (42 U.S.C. 1395x(v)(1)(S)(ii)(I)) is 
amended by inserting before the period at the end the following: ", by 10 percent for 
payments attributable to portions of cost reporting periods occurring during fiscal year 
1991 or 1992, by 7.5 percent for payments attributable to portions of cost reporting 
periods occurring during fiscal year 1993 or 1994, and by 5 percent for payments 
attributable to portions of cost reporting periods occurring during fiscal year 1995". 
 
(b) Reduction in Amount of Payments Otherwise Determined. -- 
 



(1) In general. -- Section 1833(a)(2)(B)(i)(I) of such Act (42 U.S.C. 1395l(a)(2)(B)(i)(I)) 
is amended by striking "services," and inserting "services (or, in the case of services 
furnished during portions of cost reporting periods beginning on or after October 1, 1990, 
other than services furnished by a hospital receiving an additional payment under section 
1886(d)(5)(F) during such cost reporting period, 95 percent of the reasonable cost of such 
services),". 
 
(2) Standard overhead amounts for ambulatory surgical centers. -- Section 1833(i)(3)(B) 
of such Act (42 U.S.C. 1395l(i)(3)(B)) is amended by inserting after clause (ii) the 
following new clause: 
 
"(iii) In determining the amount described in clause (i)(II) with respect to facility services 
furnished during portions of cost reporting periods beginning on or after October 1, 1990 
(other than services furnished by a hospital receiving an additional payment under section 
1886(d)(5)(F) during such cost reporting period), the Secretary shall reduce the standard 
overhead amount by 2.5 percent.". 
 
(c) Payments for Ambulatory Surgical Procedures. -- 
 
(1) 2-year freeze in allowance for intraocular lenses. -- Notwithstanding section 
1833(i)(2)(A)(iii) of the Social Security Act, the amount of payment determined under 
such section for an intraocular lens inserted during or subsequent to cataract surgery 
furnished to an individual in an ambulatory surgical center on or after January 1, 1991, 
and on or before December 31, 1992, shall be equal to $200. 
 
(2) Determination of fee schedules on basis of survey of costs. -- Section 1833(i)(2)(A)(i) 
of such Act (42 U.S.C. 1395l(i)(2)(A)(i)) is amended by striking the comma at the end 
and inserting the following: ", as determined in accordance with a survey (based upon a 
representative sample of procedures) taken not later than July 1, 1992, and every 5 years 
thereafter, of the actual audited costs incurred by such centers in providing such 
services,". 
 
(3) Providing for regular updates to fee schedules. -- Section 1833(i)(2) of such Act (42 
U.S.C. 1395l(i)(2)) is amended -- 
 
(A) in the second sentence of subparagraph (A) and the second sentence of subparagraph  
(B), by striking "and may be adjusted by the Secretary, when appropriate,"; and 
 
(B) by adding at the end the following new subparagraph: 
 
"(C) Notwithstanding the second sentence of subparagraph (A) or the second sentence of 
subparagraph (B), if the Secretary has not updated amounts established under such 
subparagraphs with respect to facility services furnished in a year, such amounts shall be 
increased by the percentage increase in the consumer price index for all urban consumers 
(U.S. city average) for the 12-month period ending with June of the preceding year.". 



(4) Expansion of procedures in consultation with trade organizations. -- The second 
sentence of section 1833(i)(1) of such Act (42 U.S.C. 1395l(i)(1)) is amended by striking 
the period and inserting the following: ", in consultation with appropriate trade and 
professional organizations.". 
 
(5) Effective Date. -- The amendments made by paragraph (2) shall take effect July 1, 
1991. 
 
SEC. 4022. DURABLE MEDICAL EQUIPMENT. 
 
(a) Additional 15 Percent Reduction in Payments for Seat-Lift Chairs and Transcutaneous 
Electrical Nerve Stimulators. -- Section 1834(a)(1)(D) of the Social Security Act (42 
U.S.C.1395m(a)(1)(D)) is amended by inserting before the period at the end the 
following: ", and, if furnished on or after January 1, 1991, the Secretary shall further 
reduce such payment amount (as previously reduced) by 15 percent". 
 
(b) Development and Application of National Limits on Fees. -- 
 
(1) Inexpensive and routinely purchased durable medical equipment and items requiring 
frequent and substantial servicing. -- Paragraphs (2) and (3) of section 1834(a) of such 
Act (42 U.S.C. 1395m(a)) are each amended -- 
 
(A) in subparagraph (B)(i), by striking "or" at the end; 
 
(B) by striking clause (ii) of subparagraph (B) and inserting the following: 
 
"(ii) in 1991 is the sum of (I) 67 percent of the local payment amount for the item or 
device computed under subparagraph (C)(i)(I) for 1991, and (II) 33 percent of the 
national limited payment amount for the item or device computed under subparagraph 
(C)(ii) for 1991; 
 
"(iii) in 1992 is the sum of (I) 33 percent of the local payment amount for the item or 
device computed under subparagraph (C)(i)(II) for 1992, and (II) 67 percent of the 
national limited payment amount for the item or device computed under subparagraph 
(C)(ii) for 1992; and 
 
"(iv) in 1993 and each subsequent year is the national limited payment amount for the 
item or device computed under subparagraph (C)(ii) for that year."; and (C) by adding at 
the end the following new subparagraph: 
 
"(C) Computation of local payment amount and national limited payment amount. -- For 
purposes of subparagraph (B) – 
 
"(i) the local payment amount for an item or device for a year is equal to -- 
 



"(I) for 1991, the amount specified in subparagraph (B)(i) for 1990 increased by the 
covered item increase for 1991, and 
 
"(II) for 1992, the amount determined under this clause for the preceding year increased 
by the covered item increase for 1992; and 
 
"(ii) the national limited payment amount for an item or device for a year is equal to -- 
 
"(I) for 1991 and 1992, the local payment amount determined under clause (i) for such 
item or device for that year, except that the national limited payment amount may not 
exceed 100 percent of the weighted average of all local payment amounts determined 
under such clause for such item for that year and may not be less than 85 percent of the 
weighted average of all local payment amounts determined under such clause for such 
item, and 
 
"(II) for each subsequent year, the amount determined under this clause for [*H10153] 
the preceding year increased by the covered item increase for such subsequent year.". 
 
(2) Miscellaneous items and other covered items. -- Section 1834(a)(8) of such Act (42 
U.S.C. 1395m(a)(8)) is amended -- 
 
(A) in subparagraph (A)(ii) -- 
 
(i) by striking "or" at the end of subclause (I); 
 
(ii) in subclause (II) -- 
 
(I) by striking "1991 or", and 
 
(II) by striking "the percentage increase" and all that follows through the period and 
inserting "the covered item increase for the year."; 
 
(iii) by redesignating subclause (II) as subclause (III); and 
 
(iv) by inserting after subclause (I) the following new subclause: 
 
"(II) in 1991, equal to the local purchase price computed under this clause for the 
previous year, increased by the covered item increase for 1991, and decreased by the 
percentage by which the average of the purchase prices submitted exceeds the average of 
the reasonable charges on claims paid for the item during the 6-month period ending with 
December 1986; or"; (B) by amending subparagraph (B) to read as follows: 
 
"(B) Computation of national limited purchase price. -- With respect to the furnishing of 
a particular item in a year, the Secretary shall compute a national limited purchase price – 
 



"(i) for 1991 and 1992, equal to the local purchase price computed under subparagraph 
(A)(ii) for the item for the year, except that such national limited purchase price may not 
exceed 100 percent of the weighted average of all local purchase prices for the item 
computed under such subparagraph for the year, and may not be less than 85 percent of 
the weighted average of all local purchase prices for the item computed under such 
subparagraph for the year; and 
 
"(ii) for each subsequent year, equal to the amount determined under this subparagraph 
for the preceding year increased by the covered item increase for such subsequent year."; 
 
(C) in subparagraph (C) -- 
 
(i) by striking "regional purchase price" each place it appears and inserting "national 
limited purchase price", 
 
(ii) by striking "and subject to subparagraph (D)", 
 
(iii) in clause (ii) -- 
 
(I) by striking "75" and inserting "67"; and 
 
(II) by striking "25" and inserting "33", and 
 
(iv) in clause (iii) -- 
 
(I) in subclause (I), by striking "50" and inserting "33"; and 
 
(II) in subclause (II), by striking "50" and inserting "67"; and 
 
(D) by striking subparagraph (D). 
 
(3) Oxygen and oxygen equipment. -- Section 1834(a)(9) of such Act (42 U.S.C. 
1395m(a)(9)) is amended -- 
 
(A) in subparagraph (A)(ii)(II), by striking "the percentage increase" and all that follows 
through the period and inserting "the covered item increase for the year."; 
 
(B) by amending subparagraph (B) to read as follows: 
 
"(B) Computation of national limited monthly payment rate. -- With respect to the 
furnishing of an item in a year, the Secretary shall compute a national limited monthly 
payment rate equal to -- 
 
"(i) for 1991 and 1992, the local monthly payment rate computed under subparagraph 
(A)(ii)(II) for the item for the year, except that such national limited monthly payment 
rate may not exceed 100 percent of the weighted average of all local monthly payment 



rates computed for the item under such subparagraph for the year, and may not be less 
than 85 percent of the weighted average of all local monthly payment rates computed for 
the item under such subparagraph for the year; and 
 
"(ii) for each subsequent year, equal to the amount determined under this subparagraph 
for the preceding year increased by the covered item increase for such subsequent year."; 
 
(C) in subparagraph (C) -- 
 
(i) by striking "regional monthly payment rate" each place it appears and inserting 
"national limited monthly payment rate", 
 
(ii) in clause (ii) -- 
 
(I) by striking "75" and inserting "67"; and 
 
(II) by striking "25" and inserting "33", and 
 
(iii) in clause (iii) -- 
 
(I) in subclause (I), by striking "50" and inserting "33"; and 
 
(II) in subclause (II), by striking "50" and inserting "67"; and 
 
(D) by striking subparagraph (D). 
 
(4) Definition. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)) is amended by 
adding at the end the following new paragraph: 
 
"(14) Covered item increase. -- In this subsection, the term 'covered item increase' means, 
with respect to a year, the percentage increase in the consumer price index for all urban 
consumers (U.S. city average) for the 12-month period ending with June of the previous 
year.". 
 
(5) Delay in adjustments for inherent reasonableness. -- Section 1834(a)(10)(B) of such 
Act (42 U.S.C. 1395m(a)(10)(B)) is amended by striking "1991" and inserting "1992". 
 
(6) Conforming amendment. -- Section 1834(a)(12) of such Act (42 U.S.C. 
1395m(a)(12)) is amended by striking "defined for purposes of paragraphs (8)(B) and 
(9)(B)". 
 
(c) Treatment of "Rental Cap" Items. -- 
 
(1) Limitation on monthly recognized rental amounts for miscellaneous items. -- Section 
1834(a)(7)(A)(i) of such Act (42 U.S.C. 1395m(a)(7)(A)(i)) is amended -- 
 



(A) by striking "for each such month" and inserting "for each of the first 3 months of 
such period"; and 
 
(B) by striking the semicolon at the end and inserting the following: ", and for each of the 
remaining months of such period is 7.5 percent of such purchase price;". 
 
(2) Offer of option to purchase for miscellaneous items; establishment of reasonable 
lifetime. -- Section 1834(a)(7) of such Act (42 U.S.C. 1395m(a)(7)(A)) is amended -- 
 
(A) in subparagraph (A)(i), by striking "15 months" and inserting "15 months, or, in the 
case of an item for which a purchase agreement has been entered into under clause (ii), a 
period of continuous use of longer than 13 months"; 
 
(B) in subparagraph (A)(ii) -- 
 
(i) by striking "(ii) during the succeeding 6-month period of medical need," and inserting 
"(iii) in the case of an item for which a purchase agreement has not been entered into 
under clause (ii), during the first 6-month period of medical need that follows the period 
of medical need during which payment is made under clause (i),", and 
 
(ii) by striking "and" at the end; 
 
(C) in subparagraph (A)(iii) -- 
 
(i) by striking "(iii)" and inserting "(iv) in the case of an item for which a purchase 
agreement has not been entered into under clause (ii),", and 
 
(ii) by striking the period at the end and inserting "; and"; 
 
(D) by inserting after clause (i) of subparagraph (A) the following new clause: 
 
"(ii) during the 9th continuous month during which payment is made for the rental of an 
item under clause (i), the supplier of such item shall offer the individual patient the option 
to enter into a purchase agreement under which, if the patient notifies the supplier not 
later than 1 month after the supplier makes such offer that the patient agrees to accept 
such offer and exercise such option -- 
 
"(I) the supplier shall transfer title to the item to the individual patient on the first day that 
begins after the 13th continuous month during which payment is made for the rental of 
the item under clause (i), and 
 
"(II) after the supplier transfers title to the item under subclause (I), maintenance and 
servicing payments shall be made in accordance with clause (v);";  
 
(E) by adding at the end of subparagraph (A) the following new clause: 



"(v) in the case of an item for which a purchase agreement has been entered into under 
clause (ii), after the expiration of the 6-month period beginning on the day the supplier 
transfers title to the item to the patient under clause (ii)(I), a maintenance and servicing 
payment may be made (for parts and labor not covered by the supplier's or manufacturer's 
warranty, as determined by the Secretary to be appropriate for the particular type of 
durable medical equipment) during the first month of each succeeding 6-month period, 
and the amount recognized for each such period is the amount recognized for the item for 
such period under clause (iv)."; and 
 
(F) by adding at the end the following new subparagraph: 
 
"(C) Replacement of items. -- 
 
"(i) Establishment of reasonable useful lifetime. -- The Secretary shall determine and 
establish a reasonable useful lifetime for items of durable medical equipment for which 
payment may be made under this paragraph. 
 
"(ii) Payment for replacement items. -- If the reasonable lifetime of such an item, as so 
established, has been reached during a continuous period of medical need, or the carrier 
determines that the item is lost or irreparably damaged, payment for an item serving as a 
replacement for such item may be made on a monthly basis for the rental of the 
replacement item in accordance with subparagraph (A).". 
 
(4) Treatment of power-driven wheelchairs as miscellaneous items of durable medical 
equipment. -- 
 
(A) In general. -- Section 1834(a)(2)(A) of such Act (42 U.S.C. 1395m(a)(2)(A)) is 
amended -- 
 
(i) in clause (i), by inserting "or" at the end; 
 
(ii) in clause (ii), by striking "or" at the end; and 
 
(iii) by striking clause (iii). 
 
(B) Optional treatment as customized item. -- Section 1834(a)(4) of such Act (42 U.S.C. 
1395m(a)(4)) is amended by striking "patient," and inserting "patient (including a 
customized wheelchair classified as a customized item under this paragraph pursuant to 
criteria specified by the Secretary),". 
 
(d) Freeze in Reasonable Charges for Parenteral and Enteral Nutrients, Supplies, and 
Equipment During 1991. -- In determining the amount of payment under part B of title 
XVIII of the Social Security Act for enteral and parenteral nutrients, supplies, and 
equipment furnished during 1991, the charges [*H10154] determined to be reasonable 
with respect to such nutrients, supplies, and equipment may not exceed the charges 
determined to be reasonable with respect to such items for 1990. 



(e) Requiring Prior Approval for Potentially Overused Items. -- Section 1834(a) of such 
Act (42 U.S.C. 1395m(a)), as amended by subsection (b)(4), is amended by adding at the 
end the following new paragraph: 
 
"(15) Carrier determinations of potentially overused items in advance. -- 
 
"(A) Development of list of items by secretary. -- The Secretary shall develop and 
periodically update a list of items for which payment may be made under this subsection 
that the Secretary determines, on the basis of prior payment experience, are frequently 
subject to unnecessary utilization, and shall include in such list seat-lift chairs, 
trancutaneous electrical nerve stimulators, and motorized scooters. 
 
"(B) Determinations of coverage in advance. -- A carrier shall determine in advance 
whether payment for an item included on the list developed by the Secretary under 
subparagraph (A) may not be made because of the application of section 1862(a)(1).". 
 
(f) Prohibition Against Distribution of Medical Necessity Forms by Suppliers. -- 
 
(1) In general. -- Section 1834(a) of the Social Security Act (42 U.S.C. 1395m(a)), as 
amended mby subsections (b)(4) and (e), is further amended by adding at the end the 
following new paragraph: 
 
"(16) Prohibition against distribution by suppliers of forms documenting medical 
necessity. – 
 
"(A) In general. -- A supplier of a covered item under this subsection may not distribute 
to physicians or to individuals entitled to benefits under this part for commercial purposes 
any completed or partially completed forms or other documents required by the Secretary 
to be submitted to show that a covered item is reasonable and necessary for the diagnosis 
or treatment of illness or injury or to improve the functioning of a malformed body 
member. 
 
"(B) Penalty. -- Any supplier of a covered item who knowingly and willfully distributes a 
form or other document in violation of subparagraph (A) is subject to a civil money 
penalty in an amount not to exceed $1,000 for each such form or document so distributed. 
The provisions of section 1128A (other than subsections (a) and (b)) shall apply to civil 
money penalties under this subparagraph in the same manner as they apply to a penalty or 
proceeding under section 1128A(a).". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall apply to forms and 
documents distributed on or after January 1, 1991. 
 
(g) Limiting Charges of Nonparticipating Suppliers. -- Section 1834(a) of such Act (42 
U.S.C. 1395m(a)), as amended by subsections (b)(4), (e), and (f), is further amended by 
adding at the end the following new paragraph: 
 



"(17) Limiting charges for nonparticipating suppliers. -- 
 
"(A) In general. -- In the case of covered items for which payment may be made under 
this subsection furnished on or after January 1, 1991, if a nonparticipating supplier 
furnishes the item to an individual entitled to benefits under this part, the supplier may 
not charge the individual more than the limiting charge (as defined in subparagraph (B)). 
 
"(B) Limiting charge defined. -- In subparagraph (A), the term 'limiting charge' means, 
with respect to an item furnished -- 
 
"(i) in 1991, 125 percent of the payment amount specified for the item under this 
subsection, 
 
"(ii) in 1992, 120 percent of the payment amount specified for the item under this 
subsection, and 
 
"(iii) in a subsequent year, 115 percent of the payment amount specified for the item 
under this subsection. 
 
"(C) Enforcement. -- If a supplier knowingly and willfully bills in violation of 
subparagraph (A), the Secretary may apply sanctions against such supplier in accordance 
with section 1842(j)(2) in the same manner as such sanctions may apply to a physician.". 
 
(h) Recertification for Certain Patients Receiving Home Oxygen Therapy Services. -- 
 
(1) In general. -- Section 1834(a)(5) of such Act (42 U.S.C. 1395m(a)(5)) is amended -- 
 
(A) in subparagraph (A), by striking "(B) and (C)" and inserting "(B), (C), and (E)"; and 
 
(B) by adding at the end the following new subparagraph: 
 
"(E) Recertification for patients receiving home oxygen therapy. -- In the case of a patient 
receiving home oxygen therapy services who, at the time such services are initiated, has 
an initial arterial blood gas value at or above a partial pressure of 55 or an arterial oxygen 
saturation at or above 89 percent, no payment may be made under this part for such 
services after the expiration of the 60-day period that begins on the date the patient first 
receives such services unless the patient's attending physician certifies that, on the basis 
of a follow-up test of the patient's arterial blood gas value or arterial oxygen saturation 
conducted during the final 15 days of such 60-day period, there is a medical need for the 
patient to continue to receive such services.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to patients who 
first receive home oxygen therapy services on or after January 1, 1991. 
 
(i) Study of Separate Fee Schedules for Certain Suppliers of Prosthetic Devices, 
Orthotics, and Prosthetics. -- 



(1) Study. -- The Secretary of Health and Human Services shall conduct a study of the 
feasibility and desirability of establishing a separate fee schedule for use in determining 
the amount of payments for covered items under section 1834(a) of the Social Security 
Act with respect to suppliers of prosthetic devices, orthotics, and prosthetics who provide 
professional services that would take into account the costs to such providers of 
providing such services. 
 
(2) Report. -- By not later than 1 year after the date of the enactment of this Act, the 
Secretary shall submit to Congress a report on the study conducted under paragraph (1). 
 
(j) Technical Corrections. -- Effective as if included in the enactment of the Omnibus 
Budget Reconciliation Act of 1987, section 4062(e) of such Act is amended -- 
 
(1) by inserting "(other than oxygen and oxygen equipment)" after "covered items", and 
 
(2) by inserting before the period at the end the following: "and to oxygen and oxygen 
equipment furnished on or after June 1, 1989". 
 
(k) Effective Date. -- Except as provided in subsections (f)(2), (h)(2), and (j), the 
amendments made by this section shall apply to items furnished on or after January 1, 
1991. 
 
SEC. 4023. CLINICAL DIAGNOSTIC LABORATORY TESTS. 
 
(a) Reduction in National Cap on Fee Schedules. -- 
 
(1) In general. -- Section 1833(h)(4)(B) of the Social Security Act (42 U.S.C. 
1395l(h)(4)(B)) is amended -- 
 
(A) in clause (ii), by striking "and" at the end; 
 
(B) in clause (iii) -- 
 
(i) by inserting "and before January 1, 1991," after "1989,", and 
 
(ii) by striking the period at the end and inserting ", and"; and 
 
(C) by adding at the end the following new clause: 
 
"(iv) after December 31, 1990, is equal to 85 percent of the median of all the fee 
schedules established for that test for that laboratory setting under paragraph (1).". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to tests 
furnished on or after January 1, 1991. 
 



(b) Clarification of Mandatory Assignment for Tests Performed by a Physician Office 
Laboratory. -- 
 
(1) In general. -- (A) Section 1833(h)(5)(C) of such Act (42 U.S.C. 1395l(h)(5)(C)) is 
amended by striking "performed by a laboratory other than a rural health clinic" and 
inserting "(other than a test performed by a rural health clinic)". 
 
(B) Section 1833(h)(5)(A)(ii)(III) of such Act (42 U.S.C. 1395l(i)(5)(A)(iii)) is amended 
by striking "laboratory," and inserting "laboratory (but not including a laboratory 
described in subclause (II)),". 
 
(C) Section 6111(b)(2) of the Omnibus Budget Reconciliation Act of 1989 is amended by 
striking "January 1, 1990" and inserting "May 1, 1990". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall take effect as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
(c) Technical Corrections. -- 
 
(1)(A) Section 1833(h)(5)(A)(ii) of such Act (42 U.S.C. 1395l(h)(5)(A)(ii)) is amended -- 
 
(i) in subclause (II), by striking "a wholly-owned subsidiary of" and inserting "wholly 
owned by"; and 
 
(ii) in subclause (III), by striking "submits bills or requests for payment in any year" and 
inserting "receives requests for testing during the year in which the test is performed". 
 
(B) The amendments made by subparagraph (A) shall take effect January 1, 1991. 
 
(2) The heading of section 1846 of such Act is amended by striking "of" and inserting 
"or". 
 
(3) Section 9339(b) of the Omnibus Budget Reconciliation Act of 1986 is amended by 
striking paragraph (3). 
 
SEC. 4024. COVERAGE OF NURSE PRACTITIONERS IN RURAL AREAS. 
(a) In General. -- Section 1861(s)(2)(K) of the Social Security Act (42 U.S.C. 
1395x(s)(2)(K)) is amended -- 
 
(1) in clause (ii), by striking "and" at the end; 
 
(2) in clause (iii), by striking "(i) or (ii)" and inserting "(i), (ii), or (iii)"; 
 
(3) by redesignating clause (iii) as clause (iv); and 
 
(4) by inserting after clause (ii) the following new clause: 



"(iii) services which would be physicians' services if furnished by a physician (as defined 
in subsection (r)(1)) and which are performed by a nurse practitioner or clinical nurse 
specialist (as defined in subsection (aa)(3)) working in collaboration (as defined in 
subsection (aa)(4)) with a physician (as defined in subsection (r)(1)) in a rural area (as 
defined in section 1886(d)(2)(D)) which the nurse practitioner or clinical nurse specialist 
is authorized to perform by the State in which the services are performed, and". 
 
(b) Payment. -- 
 
(1) Direct payment. -- Section 1832(a)(2)(B) of such Act (42 U.S.C. 1395k(a)(2)(B)) is 
amended – 
 
(A) in clause (ii), by striking "and" at the end; 
 
[*H10155] (B) in clause (iii), by striking the semicolon and inserting a comma; and 
 
(C) by adding at the end the following new clause: 
 
"(iv) services of a nurse practitioner or clinical nurse specialist provided in a rural area 
(as defined in section 1886(d)(2)(D)); and". 
 
(2) Amount. -- Section 1833(a)(1) of such Act (42 U.S.C. 1395l(a)(1)) is amended -- 
 
(A) by striking "and" at the end of subparagraph (K); and 
 
(B) by inserting after subparagraph (L) the following new subparagraph: "(M) with 
respect to services described in section 1861(s)(2)(K)(iii) (relating to nurse practitioner or 
clinical nurse specialist services provided in a rural area), the amounts paid shall be 80 
percent of the lesser of the actual charge or the prevailing charge that would be 
recognized (or, for services furnished on or after January 1, 1992, the fee schedule 
amount provided under section 1848, as the case may be) if the services had been 
performed by a physician (subject to the limitation described in subsection (r)(2)), and".  
 
(3) Cap on prevailing charge; billing only on assignment-related basis. -- Section 1833 of 
such Act (42 U.S.C. 1395l) is amended by adding at the end the following new 
subsection: 
 
"(r)(1) With respect to services described in section 1861(s)(2)(K)(iii) (relating to nurse 
practitioner or clinical nurse specialist services provided in a rural area), payment may be 
made on the basis of a claim or request for payment presented by the nurse practitioner or 
clinical nurse specialist furnishing such services, or by a hospital, rural primary care 
hospital, physician, group practice, ambulatory surgical center, or rural health clinic with 
which the nurse practitioner or clinical nurse specialist has an employment or contractual 
relationship that provides for payment to be made under this part for such services to 
such hospital, physician, group practice, ambulatory surgical center, or rural health clinic. 



"(2)(A) For purposes of subsection (a)(1)(M), the prevailing charge for services described 
in section 1861(s)(2)(K)(iii) may not exceed the applicable percentage (as defined in 
subparagraph(B)) of the prevailing charge rate determined for such services performed by 
physicians who are not specialists. 
 
"(B) In subparagraph (A), the term 'applicable percentage' means -- 
 
"(i) 75 percent in the case of services performed in a hospital, and 
 
"(ii) 85 percent in the case of other services. 
 
"(3)(A) Payment under this part for services described in section 1861(s)(2)(K)(iii) may 
be made only on an assignment-related basis, and any such assignment agreed to by a 
nurse practitioner or clinical nurse specialist shall be binding upon any other person 
presenting a claim or request for payment for such services. 
 
"(B) Except for deductible and coinsurance amounts applicable under this section, any 
person who knowingly and willfully presents, or causes to be presented, to an individual 
enrolled under this part a bill or request for payment for services described in section 
1861(s)(2)(K)(iii) in violation of subparagraph (A) is subject to a civil money penalty of 
not to exceed $2,000 for each such bill or request. The provisions of section 1128A (other 
than subsections (a) and (b)) shall apply to a civil money penalty under the previous 
sentence in the same manner as such provisions apply to a penalty or proceeding under 
section 1128A(a). 
 
"(4) No hospital or rural primary care hospital that presents a claim or request for 
payment under this part for services described in section 1861(s)(2)(K)(iii) may treat any 
uncollected coinsurance amount imposed under this part with respect to such services as 
a bad debt of such hospital for purposes of this title.". 
 
(c) Conforming Amendment. -- Section 1842(b) of such Act (42 U.S.C. 1395u(b)) is 
amended by striking "section 1861(s)(2)(K)" each place it appears in paragraphs (6) and 
(12) and inserting "clauses (i) and (ii) of section 1861(s)(2)(K)". 
 
(d) Definition. -- Section 1861(aa)(3) of the Social Security Act (42 U.S.C. 1395x(aa)(3)) 
is amended by striking "The term" and all that follows through "who performs" and 
inserting the following: "The term 'physician assistant', the term 'nurse practitioner', and 
the term 'clinical nurse specialist' mean, for purposes of this Act, a physician assistant, 
nurse practitioner, or clinical nurse specialist who performs". 
 
(e) Effective Date. -- The amendments made by this section shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 4025. CLARIFYING COVERAGE OF EYEGLASSES PROVIDED WITH 
INTRAOCULAR LENSES FOLLOWING CATARACT SURGERY. 



(a) Coverage as a Prosthetic Device. -- Section 1861(s)(8) of the Social Security Act (42 
U.S.C. 1395x(s)(8)) is amended by inserting before the semicolon at the end the 
following: "and including corrective eyeglasses provided with intraocular lenses 
following cataract surgery (but not including replacement for such eyeglasses)". 
 
(b) Clarification of Exclusion. -- Section 1862(a)(7) of such Act (42 U.S.C. 1395y(a)(7)) 
is amended by inserting "(other than eyeglasses described in section 1861(s)(8))" after 
"eyeglasses" the first place it appears. 
 
(c) Effective Date. -- The amendments made by this section shall apply to items and 
services furnished before, on, or after the date of the enactment of this Act. 
 
SEC. 4026. COVERAGE OF INJECTABLE DRUGS FOR TREATMENT OF 
OSTEOPOROSIS. 
 
(a) In General. -- Section 1861 of the Social Security Act (42 U.S.C. 1395x) is amended -
- 
 
(1) in subsection (s)(2) -- 
 
(A) by striking "and" at the end of subparagraph (M), 
 
(B) by inserting "and" at the end of subparagraph (N), and 
 
(C) by inserting after subparagraph (N) the following new subparagraph: 
 
"(O) a covered osteoporosis drug and its administration (as defined in subsection (jj)) 
furnished on or after January 1, 1991, and on or before December 31, 1992; and"; and 
 
(2) by inserting after subsection (ii) the following new subsection: 
 
"COVERED OSTEOPOROSIS DRUG 
 
"(jj) The term 'covered osteoporosis drug' means an injectable drug approved for the 
treatment of a bone fracture related to post-menopausal osteoporosis provided to a patient 
if, in accordance with regulations promulgated by the Secretary -- 
 
"(1) the patient's attending physician certifies that the patient is unable to learn the skills 
needed to self-administer such drug or is otherwise physically or mentally incapable of 
self-administering such drug; and 
 
"(2) the patient meets the requirements for coverage of home health services described in 
section 1814(a)(2)(C).". 
 
(b) Study of Effects of Coverage. -- 



(1) In general. -- The Secretary of Health and Human Services shall conduct a study 
analyzing the effects of coverage of osteoporosis drugs under part B of title XVIII of the 
Social Security Act (as amended by subsection (a)) on patient health and the utilization of 
inpatient hospital and extended care services. 
 
(2) Report. -- By not later than March 1, 1992, the Secretary shall submit a report to 
Congress on the study conducted under paragraph (1), and shall include in such report 
such recommendations regarding expansion of coverage under the medicare program of 
items and services for individuals with post-menopausal osteoporosis as the Secretary 
considers appropriate. 
 
SEC. 4027. CONDITIONS FOR CATARACT SURGERY ALTERNATIVE PAYMENT 
DEMONSTRATION PROJECT. 
 
In carrying out any demonstration project to evaluate the effectiveness of alternative 
methods of payment for cataract surgery under title XVIII of the Social Security Act, the 
Secretary of Health and Human Services -- 
 
(1) may not select providers to participate in such demonstration project solely on the 
basis of the number of cataract surgeries performed; 
 
(2) shall monitor the quality of services provided under such demonstration project; and 
 
(3) shall develop criteria for the selection of providers to participate in such 
demonstration project in consultation with physicians specializing in the care and 
treatment of conditions of the eyes. 
 
Subpart C -- Miscellaneous Provisions 
 
SEC. 4031. MEDICARE CARRIER NOTICE TO STATE MEDICAL BOARDS. 
 
(a) In General. -- Section 1842(b)(3) of the Social Security Act (42 U.S.C. 1395u(b)(3)) 
is amended by inserting after subparagraph (H) the following new subparagraph: 
 
"(I) will refer cases of physician unethical or unprofessional conduct to the State medical 
board or boards responsible for the licensing of the physician involved;". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to cases of 
unethical or unprofessional conduct that a carrier becomes aware of more than 60 days 
after the date of the enactment of this Act. The Secretary of Health and Human Services 
shall provide for such modification of contracts under section 1842 of the Social Security 
Act as may be necessary to incorporate the additional requirement imposed by the 
amendment made by subsection (a) on a timely basis. 
 
SEC. 4032. TECHNICAL AND MISCELLANEOUS PROVISIONS RELATING TO 
PART B. 



(a) Section 1833(o)(2)(D) of the Social Security Act (42 U.S.C. 1395l(o)(2)(D)) is 
amended by striking "one (or more, as specified by the Secretary) pairs" and inserting 
"one pair (or more pairs, as specified by the Secretary)". 
 
(b) Section 1839(a)(4) of such Act (42 U.S.C. 1395r(a)(4)) is amended by striking 
"which" after "age 65" the second place it appears. 
 
(c) Section 1842(b)(3) of such Act (42 U.S.C. 1395u(b)(3)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (H), 
 
(2) by inserting "and" at the end of subparagraph (I), and 
 
(3) by redesignating subparagraph (L) as subparagraph (J). 
 
(d) Section 1861(s)(2)(B) of such Act (42 U.S.C. 1395x(s)(2)(B)) is amended by striking 
"and partial hospital services incident to such services" and by inserting "and partial 
hospitalization services" after "hospital services". 
 
(e) Section 1861(ii) of such Act (42 U.S.C. 1395x(ii)) is amended -- 
[*H10156] (1) by inserting "furnished by a clinical psychologist (as defined by the 
Secretary)" after "means such services", and 
 
(2) by striking "his service furnished by a clinical psychologist (as defined by the 
Secretary)" and inserting "such services". 
 
PART 2 -- PROVISIONS RELATING TO PARTS A AND B 
 
Subpart A -- Peer Review Organizations 
 
SEC. 4101. PRO COORDINATION WITH CARRIERS. 
 
(a) In General. -- Section 1154 of the Social Security Act (42 U.S.C. 1320c-3) is 
amended by adding at the end the following new subsection: 
 
"(g) In carrying out coordinating activities under subsection (a)(10)(A) with carriers 
under section 1842, each organization shall provide, in a manner specified by the 
Secretary, for -- 
 
"(1) information exchange in accordance with specifications of the Secretary, 
 
"(2) development of common utilization and quality review claim edits and specific 
medical review criteria used to identify individual claims for review, and 
 



"(3) collaboration on the analysis of utilization trends and on the results of medical 
reviews and collaboration on the development of claim edit standards and review 
criteria.". 
 
(b) Carrier Coordination. -- Section 1842(b)(3) of such Act (42 U.S.C. 1395u(b)(3)) is 
amended by inserting after subparagraph (H) the following new subparagraph: 
 
"(I) will coordinate its activities with those of utilization and quality control peer review 
organizations, in the manner specified by the Secretary in order to carry out section 
1154(g); and". 
 
(c) Report. -- By not later than January 1, 1992, the Secretary of Health and Human 
Services shall submit a report to the Committees on Ways and Means and Energy and 
Commerce of the House of Representatives and the Committee on Finance of the Senate 
on the implementation of the amendments made by this section. 
 
SEC. 4102. CONFIDENTIALITY OF PEER REVIEW DELIBERATIONS. 
 
(a) In General. -- Section 1160(d) of the Social Security Act (42 U.S.C. 1320c-9(d)) is 
amended by adding at the end the following: "No document or other information 
produced by such an organization in connection with its deliberations in making 
determinations under section 1154(a)(1)(B) or 1156(a)(2) shall be subject to subpena or 
discovery in any administrative or civil proceeding; except that such an organization shall 
provide, upon request of a practitioner or other person adversely affected by such a 
determination, a summary of the organization's findings and conclusions in making the 
determination.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to all 
proceedings as of the date of the enactment of this Act. 
 
SEC. 4103. ROLE OF PEER REVIEW ORGANIZATIONS IN REVIEW OF 
HOSPITAL TRANSFERS. 
 
(a) In General. -- Section 1867(d) of the Social Security Act (42 U.S.C. 1395dd(d)) is 
amended by adding at the end the following new paragraph: 
 
"(4) Consultation with peer review organizations. -- 
 
"(A) In general. -- In considering allegations concerning violations of the requirements of 
this section in imposing sanctions under paragraph (1) or (2) in cases in which the 
concerns described in subparagraph (B) are raised, the Secretary shall request the 
appropriate utilization and quality control peer review organization (with a contract under 
part B of title XI) to review the medical condition of the individual involved and provide 
a report concerning its findings and professional opinions with respect to such concerns. 
Except in the case in which a delay would immediately jeopardize the health or safety of 
individuals, the Secretary shall request such a review before effecting a sanction under 



paragraph (1) or paragraph (2) and shall provide a period of at least 60 days for such 
review. 
 
"(B) Concerns. -- The concerns described in this subparagraph are -- 
 
"(i) whether the individual had an emergency medical condition which had not been 
stabilized, and 
 
"(ii) if the individual was transferred, (I) whether, based upon the information available at 
the time of the transfer, the medical benefits reasonably expected from the provision of 
appropriate medical treatment at another medical facility outweighed the increased risks 
to the individual (and, in the case of labor, to the unborn child) from effecting the 
transfer, and (II) whether the transfer was an appropriate transfer (as defined in 
subsection (c)(2)).". 
 
(b) Conforming Amendment. -- Section 1154(a) of such Act (42 U.S.C. 1320c-4(a)) is 
amended by adding at the end the following new paragraph: 
 
"(16) The organization shall provide for a review and report to the Secretary when 
requested by the Secretary under section 1867(d)(4)(A). The organization shall provide 
reasonable notice of the review to the physician and hospital involved. Within the time 
period permitted by the Secretary, the organization shall provide a reasonable opportunity 
for discussion with the physician and hospital involved, and an opportunity for the 
physician and hospital to submit additional information, before issuing its report to the 
Secretary under such section.". 
 
(c) Effective Date. -- The amendment made by subsection (a) shall take effect on the first 
day of the first month beginning more than 60 days after the date of the enactment of this 
Act. The amendment made by subsection (b) shall apply to contracts under part B of title 
XI of the Social Security Act as of the first day of the first month beginning more than 60 
days after the date of the enactment of this Act. 
 
SEC. 4104. PEER REVIEW NOTICE. 
 
(a) Requirement. -- Section 1154(a)(9) of the Social Security Act (42 U.S.C. 1320c-
3(a)(9)) is amended -- 
 
(1) by inserting "(A)" after "(9)", and 
 
(2) by adding at the end the following: 
 
"(B) The organization shall notify the State board or boards responsible for the licensing 
or disciplining of any physician when the organization submits a report and 
recommendations to the Secretary with respect to such physician under section 
1156(b)(1).". 
 



(b) Disclosure. -- Section 1160(b)(1) of such Act (42 U.S.C. 1320c-9(b)(1)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (B), 
 
(2) by adding "and" at the end of subparagraph (C), and 
 
(3) by adding at the end the following new subparagraph: 
 
"(D) to provide notice to the State medical board in accordance with section 
1154(a)(9)(B) when the organization submits a report and recommendations to the 
Secretary under section 1156(b)(1) with respect to a physician whom the board is 
responsible for licensing;". 
 
(c) Effective Date. -- The amendments made by this section shall apply to notices of 
proposed sanctions issued more than 60 days after the date of the enactment of this Act. 
 
SEC. 4105. NOTICE TO STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS 
TAKEN. 
 
(a) In General. -- Section 1156(b) of the Social Security Act (42 U.S.C. 1320c-5(b)) is 
amended by adding at the end the following new paragraph: 
 
"(6) When the Secretary effects an exclusion of a physician under paragraph (2), the 
Secretary shall notify the State board responsible for the licensing of the physician of the 
exclusion.". 
 
(b) Effective Date. -- The amendments made by this section shall apply to sanctions 
effected more than 60 days after the date of the enactment of this Act. 
 
SEC. 4106. TREATMENT OF OPTOMETRISTS AND PODIATRISTS. 
 
(a) In General. -- Section 1154 of the Social Security Act (42 U.S.C. 1320c-3) is 
amended -- 
 
(1) in subsection (a)(7)(A)(i), by inserting ", optometry, or podiatry" after "dentistry"; and 
 
(2) in subsection (c), by striking "or dentistry" each place it appears and inserting 
"dentistry, optometry, or podiatry". 
 
(b) Effective Date. -- The amendments made by paragraph (1) shall apply to contracts 
entered into or renewed on or after the date of the enactment of this Act. 
 
Subpart B -- Other Provisions 
 
SEC. 4121. EXTENSION OF SECONDARY PAYOR PROVISIONS. 
 



(a) Extension of Renal Disease Period From 12 to 18 Months. -- Section 1862(b)(1)(C) of 
the Social Security Act (42 U.S.C. 1395y(b)(1)(C)) is amended by striking "12-month 
period" each place it appears and inserting "18-month period". 
 
(b) Elimination of Sunset for Transfer of Data Provision. -- Section 1862(b)(5)(C) of such 
Act (42 U.S.C. 1395y(b)(5)(C)) is amended by striking clause (iii). 
 
(c) Elimination of Sunset on Application to Disabled Beneficiaries. -- 
 
(1) In general. -- Section 1862(b)(1)(B) of such Act (42 U.S.C. 1395y(b)(1)(B)) is 
amended -- 
 
(A) in clause (i), by striking "(iv)(II)" and "(iv)(I)" and inserting "(iii)(II)" and "(iii)(I)", 
respectively, 
 
(B) by striking clause (iii), and 
 
(C) by redesignating clause (iv) as clause (iii). 
 
(2) Conforming amendments. -- Paragraphs (1), (2), and (3)(B) of section 1837(i) of such 
Act (42 U.S.C. 1395p(i)) and section 1839(b) of such Act (42 U.S.C. 1395r(b)) are each 
amended by striking "1862(b)(1)(B)(iv)" and inserting "1862(b)(1)(B)(iii)". 
 
(d) Effective Dates. -- 
 
(1) The amendment made by subsection (a) shall apply to group health plans for plan 
years beginning on or after January 1, 1991. 
 
(2) The amendments made by subsections (b) and (c) shall take effect on the date of the 
enactment. 
 
SEC. 4122. HEALTH MAINTENANCE ORGANIZATIONS. 
 
(a) Permitting Retroactive Enrollment of Certain Retirees. -- 
 
(1) In general. -- Section 1876(c)(3)(B) of the Social Security Act (42 U.S.C. 
1395mm(c)(3)(B)) is amended -- 
 
(A) by inserting "(i)" after "(B)", and 
 
(B) by adding at the end the following new clauses: 
 
"(ii) Regulations under clause (i) shall provide that, in the case of an individual who, at 
the time of retirement from employment, is enrolled with an eligible organization (which 
has a risksharing contract under this section) under a health benefit plan operated, 
sponsored, or contributed to, by the individual's employer or former employer, the 



enrollment may be made effective [*H10157] as of the first month of such retirement if 
such enrollment occurs not later than 3 months after the date of the retirement. 
 
"(iii) Such regulations shall provide that, in the case of an individual who, at the time the 
individual's spouse retires from employment, is enrolled with an eligible organization 
(which has a risk-sharing contract under this section) under a health benefit plan 
operated, sponsored, or contributed to, by the employer or former employer of the 
individual's spouse, the enrollment may be made effective as of the first month of such 
retirement if such enrollment occurs not later than 3 months after the date of the 
retirement of the individual's spouse.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall take effect on the date 
of the enactment of this Act. 
 
(b) Prohibiting Certain Employer Marketing Activities. -- 
 
(1) In general. -- Section 1862(b)(3) of such Act (42 U.S.C. 1395y(b)(3)) is amended by 
adding at the end the following new subparagraph: 
 
"(C) Prohibition of financial incentives not to enroll in a group health plan. -- It is 
unlawful for an employer or other entity to offer any financial or other incentive for an 
individual not to enroll (or to terminate enrollment) under a group health plan which 
would (in the case of such enrollment) be a primary plan (as defined in paragraph (2)(A)), 
unless such incentive is also offered to all individuals who are eligible for coverage under 
the plan. Any entity that violates the previous sentence is subject to a civil money penalty 
of not to exceed $5,000 for each such violation. The provisions of section 1128A (other 
than the first sentence of subsection (a) and other than subsection (b)) shall apply to a 
civil money penalty under the previous sentence in the same manner as such provisions 
apply to a penalty or proceeding under section 1128A(a).". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall apply to incentives 
offered on or after the date of the enactment of this Act. 
 
(c) Patient's Right to Participate in and Direct Health Care Decisions. -- 
 
(1) Requirement for eligible organizations. -- Section 1876(c) of the Social Security Act 
(42 U.S.C. 1395mm(c)) is amended -- 
 
(A) in subsection (c), by adding at the end the following new paragraph: 
 
"(8) A contract under this section shall provide that the eligible organization shall meet 
the requirement of subsection (k) (relating to maintaining written policies and procedures 
respecting advance directives).", and 
 
(B) by adding at the end the following new subsection: 
 



"(k)(1) For purposes of subsection (c)(8), the requirement of this subsection is that an 
eligible organization maintain written policies and procedures with respect to all adult 
individuals receiving medical care by or through the organization -- 
 
"(A) to provide written information to each such individual concerning -- 
 
"(i) an individual's rights under State law (whether statutory or as recognized by the 
courts of the State) to make decisions concerning such medical care, including the right 
to accept or refuse medical or surgical treatment and the right to formulate advance 
directives (as defined in paragraph (3)), and 
 
"(ii) the written policies of the organization respecting the implementation of such rights; 
 
"(B) to document in the individual's medical record whether or not the individual has 
executed an advance directive; 
 
"(C) not to condition the provision of care or otherwise discriminate against an individual 
based on whether or not the individual has executed an advance directive; 
 
"(D) to ensure compliance with requirements of State law respecting advance directives 
at facilities of the organization; and 
 
"(E) to provide (individually or with others) for education for staff and the community on 
issues concerning advance directives. Subparagraph (C) shall not be construed as 
requiring the provision of care which conflicts with an advance directive. 
 
"(2) The written information described in paragraph (1)(A) shall be provided to an adult 
individual at the time of enrollment of the individual with the organization. 
 
"(3) In this subsection, the term 'advance directive' means a written instruction, such as a 
living will or durable power of attorney for health care, recognized under State law and 
relating to the provision of such care when the individual is incapacitated.". 
 
(2) Application to other prepaid organizations. -- Section 1833 of such Act (42 U.S.C. 
1395l) is amended by adding at the end the following new subsection: 
 
"(r) The Secretary may not provide for payment under subsection (a)(1)(A) with respect 
to an organization unless the organization provides assurances satisfactory to the 
Secretary that the organization meets the requirement of section 1876(k) (relating to 
maintaining written policies and procedures respecting advance directives).". 
 
(3) Effective date. -- The amendments made by this subsection shall apply to contracts 
under section 1876 of the Social Security Act and payments under section 1833(a)(1)(A) 
of such Act as of first day of the first month beginning more than 1 year after the date of 
the enactment of this Act. 
 



SEC. 4123. DEMONSTRATION PROJECT FOR PROVIDING STAFF ASSISTANTS 
TO HOME DIALYSIS PATIENTS. 
 
(a) Establishment. -- Not later than 6 months after the date of the enactment of this Act, 
the Secretary of Health and Human Services shall establish and carry out a demonstration 
project to determine whether the services of a home dialysis aide providing medical 
assistance to a patient during hemodialysis treatment at the patient's home may be 
covered under the medicare program in a cost-effective manner that ensures patient 
safety. 
 
(b) Payments to Participating Providers and Facilities. -- 
 
(1) Services for which payment may be made. -- Under the demonstration project 
established under subsection (a), the Secretary shall make payments for 2 years under 
title XVIII of the Social Security Act to a provider of services (other than a skilled 
nursing facility) or a renal dialysis facility located in an urban area and to a provider of 
services (other than a skilled nursing facility) or a renal dialysis facility located in a rural 
area for services of a qualified home dialysis aide providing medical assistance to an 
individual described in subsection (c) during hemodialysis treatment at the individual's 
home in an amount determined under paragraph (2). 
 
(2) Amount of payment. -- (A) Subject to subparagraph (B), payment to a provider of 
services or renal dialysis facility participating in the demonstration project established 
under subsection (a) for the services described in paragraph (1) shall be equal to a rate 
prospectively determined by the Secretary and shall be made on a per treatment basis. 
 
(B) The per treatment amount of payment made under the demonstration project for 
services provided to a patient may not exceed the amount of payment that would be made 
under title XVIII of the Social Security Act for ambulance service provided to the patient 
for transportation to and from the provider of services or renal dialysis facility. 
 
(c) Individuals Eligible to Receive Services Under Project. -- An individual may receive 
services from a provider of services or renal dialysis facility participating in the 
demonstration project if –  
 
(1) the individual is an end stage renal disease patient entitled to benefits under title 
XVIII of the Social Security Act; 
 
(2) the individual's attending physician certifies that the individual suffers from a 
permanent, serious medical condition (as specified by the Secretary) that precludes travel 
to and from a provider of services or renal dialysis facility; and 
 
(3) no family member or other individual is available or able to provide such assistance to 
the individual. 
 



(d) Qualifications for Home Dialysis Aides. -- For purposes of subsection (b), a home 
dialysis aide is qualified if the aide -- 
 
(1) meets requirements developed by the Secretary for home dialysis aides providing 
medical assistance during hemodialysis treatment at an individual patient's home; or 
 
(2) meets any applicable standards established by the State in which the aide is providing 
such assistance. 
 
(e) Report. -- Not later than 6 months after the expiration of the demonstration project 
established under subsection (a), the Secretary shall submit to Congress a report on the 
results of the project, and shall include in such report recommendations regarding 
appropriate eligibility criteria and cost-control mechanisms for medicare coverage of the 
services of a home dialysis aide providing medical assistance to a patient during 
hemodialysis treatment at the patient's home. 
 
(f) Authorization of Appropriations. -- There are authorized to be appropriated not more 
than $2,000,000 to carry out the demonstration project established under subsection (a). 
 
SEC. 4124. EXTENSION OF REPORTING DEADLINE FOR ALZHEIMER'S 
DISEASE DEMONSTRATION PROJECT. 
 
Section 9342(d)(2) of the Omnibus Budget Reconciliation Act of 1986 is amended by 
striking "upon completion" and inserting "not later than 1 year after completion". 
 
SEC. 4125. MISCELLANEOUS TECHNICAL CORRECTIONS. 
 
Effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 
1987, section 1891(a)(3)(D)(iii) of the Social Security Act (42 U.S.C. 
1395bbb(a)(3)(D)(iii)) is amended -- 
 
(1) by inserting ", within the previous 2 years," after "which has been determined"; and 
 
(2) by striking "the requirements specified in or pursuant to section 1861(o) or subsection 
(a) within the previous 2 years" and inserting "(I) subparagraph (A), (B), or (C), or (II) 
has been subject to an extended (or partial extended) survey under subsection (c)(2)(D)". 
 
PART 3 -- PROVISIONS RELATING TO BENEFICIARIES 
 
SEC. 4201. PART B PREMIUM. 
 
(a) $1 Increase in Premium for 1991. -- Notwithstanding any other provision of law, but 
subject to subsections (b) and (f) of section 1839 of the Social Security Act, the amount 
of the monthly premium under such section, applicable for individuals enrolled under 
part B of title XVIII of such title for 1991, shall be increased by $1 above the amount of 
such premium otherwise determined under section 1839(a)(3) of such Act. 



[*H10158] (b) Premium for Years 1992 Through 1995. -- Section 1839(e) of the Social 
Security Act (42 U.S.C. 1395r(e)) is amended -- 
 
(1) in paragraph (1), by inserting "and for each month after December 1991 and prior to 
January 1996" after "January 1991", and 
 
(2) in paragraph (2), by striking "1991" and inserting "1996". 
 
SEC. 4202. PART B DEDUCTIBLE. 
 
Effective beginning with 1991, section 1833(b) of the Social Security Act (42 U.S.C. 
1395l) is amended by striking "$75" and inserting "$100". 
 
PART 4 -- STANDARDS FOR MEDICARE SUPPLEMENTAL INSURANCE 
POLICIES 
 
SEC. 4301. SIMPLIFICATION OF MEDICARE SUPPLEMENTAL POLICIES. 
 
(a) In General. -- Section 1882 of the Social Security Act (42 U.S.C. 1395ss) is amended 
-- 
 
(1) in subsection (b)(1)(B), by striking "through (4)" and inserting "through (5)"; 
 
(2) in subsection (c) -- 
 
(A) by striking "and" at the end of paragraph (3), 
 
 
(B) by striking the period at the end of paragraph (4) and inserting "; and", and 
 
(C) by inserting after paragraph (4) the following new paragraph: 
 
"(5) meets the requirements of subsection (o)."; and 
 
(3) by adding at the end the following new subsections: 
 
"(o) The requirements of this subsection are as follows: 
 
"(1)(A) Each medicare supplemental policy shall provide for coverage of a group of 
benefits consistent with subsection (p)(1). 
 
"(B) If the medicare supplemental policy provides for coverage of a group of benefits 
other than the core group of basic benefits described in subsection (p)(2)(B), the issuer of 
the policy must make available to the individual a medicare supplemental policy with 
only such core group of basic benefits. 
 



"(C) The issuer of the policy has provided, before the sale of the policy, a summary 
information sheet which describes -- 
 
"(i) the benefits and premium under the policy, and 
 
"(ii) the average ratio of benefits provided to premiums collected for the most recent 3-
year period in which the policy is in effect (or, for a policy that has not been in effect for 
3 years, the average ratio of benefits provided to premiums collected that is expected 
during the 3rd year of the policy).  
 
Such summary information shall be on a standard form approved by the State (in 
consultation with the Secretary) consistent with the subsection (d)(3)(D). 
 
"(2)(A) Each medicare supplemental policy shall be guaranteed renewable and -- 
 
"(i) the issuer may not cancel or nonrenew the policy solely on the ground of health status 
of the individual; and 
 
"(ii) the issuer shall not cancel or nonrenew the policy for any reason other than 
nonpayment of premium or material misrepresentation. 
 
"(B) If the medicare supplemental policy is terminated by the group policyholder and is 
not replaced as provided under subparagraph (D), the issuer shall offer certificateholders 
an individual medicare supplemental policy which (at the option of the certificateholder) 
– 
 
"(i) provides for continuation of the benefits contained in the group policy, or 
 
"(ii) provides for such benefits as otherwise meets the requirements of this section. 
 
"(C) If an individual is a certificateholder in a group medicare supplemental policy and 
the individual terminates membership in the group, the issuer shall -- 
 
"(i) offer the certificateholder the conversion opportunity described in subparagraph (B), 
or 
 
"(ii) at the option of the group policyholder, offer the certificateholder continuation of 
coverage under the group policy. 
 
"(D) If a group medicare supplemental policy is replaced by another group medicare 
supplemental policy purchased by the same policyholder, the succeeding issuer shall 
offer coverage to all persons covered under the old group policy on its date of 
termination. Coverage under the new group policy shall not result in any exclusion for 
preexisting conditions that would have been covered under the group policy being 
replaced. 
 



"(3)(A) Each medicare supplemental policy shall provide that benefits and premiums 
under the policy shall be suspended for any period in which the policyholder has applied 
for and is determined to be entitled to medical assistance under title XIX of the Social 
Security Act, but only if the policyholder notifies the issuer of such policy within 90 days 
after the date the individual becomes entitled to such assistance. If such suspension 
occurs and if the policyholder loses entitlement to such medical assistance, such policy 
shall be automatically reinstated as of the termination of such entitlement if the 
policyholder provides notice of loss of such entitlement within 90 days after the date of 
such loss. 
 
"(B) Nothing in this section shall be construed as affecting the authority of a State, under 
title XIX of the Social Security Act, to purchase a medicare supplemental policy for an 
individual otherwise entitled to assistance under such title. "(p)(1)(A) If, within 9 months 
after the date of the enactment of this subsection, the National Association of Insurance 
Commissioners (in this subsection referred to as the 'Association') promulgates – 
 
"(i) limitations on the groups or packages of benefits that may be offered under a 
medicare supplemental policy consistent with paragraphs (2) and (3) of this subsection, 
 
"(ii) uniform language and definitions to be used with respect to such benefits, 
 
"(iii) uniform format to be used in the policy with respect to such benefits, and 
 
"(iv) transitional requirements consistent with paragraph (4), 
 
(such limitations, language, definitions, format, and requirements referred to collectively 
in this subsection as 'NAIC simplification standards'), subsection (g)(2)(A) shall be 
applied in each State, effective for policies issued to policyholders on and after the date 
specified in subparagraph (C), as if the reference to the Model Regulation adopted on 
June 6, 1979, included a reference to the NAIC simplification standards. 
 
"(B) If the Association does not promulgate NAIC simplification standards within the 9-
month period specified in subparagraph (A), the Secretary shall promulgate, not later than 
9 months after the end of such period, limitations, language, definitions, format, and 
requirements described in clauses (i) through (iv) of such subparagraph (in this 
subsection referred to collectively as 'Federal simplification standards') and subsection 
(g)(2)(A) shall be applied in each State, effective for policies issued to policyholders on 
and after the date specified in subparagraph (C), as if the reference to the Model 
Regulation adopted on June 6, 1979, included a reference to the Federal simplification 
standards. 
 
"(C)(i) Subject to clause (ii), the date specified in this subparagraph for a State is the date 
the State adopts the NAIC simplification standards or the Federal simplification standards 
or 1 year after the date the Association or the Secretary first adopts such standards, 
whichever is earlier. 



"(ii) In the case of a State which the Secretary identifies, in consultation with the 
Association, as -- 
 
"(I) requiring State legislation (other than legislation appropriating funds) in order for 
medicare supplemental policies to meet the NAIC or Federal simplification standards, but 
 
"(II) having a legislature which is not scheduled to meet in 1992 in a legislative session in 
which such legislation may be considered, the date specified in this subparagraph is the 
first day of the first calendar quarter beginning after the close of the first legislative 
session of the State legislature that begins on or after January 1, 1992. 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. 
 
"(D) Notwithstanding any other provision of this section, no medicare supplemental 
policy may be sold, issued, or renewed in a State unless -- 
 
"(i) the State's regulatory program under subsection (b)(1) provides for the application 
and enforcement of the standards and requirements set forth in such subsection (including 
the NAIC simplification standards or the Federal simplification standards (as the case 
may be)) by the date specified in subparagraph (C); or 
 
"(ii) if the State's program does not provide for the application and enforcement of such 
standards and requirements, the Secretary has determined that the policy meets the 
standards and requirements set forth in subsection (c) (including such applicable 
simplification standards) by such date. 
 
Any person who issues or sells a medicare supplemental policy, after the effective date of 
the NAIC or Federal simplification standards with respect to the policy, in violation of 
this subparagraph is subject to a civil money penalty of not to exceed $25,000 for each 
such violation. The provisions of section 1128A (other than the first sentence of 
subsection (a) and other than subsection (b)) shall apply to a civil money penalty under 
the previous sentence in the same manner as such provisions apply to a penalty or 
proceeding under section 1128A(a). 
 
"(E) In promulgating simplification standards under this paragraph, the Association or 
Secretary shall consult with a working group composed of representatives of issuers of 
medicare supplemental policies, consumer groups, medicare beneficiaries, and other 
qualified individuals. Such representatives shall be selected in a manner so as to assure 
balanced representation among the interested groups. 
 
"(F) If benefits (including deductibles and coinsurance) under this title are changed and 
the Secretary determines, in consultation with the Association, that changes in the NAIC 
or Federal simplification standards are needed to reflect such changes, the preceding 
provisions of this paragraph shall apply to the modification of simplification standards 
previously established in the same manner as they applied to the original establishment of 
such standards. 



"(2) The benefits under the NAIC or Federal simplification standards shall provide -- 
 
"(A) for such groups or packages of benefits as may be appropriate taking into account 
the considerations specified in paragraph (4) and the requirements of the succeeding 
subparagraphs; 
 
"(B)(i) for identification of a core group of basic benefits (not including payment of 
[*H10159] any deductibles), common to all policies, and 
 
"(ii) for identification of a group of benefits including the core group of basic benefits 
and common additional benefits; and 
 
"(C) that, subject to paragraph (5), the total number of different benefit packages 
(counting the core group of basic benefits described in subparagraph (B)(i), the group of 
benefits identified in subparagraph (B)(ii), and each other combination of benefits that 
may be offered as a separate benefit package) that may be established in all the States and 
by all issuers shall not exceed 10. 
 
"(3) The benefits under paragraph (2) shall, to the extent possible -- 
 
"(A) provide for benefits that offer consumers the ability to purchase the benefits that are 
available in the market as of the date of the enactment of this subsection; and 
 
"(B) balance the objectives of (i) simplifying the market to facilitate comparisons among 
policies, (ii) avoiding adverse selection, (iii) providing consumer choice, (iv) providing 
market stability, and (v) promoting competition. 
 
"(4) For purposes of paragraph (1)(A)(iv), the transitional requirements of this paragraph 
are that, in the case of a medicare supplemental policy which was issued to a policyholder 
before the effective date of the NAIC or Federal simplification standards and which do 
not meet such standards, any renewal of such policy shall be deemed to be the issuance of 
a policy in violation of this subsection unless the issuer offers to the policyholder, not 
later than 60 days before the effective date of the renewal, 2 medicare supplemental 
policies each of which – 
 
"(A) complies with such standards, 
 
"(B) waives any time periods applicable to preexisting conditions, waiting period, 
elimination periods and probationary periods in the policy for similar benefits to the 
extent such time was spent under the policy being replaced, and 
 
"(C) provides for classification of premiums on terms that are at least as favorable to the 
policyholder as the premium classification terms that applied to the policyholder as of 
such effective date, and one of which provides for the core group of basic benefits 
described in paragraph (2)(B)(i) and the other of which provides benefits described in 
paragraph (2)(B)(ii). 



"(5)(A) The Secretary may, upon application by a State, waive the requirements of this 
subsection to permit the issuance and sale of a medicare supplemental policy which does 
not comply with the respective NAIC or Federal simplification standards for a period of 
up to 3 years in order to demonstrate the offering of new or innovative benefits as part of 
the policy. Such new or innovative benefits may include managed care features. 
 
"(B) In the case of any such waiver, the Secretary shall evaluate the appropriateness of 
the new or innovative benefits offered and determine if the addition of a new group of 
such benefits to the NAIC or Federal simplification standards previously established 
would further the purposes of this subsection. If such determination is made, subject to 
subparagraph (C), the Secretary shall request the Association to modify the NAIC 
simplification standards or to recommend modification of the Federal simplification 
standards to include such an additional group of benefits (and accompanying language, 
definitions, and format with respect to such benefits) as may be appropriate. If the 
Association fails to make such a modification in a timely manner, the Secretary may 
make such a modification. 
 
"(C) Not more than 3 additional groups of benefits may be added under subparagraph 
(B). 
 
"(6)(A) Except as provided in subparagraph (B), this subsection shall not be construed as 
preventing a State from restricting the groups or packages of benefits (of those meeting 
the standards) that may be offered in medicare supplemental policies in the State. 
 
"(B) A State may not restrict under subparagraph (A) the offering of a medicare 
supplemental policy in which the benefits consist only of the core group of basic benefits 
described in paragraph (2)(B)(i) or the group of benefits described in paragraph 
(2)(B)(ii). 
 
"(C) This subsection shall not be construed as preventing an issuer of a medicare 
supplemental policy from providing, through an arrangement with a vendor, for discounts 
from that vendor to policyholder or certificateholders for the purchase of items or 
services not covered under its medicare supplemental policies. 
 
"(8) The Secretary shall request the Association to establish an educational program in 
order to educate consumers on the simplification standards developed and applied under 
this subsection. 
 
"(9) The Comptroller General shall examine the effectiveness of the medicare 
supplemental policy simplification program established under this subsection and the 
impact of the program on consumer protection, health benefit innovation, consumer 
choice, and health care costs. By not later than 4 years after the date of the enactment of 
this subsection, the Comptroller General shall submit to Congress a report on such 
examination and shall include in the report such recommendations on the appropriate 
roles of the National Association of Insurance Commissioners, States, and the Secretary 
in carrying out such a program as he deems appropriate.". 



(b) Periodic Review of State Regulatory Programs. -- Section 1882(b) of such Act is 
amended -- 
 
(1) in paragraph (1), by striking "Supplemental Health Insurance Panel (established under 
paragraph (2))" and inserting "the Secretary", 
 
(2) in paragraph (1), by striking "the Panel" and inserting "the Secretary", 
 
(3) in subparagraphs (A) and (D) of paragraph (1), by inserting "and enforcement" after 
"application", and 
 
(4) by amending paragraph (2) to read as follows: 
 
"(2) The Secretary periodically shall review State regulatory programs to determine if 
they continue to meet the standards and requirements specified in paragraph (1). If the 
Secretary finds that a State regulatory program no longer meets the standards and 
requirements, before making a final determination, the Secretary shall provide the State 
an opportunity to adopt such a plan of correction as would permit the State regulatory 
program to continue to meet such standards and requirements. If the Secretary makes a 
final determination that the State regulatory program, after such an opportunity, fails to 
meet such standards and requirements,  the program shall no longer be considered to have 
in operation a program meeting such standards and requirements.". 
 
SEC. 4302. REQUIRING APPROVAL OF STATE FOR SALE IN THE STATE. 
 
(a) In General. -- Section 1882(d)(4)(B) of the Social Security Act (42 U.S.C. 
1395ss(d)(4)(B)) is amended -- 
 
(1) in the first sentence, by inserting before the period at the end the following: "(in the 
case of a State with an approved regulatory program) or (in the case of a State without 
such aprogram) has not been approved by the Secretary", and 
 
(2) by amending the second sentence to read as follows: "Nothing in this section shall be 
construed as to affect the right of any State to regulate medicare supplemental policies 
which, under the provisions of this section, are considered to be issued in another State.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to policies 
mailed, or caused to be mailed, on and after July 1, 1991. 
 
SEC. 4303. PREVENTING DUPLICATION. 
 
(a) In General. -- Subsection (d)(3) of section 1882 of the Social Security Act (42 U.S.C. 
1395ss) is amended -- 
 
(1) in subparagraph (A) -- 
 



(A) by striking "Whoever knowingly sells" and inserting "It is unlawful for a person to 
sell or issue", 
 
(B) by striking "substantially", 
 
(C) by striking ", shall be fined" and inserting ". Whoever violates the previous sentence 
shall be fined", 
 
(D) in subparagraph (A), by inserting "or title XIX" after "other than this title", 
 
(E) in subparagraph (A), by striking "$5,000" and inserting "$25,000", and 
 
(F) in subparagraph (A), by adding at the end the following: "Any person aggrieved by a 
violation of this subsection may in a civil action recover threefold the damages such 
person sustained as a result of such violation, any other appropriate relief (including 
punitive damages), and the costs of the suit (including reasonable attorney's fees)."; 
 
(2) by amending subparagraph (B) to read as follows: 
 
"(B)(i) It is unlawful for a person to issue or sell a medicare supplemental policy to an 
individual entitled to benefits under part A or enrolled under part B, whether directly, 
through the mail, or otherwise, unless -- 
 
"(I) the person obtains from the individual, as part of the application for the issuance or 
purchase and on a form described in subclause (II), a written statement signed by the 
individual stating, to the best of the individual's knowledge, what health insurance 
policies the individual has, from what source, and whether the individual is entitled to 
any medical assistance under title XIX, whether as a qualified medicare beneficiary or 
otherwise, and 
 
"(II) the written statement is accompanied by a written acknowledgment, signed by the 
seller of the policy, of the request for and receipt of such statement. 
 
"(ii) The statement required by clause (i) shall be made on a form that -- 
 
"(I) states (in a prominent manner described by the Secretary) the following: 'A medicare 
beneficiary does not need more than one medicare supplemental policy. If you are 65 
years of age or older, you may be eligible for benefits under your State medicaid 
program. If you are eligible for medicaid benefits, you do not need a medicare 
supplemental policy. If you are enrolled with the medicaid program and have a medicare 
supplemental policy, you can suspend your medicare supplemental policy (including 
premium payments) while receiving Medicaid benefits if you provide notice to the 
insurer within 90 days of becoming eligible for medicaid. If you lose medicaid benefits, 
you may resume coverage under your medicare supplemental policy by providing notice 
to the insurer within 90 days of the date you lost medicaid benefits.'; and 
 



"(II) states that counseling services may be available in the State to provide advice 
concerning the purchase of medicare supplemental policies and enrollment under the 
medicaid program, and may provide the telephone number for such services. 
 
[*H10160] "(iii)(I) Except as provided in subclause (II), if the statement required by 
clause (i) is not obtained or indicates that the individual has another medicare 
supplemental policy or indicates that the individual is entitled to any medical assistance 
under title XIX, it is unlawful to sell or issue such a policy. 
 
"(II) Subclause (I) shall not apply in the case of an individual who has another medicare 
supplemental policy and who is not entitled to medicaid benefits, if the individual 
indicates in writing, as part of the application for purchase, that the policy being 
purchased replaces such other policy and indicates an intent to terminate the policy being 
replaced when the new policy becomes effective. 
 
"(iv) Whoever issues or sells a medicare supplemental policy in violation of this 
subparagraph shall be fined under title 18, United States Code, or imprisoned not more 
than 5 years, or both, and, in addition to or in lieu of such a criminal penalty, is subject to 
a civil money penalty of not to exceed $25,000 for each such failure."; and 
(3) by adding at the end the following: 
 
"(D)(i) Anyone who sells a medicare supplemental policy to an individual shall make 
available for sale to the individual both a medicare supplemental policy with only the 
core group of basic benefits (described in subsection (p)(2)(B)(i)) and a medicare 
supplemental policy with the benefits described in subsection (p)(2)(B)(ii). 
 
"(ii) Anyone who sells a medicare supplemental policy to an individual shall provide the 
individual, before the sale of the policy, a summary information sheet which describes 
the benefits under the policy. Such summary information shall be on a standard form 
approved by the State regulatory program or the Secretary (as the case may be) consistent 
with the NAIC or Federal simplification standards under subsection (p)(1). 
 
"(iii) Whoever sells a medicare supplemental policy in violation of this subparagraph is 
subject to a civil money penalty of not to exceed $25,000 for each such violation.". 
 
(b) Conforming Amendment. -- Section 1882(d)(5) of such Act is amended by inserting  
"(3)(B), (3)(D)," after "(3)(A),". 
 
(c) Increase in Other Civil Money Penalties. -- Paragraphs (1) and (4)(A) of section 
1882(d) of such Act are amended by striking "$5,000" and inserting "$25,000". 
 
(d) Effective Date. -- The amendments made by this section shall apply to policies issued 
or sold more than 1 year after the date of the enactment of this Act. 
 
SEC. 4304. LOSS RATIOS. 
 



(a) In General. -- Section 1882 of the Social Security Act (42 U.S.C. 1395ss) is amended 
-- 
 
(1) in subsection (c), by amending paragraph (2) to read as follows: 
 
"(2) meets the requirements of subsection (q);"; 
 
(2) by striking the last sentence of subsection (c); and 
 
(3) by adding at the end the following new subsection: 
 
"(q)(1) A medicare supplemental policy or health insurance policy that is an indemnity  
policy or a dread disease policy (as defined by the Secretary in consultation with the 
National Association of Insurance Commissioners) may not be issued or sold in any State 
unless – 
 
"(A) the policy has returned (as determined for the most recent 3-year period ending with 
the year in which the policy is issued or renewed, on the basis of incurred claims 
experience and earned premiums for such periods and in accordance with accepted 
actuarial principles and practices and standards developed by the National Association of 
Insurance Commissioners) to policyholders in the form of aggregate benefits provided 
under the policy, at least 75 percent of the aggregate amount of premiums collected in the 
case of group medicare supplemental policies, at least 70 percent in the case of individual 
medicare supplemental policies, and 60 percent in the case of group and individual health 
insurance policies that are indemnity policies or dread disease policies; 
 
"(B) any premium increase (or the initial establishment of the premium) is made in a 
manner consistent with paragraph (2); and 
 
"(C) the issuer of the policy (i) annually submits to the State information with respect to 
the actual ratio of aggregate benefits provided to aggregate premiums on forms 
conforming to those developed by the National Association of Insurance Commissioners 
for such purpose, and (ii) annually provides a proportional credit, based on the premium 
paid and in accordance with paragraph (3), of the amount of premiums received 
necessary to assure that the ratio of aggregate benefits to the aggregate premiums 
collected (net of such credits) complies with the requirement of subparagraph (A). 
 
"(2)(A) It is unlawful for an insurer to increase the premiums charged for a medicare 
supplemental policy (or to issue a policy and charge premiums) unless -- 
 
"(B) the issuer has submitted to the State (at such time as the State may specify, but not 
earlier than 90 days in advance of such proposed effective date) the proposed premium 
amounts in advance of the proposed effective date of the premiums; and 
 
 



"(C) the issuer has included, as part of the submission under subparagraph (B), 
information, certified as accurate by an actuary, that establishes that the premium 
amounts are reasonable in relation to the benefits and that the resulting ratio of benefits to 
premiums will meet the requirement specified in paragraph (1)(A). 
 
"(3)(A) Paragraph (1)(C) shall be applied with respect to each type of policy by policy 
number. Paragraph (1)(C) shall not apply to a policy with respect to the first 2 years in 
which it is in effect. The National Association of Insurance Commissioners is requested 
to submit to Congress a report containing recommendations on adjustments in the 
percentages under paragraph (1)(A) that may be appropriate in order to apply paragraph 
(1)(C) to the first 2 years in which policies are effective. 
 
"(B) A credit required under paragraph (1)(C) shall be made to each individual who 
continues to be a policyholder or certificateholder not later than the first premium 
charged more than 6 months after the close of the year involved. The total amount of 
such credits shall be sufficient to meet the requirement of paragraph (1)(A). 
 
"(C) Such a credit shall include interest from the end of the policy year involved until the 
date of the credit at a rate, specified by the Secretary for this purpose from time to time, 
that is not less than the average rate of interest for 13-week Treasury notes. 
 
"(4) The provisions of this subsection do not preempt a State from -- 
 
"(A) requiring a higher percentage than that specified in paragraph (1)(A), or 
 
"(B) requiring the review or approval of premiums not otherwise required to be reviewed 
or approved under paragraph (2) or providing additional requirements for the approval of 
premiums. 
 
"(5)(A) The Comptroller General shall periodically, not less often than once every 3 
years, perform audits with respect to the compliance of medicare supplemental policies 
with the requirements of paragraph (1) and shall report the results of such audits to the 
State involved and to the Secretary. 
 
"(B) The Secretary may independently perform such compliance audits. 
 
"(6)(A) A person who issues or sells a policy in violation of paragraph (1) is subject to a 
civil money penalty of not to exceed $25,000 for each such violation. The provisions of 
section 1128A (other than the first sentence of subsection (a) and other than subsection 
(b)) shall apply to a civil money penalty under the previous sentence in the same manner 
as such provisions apply to a penalty or proceeding under section 1128A(a). 
 
"(B) Each issuer of a policy subject to the requirements of paragraph (1)(C) shall be 
liable to policyholders for credits required under such paragraph.". 
 



(b) Assuring Access to Loss Ratio Information. -- Section 1882(b)(1)(C) of such Act (42 
U.S.C. 1395ss(b)(1)(C)) is amended by striking the semicolon at the end and inserting a 
comma and the following: 
 
"and that a copy of each such policy, the most recent premium for each such policy, and a 
listing of the ratio of benefits provided to premiums collected for the most recent 3-year 
period for each such policy issued or sold in the State is maintained and made available to 
interested persons;". 
 
(c) Effective Date. -- The amendments made by this section shall apply to policies sold or 
issued more than 1 year after the date of the enactment of this Act. 
 
SEC. 4305. LIMITATIONS ON CERTAIN SALES COMMISSIONS. 
 
(a) In General. -- Section 1882(d) of the Social Security Act is amended -- 
 
(1) in paragraph (5) -- 
 
(A) by striking "and (4)(A)" and inserting "(4)(A), and (5)(A)", and 
 
(B) by redesignating such paragraph as paragraph (6); and 
 
(2) by inserting after paragraph (4) the following new paragraph: 
 
"(5)(A) It is unlawful for a person who provides for a commission or other compensation 
to an agent or other representative with respect to the sale of a medicare supplemental 
policy (orcertificate) -- 
 
"(i) to provide for a first year commission or other first year compensation that exceeds 
200 percent of the commission or other compensation for the selling or servicing of the 
policy or certificate in a second or subsequent year, or 
 
"(ii) to provide for compensation with respect to replacement of such a policy or 
certificate that is greater than the compensation that would apply to the renewal of the 
policy or certificate. Whoever violates the previous sentence shall be fined under title 18, 
United States Code, or imprisoned not more than 5 years, or both, and, in addition to or in 
lieu of such a criminal penalty, is subject to a civil money penalty of not to exceed 
$25,000 for each such prohibited act. 
 
"(B) In this paragraph the term 'compensation' includes pecuniary and nonpecuniary 
compensation of any kind relating to the sale or renewal of a policy or certificate and 
specifically includes bonuses, gifts, prizes, awards, and finders' fees.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to 
compensation provided on or after 1 year after the date of the enactment of this Act.  
 



SEC. 4306. CLARIFICATION OF TREATMENT OF PLANS OFFERED BY HEALTH 
MAINTENANCE ORGANIZATIONS. 
 
(a) In General. -- The first sentence of section 1882(g)(1) of the Social Security Act is 
amended by inserting before the period at the end the following: "and does not include 
[*H10161] a policy or plan of a health maintenance organization or other direct service 
organization which offers benefits under this title, including such services under a 
contract under section 1833 or 1876". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act. 
 
SEC. 4307. PROHIBITION OF CERTAIN DISCRIMINATORY PRACTICES. 
 
(a) In General. -- Section 1882(o) of the Social Security Act, as added by section 
4111(a)(2) of this Act, is amended by inserting after paragraph (4) the following new 
paragraph: 
 
"(5)(A) Except as provided in this paragraph, an entity that issues medicare supplemental 
policies in a State shall offer any individual who is 65 years of age or older and who 
resides in the State, upon request of the individual made during the 6-month period 
beginning with the first month in which the individual has attained such age and is 
enrolled under part B, the opportunity of enrolling in a medicare supplemental policy 
which provides for a core group of basic benefits (described in subsection (p)(2)(B)(i)) 
and a medicare supplemental policy which offers the group of benefits described in 
subsection (p)(2)(B)(ii), without conditioning the issuance or effectiveness of such a 
policy on, and without discriminating in the price of such a policy based on, the medical 
or health status or the receipt of health care by the individual. 
 
"(B)(i) Subject to clause (ii), paragraph (1) shall not be construed as preventing the 
exclusion of benefits under a policy, during its first 6 months, based on a pre-existing 
condition for which the policyholder received treatment or was otherwise diagnosed 
during the 6 months before it became effective. 
 
"(ii) If a medicare supplemental policy or certificate replaces another such policy or 
certificate which has been in effect for 6 months or longer, the replacing policy may not 
provide any time period applicable to pre-existing conditions, waiting periods, 
elimination periods, and probationary periods in the new policy or certificate for similar 
benefits.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect 1 year after 
the date of the enactment of this Act. 
 
SEC. 4308. HEALTH INSURANCE ADVISORY SERVICE FOR MEDICARE 
BENEFICIARIES. 



(a) In General. -- The Secretary of Health and Human Services shall establish a health 
insurance advisory service program (in this section referred to as the "beneficiary 
assistance program") to assist medicare-eligible individuals with the receipt of services 
under the medicare and Medicaid programs and other health insurance programs. 
 
(b) Outreach Elements. -- The beneficiary assistance program shall provide assistance -- 
 
(1) through operation using local Federal offices that provide information on the 
medicare program, 
 
(2) using community outreach programs, and 
 
(3) using a toll-free telephone information service. 
 
(c) Assistance Provided. -- The beneficiary assistance program shall provide for 
information, counseling, and assistance for medicare-eligible individuals with respect to 
at least the following: 
 
(1) With respect to the medicare program -- 
 
(A) eligibility, 
 
(B) benefits (both covered and not covered), 
 
(C) the process of payment for services, 
 
(D) rights and process for appeals of determinations, 
 
(E) other medicare-related entities (such as peer review organizations, fiscal 
intermediaries, and carriers), and 
 
(F) recent legislative and administrative changes in the medicare program. 
 
(2) With respect to the medicaid program -- 
 
(A) eligibility, benefits, and the application process, 
 
(B) linkages between the medicaid and medicare programs, and 
 
(C) referral to appropriate State and local agencies involved in the medicaid program. 
 
(3) With respect to medicare supplemental policies -- 
 
(A) the program under section 1882 of the Social Security Act and standards required 
under such program, 
 



(B) how to make informed decisions on whether to purchase such policies and on what 
criteria to use in evaluating different policies, 
 
(C) appropriate Federal, State, and private agencies that provide information and 
assistance in obtaining benefits under such policies, and 
 
(D) other issues deemed appropriate by the Secretary. 
 
The beneficiary assistance program also shall provide such other services as the Secretary 
deems appropriate to increase beneficiary understanding of, and confidence in, the 
medicare program and to improve the relationship between beneficiaries and the 
program. 
 
(d) Educational Material. -- The Secretary, through the Administrator of the Health Care 
Financing Administration, shall develop appropriate educational materials and other 
appropriate techniques to assist employees in carrying out this section. 
 
(e) Notice to Beneficiaries. -- The Secretary shall take such steps as are necessary to 
assure that medicare-eligible beneficiaries and the general public are made aware of the 
beneficiary assistance program. 
 
(f) Report. -- The Secretary shall include, in an annual report transmitted to the Congress, 
a report on the beneficiary assistance program and on other health insurance 
informational and counseling services made available to medicare-eligible individuals. 
The Secretary shall include in the report recommendations for such changes as may be 
desirable to improve the relationship between the medicare program and medicare-
eligible individuals. 
 
SEC. 4309. ADDITIONAL ENFORCEMENT THROUGH PUBLIC HEALTH 
SERVICE ACT. 
 
(a) In General. -- The Public Health Service Act (42 U.S.C. 201 et seq.) is amended -- 
 
(1) by redesignating title XXVII as title XXVIII; 
 
(2) by redesignating sections 2701 through 2714 as sections 2801 through 2814,  
respectively; and 
 
(3) by inserting after title XXV the following new title: 
 
"TITLE XXVII -- ENFORCEMENT OF CERTAIN HEALTH INSURANCE 
STANDARDS 
 
"SEC. 2701. ENFORCEMENT OF CERTAIN HEALTH INSURANCE STANDARDS. 
 



"(a) Enforcement of Underwriting. -- A person that fails to meet the requirements of 
section 1882(o)(5) of the Social Security Act (relating to discriminatory practices) is 
subject to a civil money penalty of not to exceed $25,000 for each such violation. The 
provisions of section 1128A of the Social Security Act (other than the first sentence of 
subsection (a) and other than subsection (b)) shall apply to a civil money penalty under 
the previous sentence in the same manner as such provisions apply to a penalty or 
proceeding under section 1128A(a) of such Act. 
 
"(b) Enforcement of Loss-Ratio Requirements. -- A person who issues or sells a medicare 
supplemental policy or a health insurance policy that is an indemnity or dread disease 
policy (as defined by the Secretary of Health and Human Services under section 
1882(q)(1) of the Social Security Act) in violation of such section is subject to a civil 
money penalty of not to exceed $25,000 for each such violation. The provisions of 
section 1128A of the Social Security Act (other than the first sentence of subsection (a) 
and other than subsection (b)) shall apply to a civil money penalty under the previous 
sentence in the same manner as such provisions apply to a penalty or proceeding under 
section 1128A(a) of such Act. 
 
"(c) Enforcement of Limitations on Sales Commissions. -- Whoever violates section 
1882(o)(5)(A) of the Social Security Act (relating to sales commissions) shall be fined 
under title 18, United States Code, or imprisoned not more than 5 years, or both, and, in 
addition to or in lieu of such a criminal penalty, is subject to a civil money penalty of not 
to exceed $25,000 for each prohibited act under such section.". 
 
(b) Technical and Conforming Amendments. -- The Public Health Service Act (42 U.S.C. 
201 et seq.) is further amended -- 
 
(1) in section 406(a)(2), by striking "2701" and inserting "2801"; 
 
(2) in section 465(f), by striking "2701" and inserting "2801"; 
 
(3) in section 480(a)(2), by striking "2701" and inserting "2801"; 
 
(4) in section 485(a)(2), by striking "2701" and inserting "2801"; 
 
(5) in section 497, by striking "2701" and inserting "2801"; 
 
(6) in section 505(a)(2), by striking "2701" and inserting "2801"; and 
 
(7) in section 926(b), by striking "2711" each place such term appears and inserting 
"2811". 
 
Subtitle B -- Medicaid Program 
 
PART 1 -- REDUCTIONS IN SPENDING 
 



SEC. 4401. REIMBURSEMENT FOR PRESCRIBED DRUGS. 
 
(a) In General. -- 
 
(1) Denial of federal financial participation unless rebate agreements and drug use review 
in effect. -- Section 1903(i) of the Social Security Act (42 U.S.C. 1396b(i)) is amended -- 
 
(A) by striking the period at the end of paragraph (9) and inserting "; or", and 
 
(B) by inserting after paragraph (9) the following new paragraph: 
 
"(10) with respect to covered outpatient drugs of a manufacturer dispensed in any of the 
50 States or the District of Columbia unless, except as provided in section 1927(a)(3), the 
manufacturer complies in all such States and District with the rebate requirements of 
section 1927(a) with respect to the drugs so dispensed.". 
 
(2) State plan drug access limitations for drugs covered under a rebate agreement. – 
Section 1902(a) of such Act (42 U.S.C. 1396a(a)) is amended -- 
 
(A) by striking "and" at the end of paragraph (52), 
 
(B) by striking the period at the end of paragraph (53) and inserting "; and", and 
 
(C) by inserting after paragraph (53) the following new paragraph: 
 
"(54)(A) provide that, in the case of a manufacturer which has entered into and complies 
with an agreement under section 1927(a), the plan shall permit the coverage of covered 
outpatient drugs of the manufacturer which are prescribed (on or after April 1, 1991) 
[*H10162] for a medically accepted indication (as defined in section 1927(f)(6)), 
 
"(B) comply with the reporting requirements of section 1927(b)(2)(A) and the 
requirements of section 1927(d), and 
 
"(C) effective January 1, 1993, provide for drug use review in accordance with section 
1927(d).". 
 
(3) Rebate agreements for covered outpatient drugs, drug use review, and related 
provisions. -- Title XIX of the Social Security Act is amended by redesignating section 
1927 as section 1928 and by inserting after section 1926 the following new section: 
 
"PAYMENT FOR PRESCRIBED DRUGS 
 
"Sec. 1927. (a) Requirement for Rebate Agreement. -- 
 
"(1) In general. -- In order for payment to be available under section 1903(a) for covered 



outpatient drugs of a manufacturer, the manufacturer must have entered into and have in 
effect a rebate agreement described in subsection (b) with the Secretary, on behalf of all 
the States. If a manufacturer has not entered into such an agreement before February 1, 
1991, such an agreement, subsequently entered into, shall not be effective until the first 
day of the calendar quarter that begins more than 60 days after the date the agreement is 
entered into. 
 
"(2) Effective date. -- Paragraph (1) shall first apply to drugs dispensed under this title on 
or after February 1, 1991, except that and any agreement entered into under this section 
on or before February 1, 1991, shall be effective with respect to drugs dispensed on or 
after January 1, 1991. 
 
"(3) Effect on existing agreements. -- In the case of a rebate agreement in effect between 
a State and a manufacturer on October 1, 1990, such agreement may remain in effect, and 
shall be considered to be a rebate agreement in compliance with this section with respect 
to that State, if the State establishes to the satisfaction of the Secretary that the agreement 
can reasonably be expected to provide in any 12-month period for rebates that are at least 
as large as the rebates otherwise required under this section. 
 
"(4) Application in certain states and territories. -- 
 
"(A) Application in states operating under demonstration projects. -- In the case of any 
State which is providing medical assistance to its residents under a waiver granted under 
section 1115, the Secretary shall require the State to meet the requirements of section 
1902(a)(54) and of this section in the same manner as the State would be required to meet 
such requirement if the State had in effect a plan approved under this title. 
 
"(B) No application in commonwealths and territories. -- This section, and sections 
1902(a)(54) and 1903(i)(10), shall only apply to a State that is one of the 50 States or the 
District of Columbia. 
 
"(b) Terms of Rebate Agreement. -- 
 
"(1) Quarterly rebates. -- 
 
"(A) Timing. -- 
 
"(i) In general. -- A rebate agreement under this subsection shall require the manufacturer  
to provide, to each State plan approved under this title, a rebate each calendar quarter in 
the amount specified in subsection (c) for covered outpatient drugs of the manufacturer 
dispensed under the plan during the quarter. Except as provided in clause (ii), such a 
rebate shall be paid to each State by the manufacturer not later than 30 days after the date 
of receipt of the information described in paragraph (2) for that quarter. 
 
"(ii) Special payment rule for the calendar quarter beginning july 1, 1991. -- With respect 
to the calendar quarter beginning July 1, 1991, such a rebate shall be paid to each State 



by the manufacturer by not later than September 30, 1991, based on the amount of the 
rebate payable by the manufacturer for the previous quarter. The amount of the rebate 
payment for the the quarter beginning October 1, 1991, shall be increased or decreased to 
the extent that the rebate payment for the quarter beginning July 1, 1991, was less than, 
or exceeded, the amount of the rebate otherwise required to be made under the agreement 
without regard to this clause. 
 
"(B) Offset against medical assistance. -- Amounts received by a State as rebates under 
this section in any quarter shall be considered to be a reduction in the amount expended 
under the State plan in the quarter for medical assistance for purposes of section 
1903(a)(1). 
 
"(2) State provision of information. -- 
 
"(A) State responsibility. -- Each State agency under this title shall report to the 
Secretary, not later than 60 days after the end of each calendar quarter and in a form 
consistent with a standard reporting format established by the Secretary, information on 
the total number of units of each dosgae form and strength of each covered outpatient 
drug of a manufacturer dispensed under the plan during the quarter, and shall promptly 
transmit such information to the manufacturer. 
 
"(B) Audit by manufacturers. -- A manufacturer has the right to audit only such data of 
the States as are reasonably necessary to verify information provided (or required to be 
provided) under subparagraph (A). Adjustments to rebates shall be made to the extent 
that information indicates that utilization was greater or less than the amount previously 
specified.  
 
"(C) Notice to secretary. -- Each State agency shall notify the Secretary within 30 days 
after the date each rebate is received under this section. 
 
"(3) Manufacturer provision of price information. -- 
 
"(A) In general. -- Each manufacturer with an agreement in effect under this section shall 
report to the Secretary (and make available upon request to each State agency) -- 
 
"(i) not later than 30 days after the last day of each quarter (beginning on or after April 1, 
1991), on the average manufacturer price (as defined in subsection (f)(1)) and (for single 
source drugs and innovator multiple source drugs) the manufacturer's best price (as 
defined in subsection (c)(3)(A)) for covered outpatient drugs for the quarter, and 
 
"(ii) not later than 30 days after the date of entering into an agreement under this section 
on the best price (as defined in subsection (c)(3)(B)) as of September 1, 1990 for each of 
the manufacturer's covered outpatient drugs. 
 
"(B) Verification surveys of average manufacturer price. -- The Secretary may survey 



wholesalers and manufacturers that directly distribute their covered outpatient drugs, 
when necessary to verify average manufacturer prices reported under subparagraph (A). 
The Secretary may impose a civil monetary penalty in an amount not to exceed $10,000 
on a wholesaler, manufacturer, or direct seller, if the wholesaler, manufacturer, or direct 
seller of a covered outpatient drug refuses a written request for information about charges 
or prices by the Secretary in connection with a survey authorized under this subparagraph 
or knowingly provides false information in response to such a request. The provisions of 
section 1128A (other than subsections (a) and (b)) shall apply to a civil money penalty 
under this subparagraph in the same manner as such provisions apply to a penalty or 
proceeding under section 1128A(a). 
 
"(C) Penalties. -- 
 
"(i) Failure to provide timely information. -- If a manufacturer with an agreement under 
this section fails to provide information required under subparagraph (A) on a timely 
basis, the amount of the rebates next required to be paid for a calendar quarter under the 
agreement shall be increased by 2 percent, and, if such information is not reported within 
90 days of the deadline imposed, the agreement shall be suspended for services furnished 
after the end of such 90-day period and until the date such information is reported (but in 
no case shall such suspension be for a period of less than 30 days). 
 
"(ii) False information. -- Any manufacturer with an agreement under this section that 
knowingly provides false information to the Secretary under this paragraph is subject to a 
civil money penalty in an amount not to exceed $100,000 for each item of false 
information. Such civil money penalties are in addition to other penalties as may be 
prescribed by law (including exclusion under section 1128(b)(11)). The provisions of 
section 1128A (other than subsections (a) and (b)) shall apply to a civil money penalty 
under this subparagraph in the same manner as such provisions apply to a penalty or 
proceeding under section 1128A(a). 
 
"(D) Confidentiality of information. -- Information disclosed by manufacturers or 
wholesalers under subparagraph (A) or (B) is confidential and shall not be disclosed by 
the Secretary or a State agency (or contractor therewith) in a form which discloses the 
identity of a specific manufacturer, wholesaler, or product, except as the Secretary 
determines to be necessary to carry out this section and to permit the Comptroller General 
and the Inspector General of the Department to review the information provided. 
 
"(4) Length of agreement. -- 
 
"(A) In general. -- A rebate agreement shall be effective for an initial period of 1 year and 
shall be automatically renewed for an additional 1-year period unless terminated under 
subparagraph (B). 
 
"(B) Termination. -- 
 



"(i) By the secretary. -- The Secretary may provide for termination of a rebate agreement 
for violation of the requirements of the agreement. Such termination shall not be effective 
earlier than 60 days after the date of notice of such termination. The Secretary shall 
provide, upon request, a manufacturer with a hearing concerning such a termination, but 
such hearing shall not delay the effective date of the termination. 
 
"(ii) By a manufacturer. -- A manufacturer may terminate a rebate agreement under this 
section for any reason. Any such termination shall not be effective until such period (of 
not more than 1 year, specified by the Secretary in regulation) after the date of the 
manufacturer provides notice of such termination to the Secretary. 
 
"(iii) Effectiveness of termination. -- Any termination under this subparagraph shall not 
affect rebates due under the agreement before the effective date of its termination. 
 
"(C) Delay before reentry. -- In the case of any rebate agreement with a manufacturer 
under this section which is terminated, a new such agreement with the manufacturer (or a 
successor manufacturer) may not be entered into until a period of 1 year has elapsed since 
the date of the termination, unless the Secretary finds good cause for an earlier 
reinstatement of such an agreement. 
 
"(c) Amount of Rebate. -- 
 
[*H10163] "(1) In general. -- 
 
"(A) Single source drugs and innovator multiple source drugs. -- Except as provided in 
this subsection and subsection (b)(3)(C)(i), the amount of the rebate to a State during a 
calendar quarter with respect to single source drugs and innovator multiple source drugs 
shall be equal to the product of -- 
 
"(i) the amount by which (I) the average manufacturer price to wholesalers during the 
quarter for each dosage form and strength of a covered outpatient drug, exceeds (II) the 
manufacturer's best price (as defined in paragraph (3)) for such form and strength; and 
 
"(ii) the number of units of such form and strength dispensed under the plan under this 
title in the State in the quarter (as reported by the State under subsection (b)(2)). 
 
"(B) Other drugs. -- Except as provided in subsection (b)(3)(C)(i), the amount of the 
rebate to a State during a calendar quarter with respect to covered outpatient drugs (other 
than single source drugs and innovator multiple source drugs) shall be equal to the 
product of – 
 
"(i) 10 percent of the average manufacturer price to wholesalers during the quarter for 
each dosage form and strength of a covered outpatient drug (after deducting customary 
prompt payment discounts); and 
 



"(ii) the number of units of such form and dosage dispensed under the plan under this title 
in the State in the quarter (as reported by the State under subsection (b)(2). 
 
"(2) Minimum and maximum rebate rates for single source drugs and innovator multiple 
source drugs. -- In no case shall the amount of the rebate described in paragraph (1)(A) 
for a manufacturer for a calendar quarter with respect to single source drugs and 
innovator multiple source drugs -- 
 
"(A) be less than 10 percent, or 
 
"(B) for calendar quarters beginning before April 1, 1995, be more than -- 
 
"(i) 25 percent (for each quarter during the 8-calendar-quarter period beginning April 1, 
1991), or 
 
"(ii)) 50 percent (for each quarter during the 8-calendar-quarter period beginning April 1, 
1993), of the product of the price described in paragraph (1)(A)(i)(I) and the number of 
units described in paragraph (1)(A)(ii) for the quarter. 
 
"(3) Best price defined. -- 
 
"(A) In general. -- In this subsection, the term 'best price' means, for a covered outpatient 
drug of a manufacturer dispensed in a calendar quarter -- 
 
"(i) the lowest price available for the drug from the manufacturer to any wholesaler, 
retailer, provider, nonprofit entity, or governmental entity within the United States during 
the quarter, or 
 
"(ii) the lowest price in effect for the drug from the manufacturer to any wholesaler, 
retailer, provider, nonprofit entity, or governmental entity within the United States in 
effect on September 1, 1990, increased (for calendar quarters beginning on or after 
January 1, 1991) by the percentage increase in the Consumer Price Index for All Urban 
Consumers (all items; U.S. city average) from September 1990 to the month before the 
beginning of the calendar quarter involved, whichever is lower. 
 
"(B) Treatment of new drugs. -- In the case of a covered outpatient drug approved for 
marketing after September 1, 1990, any reference in subparagraph (A)(ii) to 'September 
1, 1990' or 'September 1990' shall be a reference to the first day of the first month, and 
the first month, respectively, during which the drug was marketed and any reference in 
subsection (b)(3)(A)(ii) to '30 days after the date of entering into an agreement under this 
section on the best price described in paragraph (3)(B) as of September 1, 1990' shall be a 
reference to '30 days after the date the drug is first marketed in the United States'. 
 
"(C) Computation of lowest price. -- The lowest price described in this paragraph shall be 
inclusive of cash discounts, free goods, volume discounts, and rebates, shall be 
determined without regard to special packaging, labeling, or identifiers on the dosage 



form or product or package, and shall not take into account prices that are merely 
nominal in amount. 
 
"(d) Drug Use Review. -- 
 
"(1) In general. -- In order to meet the requirement of section 1902(a)(54)(C), a State 
shall provide, by not later than January 1, 1993, for a drug use review program described 
in paragraph (2) for covered outpatient drugs (other than psychopharmacologic drugs 
described in section 1919(c)(2)(D) dispensed to residents of nursing facilities) in order to 
assure, in accordance with any guidelines developed by the Agency for Health Care 
Policy and Research, that prescriptions (A) are appropriate and (B) are medically 
necessary. 
 
"(2) Description of program. -- Each drug use review program shall meet the following 
requirements for covered outpatient drugs and other prescription drugs for which 
payment may be made under this title: 
 
"(A) Prospective drug review. -- The State plan shall provide for a review of drug therapy 
before each prescription is filled or delivered to the patient, typically at the point-of-sale 
or point-of distribution. Each pharmacist shall use the compendia (referred to in 
subsection (f)(6)) as the pharmacist's source of standards for such review. 
 
"(B) Retrospective drug use review. -- The program shall provide, through its 
mechanized drug claims processing and information retrieval systems (approved by the 
Secretary under section 1903(r)) or otherwise, for the periodic examination of claims data 
and other records in order to identify patterns of fraud, abuse, gross overuse or underuse, 
or inappropriate or medically unnecessary care, among physicians, pharmacies, and 
patients, or associated with specific drugs or groups of drugs. 
 
"(C) Educational program. -- The program shall educate physicians and pharmacists to 
identify and reduce the frequency of patterns of fraud, abuse, gross overuse or underuse, 
or inappropriate or medically unnecessary care, among physicians, pharmacies, and 
patients, or associated with specific drugs or groups of drugs, as well as potential and 
actual severe adverse reactions to drugs. 
 
"(e) Miscellaneous. -- 
 
"(1) Limitations on coverage of outpatient drugs. -- Nothing in section 1902(a)(54)(A) 
shall be construed as preventing a State from restricting the amount, duration, and scope 
of coverage of covered outpatient drugs consistent with section 1902(a)(30). 
 
"(2) Relation to maximum allowable cost limitations. -- This section shall not supercede 
or affect provisions relating to maximum allowable cost limitations for payment by States 
for covered outpatient drugs, and rebates under this section shall be made without regard 
to whether or not payment by the State for such drugs are subject to such limitations or 
the amount of such cost limitations. 



"(3) Exclusion of certain drug associated with exclusive patient monitoring services. -- 
Nothing in this title shall be construed as requiring a State to provide medical assistance 
for covered outpatient drugs of a manufacturer which requires, as a condition for the 
purchase of the drugs, that the manufacturer be paid for associated services or tests (such 
as patient monitoring systems) provided only by the manufacturer or its designee. 
 
"(f) Definitions. -- In this section: 
 
"(1) Average manufacturer price. -- The term 'average manufacturer price' means, with  
Respect to a covered outpatient drug of a manufacturer for a calendar quarter, the average 
price paid (taking into account customary prompt payment discounts) to the manufacturer 
for the drug by retail pharmacies or by wholesalers for drugs distributed to the retail 
pharmacy class of trade. 
 
"(2) Covered outpatient drug. -- Subject to the exceptions in paragraph (3), the term 
'covered outpatient drug' means -- 
 
"(A) of those drugs which are treated as prescribed drugs for purposes of section 
1905(a)(12), a drug which may be dispensed only upon prescription (except as provided 
in paragraph (4)), and – 
 
"(i) which is approved as a prescription drug under sections 505 or 507 of the Federal 
Food, Drug, and Cosmetic Act; 
 
"(ii)(I) which was commercially used or sold in the United States before the date of the 
enactment of the Federal Food, Drug, and Cosmetic Act and if at such time its labeling 
contained the same representations concerning its conditions of use as in its current 
labeling, or which is identical, similar, or related (within the meaning of section 
310.6(b)(1) of title 21 of the Code of Federal Regulations) to such a drug, and (II) which 
has not been the subject of a final determination by the Secretary that it is a 'new drug' 
(within the meaning of section 201(p) of the Federal Food, Drug, and Cosmetic Act) or 
an action brought by the Secretary under sections 301, 302(a), or 304(a) of such Act to 
enforce sections 502(f) or 505(a) of such Act; or 
 
"(iii)(I) which is described in section 107(c)(3) of the Drug Amendments of 1962 and for 
which the Secretary has determined there is a compelling justification for its medical 
need, or is identical, similar, or related (within the meaning of section 310.6(b)(1) of title 
21 of the Code of Federal Regulations) to such a drug, and (II) for which the Secretary 
has not issued a notice of an opportunity for a hearing under section 505(e) of the Federal 
Food, Drug, and Cosmetic Act on a proposed order of the Secretary to withdraw approval 
of an application for such drug under such section because the Secretary has determined 
that the drug is less than effective for all conditions of use prescribed, recommended, or 
suggested in its labeling; 
 
"(B) a biological product which -- 
 



"(i) may only be dispensed upon prescription, 
 
"(ii) is licensed under section 351 of the Public Health Service Act, and 
 
"(iii) is produced at an establishment licensed under such section to produce such 
product; and 
 
"(C) insulin certified under section 506 of the Federal Food, Drug, and Cosmetic Act. 
 
"(3) Limiting definition. -- The term 'covered outpatient drug' does not include any drug, 
biological product, or insulin provided as part of, or as incident to, and in the same setting 
as, any of the following (and for which payment is made under this title as part of 
payment for the following and not as direct reimbursement for the drug): 
 
"(A) Inpatient hospital services. 
 
"(B) Hospice services. 
 
"(C) Dental services, except that drugs for which the State plan authorizes direct 
reimbursement [*H10164] to the dispensing dentist are covered outpatient drugs. 
 
"(D) Physician office visits. 
 
"(E) Outpatient hospital emergency room visits. 
 
"(F) Outpatient surgical procedures. 
 
"(4) Nonprescription drugs. -- If a State plan for medical assistance under this title 
includes coverage of prescribed drugs as described in section 1905(a)(12) and permits 
coverage of drugs which may be sold without a prescription (commonly referred to as 
'over-the-counter' drugs), if they are prescribed by a physician (or other person authorized 
to prescribe under State law), such a drug may be regarded as a covered outpatient drug. 
 
"(5) Manufacturer. -- The term 'manufacturer' means, with respect to a covered outpatient 
drug, -- 
 
"(A) the entity (if any) that both manufactures and distributes the drug, or 
 
"(B) if no such entity exists, the entity that distributes the drug. 
Such term does not include a wholesale distributor of the drug or a retail pharmacy 
licensed under State law. 
 
"(6) Medically accepted indication. -- The term 'medically accepted indication' means any 
use for a covered outpatient drug which is approved under the Federal Food, Drug, and 
Cosmetic Act or which is accepted by one or more of the following compendia: the 



American Hospital Formulary Service-Drug Information, the American Medical 
Association Drug Evaluations, and the United States Pharmacopeia-Drug Information. 
 
"(7) Multiple source drug; innovator multiple source drug; noninnovator multiple source 
drug; single source drug. -- 
 
"(A) Definitions. -- 
 
"(i) Multiple source drug. -- The term 'multiple source drug' means, with respect to a 
calendar quarter, a covered outpatient drug (not including any drug described in 
paragraph (4)) for which there are 2 or more drug products which -- 
 
"(I) are rated as therapeutically equivalent (under the Food and Drug Administration's 
most recent publication of 'Approved Drug Products with Therapeutic Equivalence 
Evaluations'), 
 
"(II) except as provided in subparagraph (B), are pharmaceutically equivalent and 
bioequivalent, as defined in subparagraph (C) and as determined by the Food and Drug 
Administration, and 
 
"(III) are sold or marketed in the State during the period. 
 
"(ii) Innovator multiple source drug. -- The term 'innovator multiple source drug' means a 
multiple source drug that was originally marketed under an original new drug application 
approved by the Food and Drug Administration. 
 
"(iii) Noninnovator multiple source drug. -- The term 'noninnovator multiple source drug' 
means a multiple source drug that is not an innovator multiple source drug. 
 
"(iv) Single source drug. -- The term 'single source drug' means a covered outpatient drug 
which is not a multiple source drug. 
 
"(B) Exception. -- Subparagraph (A)(i)(II) shall not apply if the Food and Drug 
Administration changes by regulation (after an opportunity for public comment of 90 
days) the requirement that, for purposes of the publication described in subparagraph 
(A)(i)(I), in order for drug products to be rated as therapeutically equivalent, they must be 
pharmaceutically equivalent and bioequivalent, as defined in subparagraph (C). 
 
"(C) Definitions. -- For purposes of this paragraph -- 
 
"(i) drug products are pharmaceutically equivalent if the products contain identical 
amounts of the same active drug ingredient in the same dosage form and meet 
compendial or other applicable standards of strength, quality, purity, and identity; 
 



"(ii) drugs are bioequivalent if they do not present a known or potential bioequivalence 
problem, or, if they do present such a problem, they are shown to meet an appropriate 
standard of bioequivalence; and 
 
"(iii) a drug product is considered to be sold or marketed in a State if it appears in a 
published national listing of average wholesale prices selected by the Secretary, provided 
that the listed product is generally available to the public through retail pharmacies in that 
State.  
 
"(8) State agency. -- The term 'State agency' means the agency designated under section 
1902(a)(5) to administer or supervise the administration of the State plan for medical 
assistance.". 
 
(c) Funding. -- 
 
(1) Drug use review programs. -- Section 1903(a)(3) of such Act (42 U.S.C. 1396b(a)(3)) 
is amended -- 
 
(A) by striking "plus" at the end of subparagraph (C) and inserting "and", and 
 
(B) by adding at the end the following new subparagraph: 
 
"(D) 75 percent of so much of the sums expended by the State plan during a quarter in 
1991, 1992, or 1993, as the Secretary determines is attributable to the statewide adoption 
of a drug use review program which conforms to the requirements of section 1927(e); 
plus". 
 
(2) Temporary increase in federal match for administrative costs. -- The per centum to be 
applied under section 1903(a)(7) of the Social Security Act for amounts expended during 
calendar quarters in fiscal year 1991 which are attributable to administrative activities 
necessary to carry out section 1927 (other than subsection (d)) of such Act shall be 75 
percent, rather than 50 per centum. 
 
SEC. 4402. REQUIRING MEDICAID PAYMENT OF PREMIUMS AND COST-
SHARING FOR ENROLLMENT UNDER GROUP HEALTH PLANS WHERE COST-
EFFECTIVE. 
 
(a) In General. -- Title XIX of the Social Security Act is amended -- 
 
(1) in section 1902(a)(25) (42 U.S.C. 1396a(a)(25)) -- 
 
(A) by striking "and" at the end of subparagraph (E), 
 
(B) by adding "and" at the end of subparagraph (F), and 
 
(C) by adding at the end the following new subparagraph: 



 
"(G) that the State plan shall meet the requirements of section 1906 (relating to 
enrollment of individuals under group health plans in certain cases);"; and 
 
(2) by inserting after section 1905 the following new section: 
 
"ENROLLMENT OF INDIVIDUALS UNDER GROUP HEALTH PLANS 
 
"Sec. 1906. (a) For purposes of section 1902(a)(25)(G) and subject to subsection (d), 
each State plan -- 
 
"(1) shall establish guidelines, consistent with subsection (b), to identify those cases in 
which enrollment of an individual otherwise entitled to medical assistance under this title 
in a group health plan (in which the individual is otherwise eligible to be enrolled) is 
cost-effective (as defined in subsection (e)(2)); 
 
"(2) shall require, in case of an individual so identified and as a condition of the 
individual being or remaining eligible for medical assistance under this title and subject 
to subsection (b)(2), notwithstanding any other provision of this title, that the individual 
(or in the case of a child, the child's parent) apply for enrollment in the group health plan; 
and 
 
"(3) in the case of such enrollment, shall provide for payment of all enrollee premiums 
for such enrollment and all deductibles, coinsurance, and similar costs for items and 
services otherwise covered under the State plan under this title (exceeding the amount 
otherwise permitted under section 1916), and shall treat coverage under the group health 
plan as a third party liability (under section 1902(a)(25)). 
 
"(b)(1) In establishing guidelines under subsection (a)(1), each State shall take into 
account that an individual may only be eligible to enroll in group health plans at limited 
times and only if other individuals (not entitled to medical assistance under the plan) are 
also enrolled in the plan simultaneously. 
 
"(2) If a parent of a child fails to enroll the child in a group health plan in accordance 
with subsection (a)(2), such failure shall not affect the child's eligibility for benefits under 
this title. 
 
"(c)(1)(A) In the case of payments of premiums, deductibles, coinsurance, and similar 
expenses under this section shall be considered, for purposes of section 1903(a), to be 
payments for medical assistance. 
 
"(B) If all members of a family are not eligible for medical assistance under this title and 
enrollment of the members so eligible in a group health plan is not possible without also 
enrolling members not so eligible -- 
 



"(i) payment of premiums for enrollment of such other members shall be treated as 
payments for medical assistance for eligible individuals, if it would be cost-effective 
(taking into account payment of all such premiums), but 
 
"(ii) payment of deductibles, coinsurance, and similar expenses for such other members 
shall not be treated as payments for medical assistance for eligible individuals. 
 
"(2) In the case of a hospital, physician, or other provider that provides care covered 
under the State plan under a group health plan in which an individual entitled to medical 
assistance for such care is enrolled under this section, the provider is deemed to have 
agreed – 
 
"(A) to accept as payment in full the payment amount recognized under the State plan 
(or, if greater, the payment amount provided under the plan), and 
 
"(B) not to charge the individual or the State any amounts that would result in aggregate 
payment (including payments under the plan) exceeding the payment amount so 
recognized under the State plan. 
 
"(3) The fact that an individual is enrolled in a group health plan under this section shall 
not change the individual's eligibility for benefits under the State plan, except insofar as 
section 1902(a)(25) provides that payment for such benefits shall first be made by such 
plan. 
 
"(d)(1) Any different benefits made available, through enrollment under this section, to 
eligible individuals shall not, by reason of section 1902(a)(10), require such benefits be 
made available to other individuals. 
"(2)(A) In the case of any State which is providing medical assistance to its residents 
under a waiver granted under section 1115, the Secretary shall require the State to meet 
the requirements of this section in the same manner as the State would be required to 
meet such requirement if the State had in effect a plan approved under this title. 
 
"(B) This section, and section 1902(a)(25)(G), shall only apply to a State that is one of 
the 50 States or the District of Columbia. 
 
"(e) In this section: 
 
[*H10165] "(1) The term 'group health plan' has the meaning given such term in section 
5000(b)(1) of the Internal Revenue Code of 1986, and includes the provision of 
continuation coverage by such a plan pursuant to title XXII of the Public Health Service 
Act, section 4980B of the Internal Revenue Code of 1986, or title VI of the Employee 
Retirement Income Security Act of 1974. 
 
"(2) The term 'cost-effective' means that the reduction in expenditures under this title 
with respect to an individual who is enrolled in a group health plan is likely to be greater 



than the additional expenditures for premiums and cost-sharing required under this 
section with respect to such enrollment.". 
 
(b) Treatment of Erroneous Excess Payments for Medical Assistance. -- Section 
1903(u)(1)(C)(iv) of such Act (42 U.S.C. 1396b(u)(1)(C)) is amended by inserting before 
the period at the end the following: "or with respect to payments made in violation of 
section 1906". 
 
(c) Optional Minimum 6-Month Eligibility. -- Section 1902(e) of such Act (42 U.S.C. 
1396a(e)) is amended by adding at the end the following new subsection: 
 
"(11)(A) In the case of an individual who is enrolled with a group health plan under 
section 1906 and who would (but for this paragraph) lose eligibility for benefits under 
this title before the end of the minimum enrollment period (defined in subparagraph (B)), 
the State plan may provide, notwithstanding any other provision of this title, that the 
individual shall be deemed to continue to be eligible for such benefits until the end of 
such minimum period, but only with respect to such benefits provided to the individual as 
an enrollee of such plan. 
 
"(B) For purposes of subparagraph (A), the term 'minimum enrollment period' means, 
with respect to an individual's enrollment with a group health plan, a period established 
by the State, of not more than 6 months beginning on the date the individual's enrollment 
under the plan becomes effective.". 
 
(d) Conforming Amendments. -- 
 
(1) Section 1905(a) of the Social Security Act (42 U.S.C. 1396d(a)) is amended by 
adding at the end the following: "The payment described in the first sentence may include 
expenditures for medicare cost-sharing and for premiums under part B of title XVIII for 
individuals who are eligible for medical assistance under the plan and (A) are receiving 
aid or assistance under any plan of the State approved under title I, X, XIV, or XVI, or 
part A of title IV, or with respect to whom supplemental security income benefits are 
being paid under title XVI, or (B) with respect to whom there is being paid a State 
supplementary payment and are eligible for medical assistance equal in amount, duration, 
and scope to the medical assistance made available to individuals described in section 
1902(a)(10)(A), and, except in the case of individuals 65 years of age or older and 
disabled individuals entitled to health insurance benefits under title XVIII who 
are not enrolled under part B of title XVIII, other insurance premiums for medical or any 
other type of remedial care or the cost thereof.". 
 
(2) Section 1903(a)(1) of such Act (42 U.S.C. 1396b(a)(1)) is amended by striking 
"(including expenditures for" and all that follows through "or the cost thereof)". 
 
(e) Effective Date. -- (1) The amendments made by this section apply (except as provided 
under paragraph (2)) to payments under title XIX of the Social Security Act for calendar 



quarters beginning on or after January 1, 1991, without regard to whether or not final 
regulations to carry out such amendments have been promulgated by such date. 
 
(2) In the case of a State plan for medical assistance under title XIX of the Social 
Security Act which the Secretary of Health and Human Services determines requires 
State legislation (other than legislation authorizing or appropriating funds) in order for 
the plan to meet the additional requirements imposed by the amendments made by 
subsection (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 deemed to be a separate 
regular session of the State legislature. 
 
SEC. 4403. COMPUTER MATCHING AND PRIVACY REVISIONS. 
 
(a) Verification Requirements. -- 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, terminate, reduce, or make a final denial 
of any financial assistance or payment under a Federal benefit program to such 
individual, or take other adverse action against such individual, as a result of information 
produced by such matching program, until – 
 
"(A)(i) the agency has independently verified the information; or 
 
"(ii) the Data Integrity Board of the agency, or in the case of a non-Federal agency the 
Data Integrity Board of the source agency, determines in accordance with guidance 
issued by the Director of the Office of Management and Budget that -- 
 
"(I) the information is limited to identification and amount of benefits paid by the source 
agency under a Federal benefit program; and 
 
"(II) there is a high degree of confidence that the information provided to the recipient 
agency is accurate; 
 
"(B) the individual receives a notice from the agency containing a statement of its 
findings and informing the individual of the opportunity to contest such findings; and 
 
"(C)(i) the expiration of any time period established for the program by statute or 
regulation for the individual to respond to that notice; or 
 



"(ii) in the case of a program for which no such period is established, the end of the 30-
day period beginning on the date on which notice under subparagraph (B) is mailed or 
otherwise provided to the individual. 
 
"(2) Independent verification referred to in paragraph (1) requires investigation and 
confirmation of specific information relating to an individual that is used as a basis for an 
adverse action against the individual, including where applicable investigation and 
confirmation of – 
 
"(A) the amount of any asset or income involved; 
 
"(B) whether such individual actually has or had access to such asset or income for such 
individual's own use; and 
 
"(C) the period or periods when the individual actually had such asset or income. 
 
"(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.". 
 
(b) Issuance of Guidance by Director of OMB. -- Not later than 90 days after the date of 
the enactment of this Act, the Director of the Office of Management and Budget shall 
publish guidance under subsection (p)(1)(A)(ii) of section 552a of title 5, United States 
Code, as amended by this section. 
 
(c) Limitation on Application of Verification Requirement. -- Section 
552a(p)(1)(A)(ii)(II) of title 5, United States Code, as amended by subsection (a), shall 
not apply to a program referred to in paragraph (1), (2), or (4) of section 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 determines 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 guidance under subsection (b). 
 
PART 2 -- PROTECTION OF LOW-INCOME MEDICARE BENEFICIARIES 
 
SEC. 4411. EXTENDING MEDICAID PAYMENT FOR MEDICARE PREMIUMS 
FOR CERTAIN INDIVIDUALS WITH INCOME BELOW 125 PERCENT OF THE 
OFFICIAL POVERTY LINE. 
 
(a) Entitlement. -- Section 1902(a)(10)(E)(ii) of the Social Security Act (42 U.S.C. 
1395b(a)(10)(E)(ii)) is amended by inserting "(I)" before "for qualified" and by inserting 
before the comma the following: "and (II) subject to section 1905(p)(4), for individuals 



who would be qualified medicare beneficiaries described in section 1905(p)(1) but for the 
fact that their income exceeds the income level established by the State under section 
1905(p)(2) but is less than 125 percent of the official poverty line (referred to in such 
section) for a family of the size involved". 
 
(b) Federal Payment of Full Costs of Additional Medical Assistance. -- The last sentence 
of section 1905(b) of such Act (42 U.S.C. 1396d(b)) is amended by inserting before the 
period at the end the following: "and with respect to amounts expended for medicare 
cost-sharing described in subsection (p)(3)(A)(i) for individuals described in section 
1902(a)(10)(E)(ii)(II)". 
 
(c) Application in Certain States and Territories. -- Section 1905(p)(4) of such Act (42 
U.S.C. 1396d(p)(4)) is amended -- 
 
(1) in subparagraph (B), by inserting "or 1902(a)(10)(E)(ii)(II)" after "subparagraph (B)", 
and 
 
(2) by adding at the end the following: 
 
"In the case of any State which is providing medical assistance to its residents under a 
waiver granted under section 1115, the Secretary shall require the State to meet the 
requirement of section 1902(a)(10)(E) in the same manner as the State would be required 
to meet such requirement if the State had in effect a plan approved under this title." 
 
(d) Conforming Amendment. -- Section 1843(h) of such Act (42 U.S.C. 1395v(h)) is 
amended by adding at the end the following new paragraph: 
 
"(3) In this subsection, the term 'qualified medicare beneficiary' also includes an 
individual described in section 1902(a)(10)(E)(ii)(II).". 
 
(e) Delay in Counting Social Security COLA Increases Until New Poverty Guidelines 
Published. –  
 
(1) In general. -- Section 1905(p) of such Act is amended -- 
 
(A) in paragraph (1)(B), by inserting ", except as provided in paragraph (2)(D)" 
[*H10166] after "supplementary social security income program", and 
 
(B) by adding at the end of paragraph (2) the following new subparagraph: 
 
"(D)(i) In determing under this subsection the income of an individual who is entitled to 
monthly insurance benefits under title II for a transition month (as defined in clause (ii)) 
in a year, such income shall not include any amounts attributable to an increase in the 
level of monthly insurance benefits payable under such title which have occurred 
pursuant to section 215(i) for benefits payable for months beginning with December of 
the previous year. 



 
"(ii) For purposes of clause (i), the term 'transition month' means each month in a year 
through the month following the month in which the annual revision of the official 
poverty line, referred to in subparagraph (A), is published.". 
 
(2) Conforming amendments. -- Section 1902(m) of such Act (42 U.S.C. 1396a(m)) is 
amended -- 
 
(A) in paragraph (1)(B), by inserting ", except as provided in paragraph (2)(C)" after 
"supplemental security income program", and 
 
(B) by adding at the end of paragraph (2) the following new subparagraph: 
 
"(C) The provisions of section 1905(p)(2)(D) shall apply to determinations of income 
under this subsection in the same manner as they apply to determinations of income 
under section 1905(p).". 
 
(f) Effective Date. -- The amendments made by this section shall apply to calendar 
quarters beginning on or after January 1, 1991, without regard to whether or not 
regulations to implement such amendments are promulgated by such date; except that the 
amendments made by subsection (d) shall apply to determinations of income for months 
beginning with January 1991. 
 
PART 3 -- IMPROVEMENTS IN CHILD HEALTH 
 
SEC. 4421. PHASED-IN MANDATORY COVERAGE OF CHILDREN UP TO 100 
PERCENT OF POVERTY LEVEL. 
 
(a) In General. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a), as amended 
by section 6401(a) of the Omnibus Budget Reconciliation Act of 1989, is amended -- 
 
(1) in subsection (a)(10)(A)(i) -- 
 
(A) by striking "or" at the end of subclause (V), 
 
(B) by striking the semicolon at the end of subclause (VI) and inserting ", or", and 
 
(C) by adding at the end the following new subclause: 
 
"(VII) who are described in subparagraph (D) of subsection (l)(1) and whose family 
income does not exceed the income level the State is required to establish under 
subsection (l)(2)(C) for such a family;"; 
 
(2) in subsection (a)(10)(A)(ii)(IX), by striking "or clause (i)(VI)" and inserting ", clause 
(i)(VI), or clause (i)(VII)"; 
 



(3) in subsection (l) -- 
(A) by amending subparagraph (D) of paragraph (1) to read as follows: 
 
"(D) children born after September 30, 1983, who have attained one year of age but have 
not attained 13 years of age,"; 
 
(B) by striking subparagraph (C) of paragraph (2) and inserting the following: 
 
"(C) For purposes of paragraph (1) with respect to individuals described in subparagraph 
(D) of that paragraph, the State shall establish an income level which is equal to the 100 
percent of the income official poverty line described in subparagraph (A) applicable to a 
family of the size involved."; 
 
(C) in paragraph (3) -- 
 
(i) by inserting ", (a)(10)(A)(i)(VII)," after "(a)(10)(A)(i)(VI)", and 
 
(ii) in subparagraph (E), by striking "the methodology employed" and inserting "a 
methodology which is no more restrictive than the methodology employed"; 
 
(D) in paragraph (4)(A), by inserting "or subsection (a)(10)(A)(i)(VII)" after 
"(a)(10)(A)(i)(VI)"; and 
 
(E) in paragraph (4)(B), by striking "or (a)(10)(A)(i)(VI)" after ", (a)(10)(A)(i)(VI), or 
(a)(10)(A)(i)(VII)"; and 
 
(4) in subsection (r)(2)(A), by inserting "(a)(10)(A)(i)(VII)," after "(a)(10)(A)(i)(VI),". 
 
(b) Additional Conforming Amendments. -- 
 
(1) Section 1903(f)(4) of such Act (42 U.S.C. 1396b(f)(4)) is amended -- 
 
(A) by striking "1902(a)(10)(A)(i)(IV)," and inserting "1902(a)(10)(A)(i)(III), 
1902(a)(10)(A)(i)(IV), 1902(a)(10)(A)(i)(V),", and 
 
(B) by inserting after "1902(a)(10)(A)(i)(VI)," the following: "1902(a)(10)(A)(i)(VII), 
1902(a)(1)(A)(ii)(I),". 
 
(2) Subsections (a)(3)(C) and (b)(3)(C)(i) of section 1925 of such Act (42 U.S.C. 1396r-
6), as amended by section 6411(i)(3) of the Omnibus Budget Reconciliation Act of 1989, 
are each amended by inserting "(i)(VII)," after "(i)(VI)". 
 
(c) Effective Date. -- (1) The amendments made by this section apply (except as 
otherwise provided in this subsection) to payments under title XIX of the Social Security 
Act for calendar quarters beginning on or after July 1, 1991, without regard to whether or 
not final regulations to carry out such amendments have been promulgated by such date. 



(2)(A) In the case of a State plan for medical assistance under title XIX of the Social 
Security Act which the Secretary of Health and Human Services determines requires 
State legislation (other than legislation authorizing or appropriating funds) in order for 
the plan to meet the additional requirements imposed by the amendments made by this 
section, 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 these additional requirements 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. 
 
(B) In the case of the State of Texas, the State plan shall not be regarded as failing to 
comply with the requirements of title XIX of the Social Security Act solely on the basis 
of its failure to meet the additional requirements imposed by the amendments made by 
this section before September 1, 1991. 
 
SEC. 4422. MANDATORY CONTINUATION OF BENEFITS THROUGHOUT 
PREGNANCY OR FIRST YEAR OF LIFE. 
 
(a) In General. -- Section 1902(e) of the Social Security Act (42 U.S.C. 1396a(e)) is 
amended -- 
 
(1) in the first sentence of paragraph (4), by inserting "(or would remain if pregnant)" 
after "remains"; and 
 
(2) in paragraph (6) -- 
 
(A) by striking "At the option of a State, in" and inserting "In"; 
 
(B) by striking "the State plan may nonetheless treat the woman as being" and inserting 
"the woman shall be deemed to continue to be"; and 
 
(C) by adding at the end the following new sentence: "The preceding sentence shall not 
apply in the case of a woman who has been provided ambulatory prenatal care pursuant 
to section 1920 during a presumptive eligibility period and is then, in accordance with 
such section, determined to be ineligible for medical assistance under the State plan.". 
 
(b) Effective Date. -- 
 
(1) Infants. -- The amendment made by subsection (a)(1) shall apply to individuals born 
on or after January 1, 1991, without regard to whether final regulations to carry out such 
amendment have been promulgated by such date. 
 
(2) Pregnant women. -- The amendments made by subsection (a)(2) shall apply with 
respect to determinations to terminate the eligibility of women, based on change of 



income, made on or after January 1, 1991, without regard to whether final regulations to 
carry out such amendments have been promulgated by such date. 
 
SEC. 4423. MANDATORY USE OF OUTREACH LOCATIONS OTHER THAN 
WELFARE OFFICES. 
 
(a) In General. -- Section 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)), as 
amended by section 4401(a)(2) of this title, is amended -- 
 
(1) by striking "and" at the end of paragraph (53), 
 
(2) by striking the period at the end of paragraph (54) and inserting "; and", and 
 
(3) by inserting after paragraph (54) the following new paragraph: 
 
"(55) provide for receipt and initial processing of applications of individuals for medical 
assistance under subsections (a)(10)(A)(i)(IV), (a)(10)(A)(i)(VI), (a)(10)(A)(i)(VII), or 
(a)(10)(A)(ii)(IX) -- 
 
"(A) at locations which are other than those used for the receipt and processing of 
applications for aid under part A of title IV and which include facilities defined as 
disproportionate share hospitals under section 1923(a)(1)(A) and Federally-qualified 
health centers described in section 1905(l)(2)(B), and 
 
"(B) using applications which are other than those used for applications for aid under 
such part.". 
 
(b) Effective Date. -- The amendments made by subsection (a) apply to payments under 
title XIX of the Social Security Act for calendar quarters beginning on or after July 1, 
1991, without regard to whether or not final regulations to carry out such amendments 
have been promulgated by such date. 
 
SEC. 4424. PRESUMPTIVE ELIGIBILITY. 
 
(a) Extension of Presumptive Eligibility Period. -- Section 1920 of the Social Security 
Act (42 U.S.C. 1396r-1) is amended -- 
 
(1) in subsection (b)(1)(B) -- 
 
(A) by adding "or" at the end of clause (i), 
 
(B) by striking clause (ii), and 
 
(C) by amending clause (iii) to read as follows: 
 
"(ii) in the case of a woman who does not file an application by the last day of the month 



following the month during which the provider makes the determination referred to in 
subparagraph (A), such last day; and"; and (2) in subsections (c)(2)(B) and (c)(3), by 
striking "within 14 calendar days after the date on which" and inserting "by not later than 
the last day of the month following the month during which". 
 
(b) Flexibility in Application. -- Section 1920(c)(3) of such Act (42 U.S.C. 1396r-1(c)(3)) 
is amended by inserting before the period at the end the following: ", which application 
may be the application used for the receipt of medical assistance by individuals described 
in section 1902(l)(1)(A)". 
 
(c) Effective Dates. -- 
 
(1) The amendments made by subsection (a) apply to payments under title XIX of 
[*H10167] the Social Security Act for calendar quarters beginning on or after July 1, 
1991, without regard to whether or not final regulations to carry out such amendments 
have been promulgated by such date. 
 
(2) The amendment made by subsection (b) shall be effective as if included in the 
enactment of section 9407(b) of the Omnibus Budget Reconciliation Act of 1986. 
 
SEC. 4425. ROLE IN PATERNITY DETERMINATIONS. 
 
(a) In General. -- Section 1912(a)(1)(B) of the Social Security Act (42 U.S.C. 
1396k(a)(1)(B)) is amended by inserting "the individual is described in section 
1902(l)(1)(A) or" after "unless (in either case)". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act. 
 
SEC. 4426. REPORT AND TRANSITION ON ERRORS IN ELIGIBILITY 
DETERMINATIONS. 
 
(a) Report. -- The Secretary of Health and Human Services shall report to Congress, by 
not later than July 1, 1991, on error rates by States in determining eligibility of 
individuals described in subparagraph (A) or (B) of section 1902(l)(1) of the Social 
Security Act for medical assistance under plans approved under title XIX of such Act. 
Such report may include data for medical assistance provided before July 1, 1989. 
 
(b) Error Rate Transition. -- There shall not be taken into account, for purposes of section 
1903(u) of the Social Security Act, payments and expenditures for medical assistance 
which -- 
 
(1) are attributable to medical assistance for individuals described in subparagraph (A) or 
(B) of section 1902(l)(1) of such Act, and 
 



(2) are made on or after July 1, 1989, and before the first calendar quarter that begins 
more than 12 months after the date of submission of the report under subsection (a). 
 
PART 4 -- NURSING HOME REFORM PROVISIONS 
 
SEC. 4431. MEDICAID NURSING HOME REFORM. 
 
(a) Nurse Aide Training. -- 
 
(1) No compliance actions before effective date of guidelines. -- The Secretary of Health 
and Human Services shall not take (and shall not continue) any action against a State 
under section 1904 of the Social Security Act on the basis of the State's failure to meet 
the requirement of section 1919(e)(1)(A) of such Act before the effective date of 
guidelines, issued by the Secretary, establishing requirements under section 
1919(f)(2)(A)(ii)(I) of such Act, if the State demonstrates to the satisfaction of the 
Secretary that it has made a good faith effort to meet such requirement before such 
effective date. 
 
(2) Clarification of grace period for nurse training of individuals. -- Section 
1919(b)(5)(A) of the Social Security Act (42 U.S.C. 1396r(b)(5)(A)) is amended -- 
 
(A) by striking "for more than 4 months", and 
 
(B) by striking the period at the end and inserting a semicolon and the following: 
 
"except that such requirement shall not apply to an individual who has been used (on a 
full-time, temporary, per diem, or other basis) as a nurse aide for less than 90 days in any 
nursing facility.". 
 
(3) Clarification of nurse aides not subject to charges. -- Section 1919(f)(2)(A)(iv)(II) of 
such Act (42 U.S.C. 1396r(f)(2)(A)(iv)(II)) is amended by inserting after "nurse aide" the 
following: "who is employed by (or who has entered into an employment agreement 
with) a facility". 
 
(4) Modification of nursing facility deficiency standards. -- Section 1919(f)(2)(B)(iii)(I) 
of such Act (42 U.S.C. 1396r(f)(2)(B)(iii)(I)) is amended to read as follows: 
 
"(I) offered by or in a nursing facility which, within the previous 2 years, has operated 
under a waiver under subsection (b)(4)(C)(ii) or has been subject to an extended (or 
partial extended) survey under subsection (g)(2)(B)(i), or". 
 
(5) Clarification of state responsibility to determine competency. -- Section 1919(f)(2)(B) 
of such Act (42 U.S.C. 1396r(f)(2)(B)) is amended, in the second sentence, by inserting 
"(through subcontract or otherwise)" after "may not delegate". 
 



(6) Effective date. -- The amendments made by this subsection shall take effect as if they 
were included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
 
(b) Preadmission Screening and Annual Resident Review. -- 
 
(1) No compliance actions before effective date of guidelines. -- The Secretary of Health 
and Human Services shall not take (and shall not continue) any action against a State 
under section 1904 or section 1919(e)(7)(D) of the Social Security Act on the basis of the 
State's failure to meet the requirement of section 1919(e)(7)(A) of such Act before the 
effective date of guidelines, issued by the Secretary, establishing minimum criteria under 
section 1919(f)(8)(A) of such Act, if the State demonstrates to the satisfaction of the 
Secretary that it has made a good faith effort to meet such requirement before such 
effective date. 
 
(2) Clarification with respect to admissions and readmission from a hospital. -- Section 
1919 of the Social Security Act (42 U.S.C. 1396r) is amended -- 
 
(A) in subsection (b)(3)(F), by striking "A nursing facility" and by inserting "Except as 
provided in clauses (ii) and (iii) of subsection (e)(7)(A), a nursing facility"; and 
 
(B) in subsection (e)(7)(A) -- 
 
(i) by redesignating the first 2 sentences as clause (i) with the following heading (and 
appropriate indentation):  
 
"(i) In general. -- ", and 
 
(ii) by adding at the end the following: 
 
"(ii) Clarification with respect to certain readmissions. -- The preadmission screening 
program under clause (i) need not provide for determinations in the case of the 
readmission to a nursing facility of an individual who, after being admitted to the nursing 
facility, was transferred for care in a hospital. 
 
"(iii) Exception for certain hospital discharges. -- The preadmission screening program 
under clause (i) shall not apply to the admission to a nursing facility of an individual -- 
 
"(I) who is admitted to the facility directly from a hospital after receiving acute inpatient 
care at the hospital, 
 
"(II) who requires nursing facility services for the condition for which the individual 
received care in the hospital, and 
 
"(III) whose attending physician has certified, before admission to the facility, that the 
individual is likely to require less than 30 days of nursing facility services.". 
 



(3) Delay in application to private pay residents. -- 
 
(A) In general. -- Section 1919(e)(7) of such Act (42 U.S.C. 1396r(e)(7)) is amended -- 
 
(i) in subparagraph (A), as amended by paragraph (2)(B) of this subsection -- 
 
(I) in clause (i), by inserting "except as provided in clause (iv)," after "January 1, 1989,", 
and 
 
(II) by adding at the end the following new clause: 
 
"(iv) Delay in application of preadmission screening for private pay residents. -- In the 
case of an individual who, at the time of admission to a nursing facility, is not entitled to 
benefits under this title, the preadmission screening requirements of this subparagraph 
shall not apply until such time as the resident is so entitled and, in such case, the 
preadmission screening requirements shall apply as of the end of the day following the 
date on which the individual is determined to be so entitled. The previous sentence shall 
not be construed as prohibiting a State from imposing such a preadmission screening 
requirement with respect to individuals not so entitled at the time of admission."; and 
 
(ii) in subparagraph (B) -- 
 
(I) in clauses (i) and (ii), by inserting "except as provided in clause (iv)," after "April 1, 
1990," each place it appears, 
 
(II) in clause (iii)(III), by inserting ", except as provided in clause (iv)" after "April 1, 
1990", and 
 
(III) by adding at the end the following new clause: 
 
"(iv) Delay in application of annual resident review for private pay residents. -- In the 
case of an individual who, at the time of admission to a nursing facility, is not entitled to 
benefits under this title, the annual resident review requirements of this subparagraph 
shall not apply until such time as the resident is so entitled. The previous sentence shall 
not be construed as prohibiting a State from imposing such an annual resident review 
requirement with respect to individuals not so entitled at the time of admission.". 
 
(B) No compliance action for previous noncompliance. -- The Secretary of Health and 
Human Services may not impose any sanction against a State under section 1904 or 
section 1919(e)(7)(D) of the Social Security Act due to the State's failure to comply with 
the preadmission screening requirements of section 1919(e)(7)(A) of such Act insofar as 
such requirements applied with respect to individuals not entitled to benefits under title 
XIX of such Act at the time of their admission. 
 
(4) Denial of payments for certain residents not requiring nursing facility services. – 
Section 1919(e)(7) of such Act (42 U.S.C. 1395r(e)(7)) is amended -- 



(A) in subparagraph (D) -- 
 
(i) in the heading, by striking "where failure to conduct preadmission screening", 
 
(ii) by designating the first sentence as clause (i) with the following heading (and 
appropriate indentation): 
 
"(i) For failure to conduct preadmission screening or annual review. -- ", and 
 
(iii) by adding at the end the following new clause: 
 
"(ii) For certain residents not requiring nursing facility level of services. -- No payment 
may be made under section 1903(a) with respect to nursing facility services furnished to 
an individual (other than an individual described in subparagraph (C)(i)) who does not 
require the level of services provided by a nursing facility."; and 
 
(B) in subparagraph (E), by striking "the requirement of this paragraph" and inserting 
"the requirements of subparagraphs (A) through (C) of this paragraph". 
 
(5) No delegation of authority to conduct screening and reviews. -- Section 1919 of such 
Act is further amended -- 
 
(A) in subsection (b)(3)(F), by adding at the end the following: 
"A State mental health authority and a State mental retardation or developmental 
disability authority may not delegate (by subcontract or otherwise) their responsibilities 
under this subparagraph to a nursing facility (or to an entity that has a direct or 
[*H10168] indirect affiliation or relationship with such a facility)."; and 
 
(B) in subsection (e)(7)(B), as amended by paragraph (3)(A)(ii) of this subsection, by 
adding at the end the following new clause: 
 
"(v) Prohibition of delegation. -- A State mental health authority, a State mental 
retardation or developmental disability authority, and a State may not delegate (by 
subcontract or otherwise) their responsibilities under this subparagraph to a nursing 
facility (or to an entity that has a direct or indirect affiliation or relationship with such a 
facility).". 
 
(6) Annual reports. -- 
 
(A) State reports. -- Section 1919(e)(7)(C) of such Act (42 U.S.C. 1396r(e)(7)(C)) is 
amended by adding at the end the following new clause: 
 
"(iv) Annual report. -- Each State shall report to the Secretary annually concerning the 
number and disposition of residents described in each of clauses (ii) and (iii).". 
 



(B) Secretarial report. -- Section 4215 of the Omnibus Budget Reconciliation Act of 1987 
is amended by adding at the end the following new sentence: "Each such report shall also 
include a summary of the information reported by States under section 1919(e)(7)(C)(iv) 
of such Act.". 
 
(7) Revision of alternative disposition plans. -- Section 1919(e)(7)(E) of the Social 
Security Act (42 U.S.C. 1396r(e)(7)(E)) is amended by adding at the end the following: 
"The State may revise such an agreement, subject to the approval of the Secretary, before 
October 1, 1991, but only if, under the revised agreement, all residents subject to the 
agreement who do not require the level of services of such a facility are discharged from 
the facility by not later than April 1, 1994.". 
 
(8) Definition of mentally ill. -- Section 1919(e)(7)(G)(i) of such Act (42 U.S.C. 
1396r(e)(7)(G)(i)) is amended by striking "primary or secondary" and all that follows 
through "3rd edition)" and inserting "serious mental illness (as defined by the Secretary)". 
 
(9) Substitution of "specialized services" for "active treatment". -- Sections 1919(b)(3)(F) 
and 1919(e)(7) of such Act (42 U.S.C. 1396r(b)(3)(F), 1396r(e)(7)) are each amended by 
striking "active treatment" and "active treatment" each place either appears and inserting 
"specialized services" and "specialized services", respectively. 
 
(10) Effective dates. –  
 
(A) In general. -- Except as provided in subparagraph (B), the amendments made by this 
subsection shall take effect as if they were included in the enactment of the Omnibus 
Budget Reconciliation Act of 1987. 
 
(B) Exception. -- The amendments made by paragraphs (3), (5), (7), and (9) shall take 
effect on the date of the enactment of this Act, without regard to whether or not 
regulations to implement such amendments have been promulgated. 
 
(c) Enforcement Process. -- The Secretary of Health and Human Services shall not take 
(and shall not continue) any action against a State under section 1904 of the Social 
Security Act on the basis of the State's failure to meet the requirements of section 
1919(h)(2) of such Act before the effective date of guidelines, issued by the Secretary, 
regarding the establishment of remedies by the State under such section, if the State 
demonstrates to the satisfaction of the Secretary that it has made a good faith effort to 
meet such requirements before such effective date. 
 
(d) Supervision of Health Care of Residents of Nursing Facilities by Nurse Practitioners 
and Clinical Nurse Specialists Acting in Collaboration With Physicians. -- 
 
(1) In general. -- Section 1919(b)(6)(A) of such Act (42 U.S.C. 1396r(b)(6)(A)) is 
amended by inserting "(or, at the option of a State, under the supervision of a nurse 
practitioner or clinical nurse specialist who is not an employee of the facility but who is 
working in collaboration with a physician)" after "physician". 



(2) Effective date. -- The amendment made by paragraph (1) applies with respect to 
nursing facility services furnished on or after October 1, 1990, without regard to whether 
or not final regulations to carry out such amendment have been promulgated by such 
date. 
 
(e) Other Amendments. -- 
 
(1) Assurance of appropriate payment amounts. -- 
 
(A) In general. -- Section 1902(a)(13)(A) of the Social Security Act (42 U.S.C. 
1396a(a)(13)(A)) is amended by inserting "(including the costs of services required to 
attain or maintain the highest practicable physical, mental, and psychosocial well-being 
of each resident eligible for benefits under this title)" after "take into account the costs". 
 
(B) Details in plan amendment. -- Section 4211(b)(2) of the Omnibus Budget 
Reconciliation Act of 1987 is amended by inserting after the first sentence the following: 
"Each such amendment shall include a detailed description of the specific methodology 
to be used in determining the appropriate adjustment in payment amounts for nursing 
facility services.". 
 
(2) Disclosure of information of quality assessment and assurance committees. -- Section 
1919(b)(1)(B) of the Social Security Act (42 U.S.C. 1396r(b)(1)(B)) is amended by 
adding at the end the following new sentence: "A State or the Secretary may not require 
disclosure of the records of such committee except insofar as such disclosure is related to 
the compliance of such committee with the requirements of this subparagraph.". 
 
(3) Period for resident assessment. -- Section 1919(b)(3)(C)(i)(I) of such Act (42 U.S.C. 
1396r(b)(3)(C)(i)(I)) is amended by striking "4 days" and inserting "14 days". 
 
(4) Clarification of responsibility for services for mentally ill and mentally retarded 
residents. -- Section 1919(b)(4)(A) of such Act (42 U.S.C. 1396r(b)(4)(A)) is amended -- 
 
(A) by striking "and" at the end of clause (v), 
 
(B) by striking the period at the end of clause (vi) and inserting "; and", and 
 
(C) by inserting after clause (vi) the following new clause: 
 
"(vii) treatment and services required by mentally ill and mentally retarded residents not 
otherwise provided or arranged for (or required to be provided or arranged for) by the 
State.". 
 
(5) Clarification of extent of state waiver authority. -- Section 1919(b)(4)(C)(ii) of such 
Act (42 U.S.C. 1396r(b)(4)(C)(ii)) is amended by striking "A State" and all that follows 
through "a facility if" and inserting "To the extent that a facility is unable to meet the 



requirements of clause (i), a State may waive such requirements with respect to the 
facility if". 
 
(6) Clarification of definition of nurse aide. -- Section 1919(b)(5)(F)(i) of such Act (42 
U.S.C. 1396r(b)(5)(F)(i)) is amended by striking "(G))," and inserting "(G)) or a 
registered dietician,". 
 
(7) Clarification of requirements for social services staff. -- Section 1919(b)(7) of such 
Act (42 U.S.C. 1396r(b)(7)) is amended by striking "one social worker" and all that 
follows and inserting the following: "one individual employed full-time to provide or 
assure the provision of social services who -- 
 
"(A) is a social worker with at least a bachelor's degree in social work or similar 
professional qualifications; or 
 
"(B) is provided with on-going consultation and assistance in providing such services by 
a social worker (with the qualifications described in subparagraph (A)) employed by the 
facility.". 
 
(8) Charges applicable in cases of certain medicaid-eligible individuals. -- 
 
(A) In General. -- Section 1919(c) of such Act (42 U.S.C. 1396r(c)) is amended -- 
 
(i) by redesignating paragraph (7) as paragraph (8), and 
 
(ii) by inserting after paragraph (6) the following new paragraph: 
 
"(7) Limitation on charges in case of medicaid-eligible individuals. -- 
 
"(A) In general. -- A nursing facility may not impose charges, for certain medicaid-
eligible individuals for nursing facility services covered by the State under its plan under 
this title, that exceed the payment amounts established by the State for such services 
under this title. 
 
"(B) Certain medicaid individuals defined. -- In subparagraph (A), the term 'certain 
medicaid eligible individual' means an individual who is entitled to medical assistance for 
nursing facility services in the facility under this title but with respect to whom such 
benefits are not being paid because, in determining the amount of the individual's income 
to be applied monthly to payment for the costs of such services, the amount of such 
income exceeds the payment amounts established by the State for such services under 
this title.". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall take effect on the 
date of the enactment of this Act, without regard to whether or not regulations to 
implement such amendments have been promulgated. 
 



(9) Residents' rights to refuse intra-facility transfers to move the resident to a medicare-
qualified portion. -- Section 1919(c)(1)(A) of such Act (42 U.S.C. 1396r(c)(1)(A)) is 
amended – 
 
(A) by redesignating clause (x) as clause (xi) and by inserting after clause (ix) the 
following new clause: 
 
"(x) Refusal of certain transfers. -- The right to refuse a transfer to another room within 
the facility, if a purpose of the transfer is to relocate the resident from a portion of the 
facility that is not a skilled nursing facility (for purposes of title XVIII) to a portion of the 
facility that is such a skilled nursing facility."; and 
 
(B) by adding at the end the following: "A resident's exercise of a right to refuse transfer 
under clause (x) shall not affect the resident's eligibility or entitlement to medical 
assistance under this title or a State's entitlement to Federal medical assistance under this 
title with respect to services furnished to such a resident.". 
 
(10) Residents' rights regarding advance directives. -- Section 1919(c)(1) of such Act (42 
U.S.C. 1396r(c)(1)), as amended by paragraph (9), is amended -- 
 
(A) in subparagraph (A) -- 
 
(i) by redesignating clause (xi) as clause (xii), and 
 
(ii) by inserting after clause (x) the following new clause: 
 
"(xi) Advance directives. -- The right to compliance by the facility with the provisions of 
an advance directive."; and 
 
(B) by adding at the end the following new subparagraph: 
 
"(E) Definition. -- In this paragraph, the term 'advance directive' means a written 
instruction, such as a living will or durable power of attorney for health care, recognized 
under State law and relating to the [*H10169] provision of such care when the individual 
is incapacitated.". 
 
(11) Resident access to clinical records. -- Section 1919(c)(1)(A)(iv) of such Act (42 
U.S.C. 1396r(c)(1)(A)(iv)) is amended by inserting before the period at the end the 
following: "and to access to current clinical records of the resident promptly upon request 
by the resident". 
 
(12) Inclusion of state notice of rights in facility notice of rights. -- Section 
1919(c)(1)(B)(ii) of such Act (42 U.S.C. 1396r(c)(1)(B)(ii)) is amended by inserting 
"including the notice (if any) of the State developed under subsection (e)(6)" after "in 
such rights)". 
 



(13) Removal of duplicative requirement for qualifications of nursing home 
administrators. -- Effective October 1, 1990 -- 
 
(A) paragraph (29) of section 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)) is 
repealed, and 
 
(B) section 1908 of such Act (42 U.S.C. 1396g) is repealed. 
 
(14) Clarification of nurse aide registry requirements. -- Section 1919(e)(2) of such Act 
(42 U.S.C. 1396r(e)(2)) is amended -- 
 
(A) in subparagraph (A), by striking the period and inserting the following: ", or any 
individual described in subsection (f)(2)(B)(ii) or in subparagraph (B) or (C) of section 
6901(b)(4) of the Omnibus Budget Reconciliation Act of 1989." and 
 
(B) by adding at the end the following new subparagraph: 
 
"(C) Prohibition against charges. -- A State may not impose any charges on a nurse aide 
relating to the registry established and maintained under subparagraph (A).". 
 
(15) Clarification on findings of neglect. -- Section 1919(g)(1)(C) of such Act (42 U.S.C. 
1396r(g)(1)(C)) is amended by adding at the end the following: "A State shall not make a 
finding that an individual has neglected a resident if the individual demonstrates that such 
neglect was caused by factors beyond the control of the individual.". 
 
(16) Timing of public disclosure of survey results. -- Section 1919(g)(5)(A)(i) of such 
Act (42 U.S.C. 1396r(g)(5)(A)(i)) is amended by striking "deficiencies and plans" and 
inserting "deficiencies, within 14 calendar days after such information is made available 
to those facilities, and approved plans". 
 
(17) Denial of payment of legal fees for frivolous litigation. -- Section 1903(i) of such 
Act (42 U.S.C. 1396b(i)), as amended by section 4401(a)(1)(B) of this title, is amended -- 
 
(A) by striking "or" at the end of paragraph (9); 
 
(B) by striking the period at the end of paragraph (10) and inserting "; or"; and 
 
(C) by inserting after paragraph (10) the following new paragraph: 
 
"(11) with respect to any amount expended to reimburse (or otherwise compensate) a 
nursing facility for payment of legal expenses associated with any action initiated by the 
facility that is dismissed on the basis that no reasonable legal ground existed for the 
institution of such action." 
 



(18) Effective dates. -- The amendments made by this subsection (other than by 
paragraphs (8) and (13)) shall take effect as if they were included in the enactment of the 
Omnibus Budget Reconciliation Act of 1987. 
 
PART 5 -- MISCELLANEOUS 
 
Subpart A -- Payments 
 
SEC. 4441. STATE MEDICAID MATCHING PAYMENTS THROUGH  
VOLUNTARY CONTRIBUTIONS AND STATE TAXES. 
 
(a) Voluntary Contributions. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) 
is amended by adding at the end the following new subsection: 
 
"(s)(1)(A) Subject to subparagraphs (B) and (C), financial participation described in 
subsection (a)(2) may include the application of private funds donated by hospitals to, 
and subject to the unrestricted control of, the State. 
 
"(B) Financial participation -- 
 
"(i) may not include donations to the extent their aggregate amount exceeds in any 
Federal fiscal year 10 percent of the non-Federal portion of expenditures under the plan 
in the year, and 
 
"(ii) may not include donations made by, or on behalf of, or with respect to, any 
particular hospital, to the extent that their aggregate amount in an annual cost reporting 
period exceeds 10 percent of the gross revenues of the hospital (not taking into account 
any Federal revenues under this title or under title V or title XVIII). 
 
"(C) For purposes of this paragraph, the fact that a hospital may receive some benefit 
from a transfer of funds to a State shall not prevent the transfer from being treated as the 
donation of funds, unless the amount of benefit to the hospital is directly related, in 
timing and amount, to the timing and amount of the transfer.". 
 
(b) State Tax Contributions. -- Section 1902(s) of such Act, added by the amendment 
made by subsection (a), is amended by adding at the end the following new paragraph: 
 
"(2) Nothing in this title (including sections 1903(a) and 1905(a)) shall be construed as 
authorizing the Secretary to deny or limit payments to a State for expenditures, for 
medical assistance for items or services, attributable to taxes (whether or not of general 
applicability) imposed with respect to the provision of such items or services.". 
 
(c) Effective Dates. -- 
 
(1) Voluntary contribution. -- The amendment made by subsection (a) shall apply to 
funds donated on or after January 1, 1991. 



 
(2) State tax contribution. -- The amendment made by subsection (b) shall take effect on 
January 1, 1991. 
 
SEC. 4442. DISPROPORTIONATE SHARE HOSPITALS: COUNTING OF 
INPATIENT DAYS AND TREATMENT OF CAPITAL PASS-THROUGHS. 
 
(a) Clarification of Medicaid Disproportionate Share Adjustment Calculation. -- Section 
1923(b)(2) of the Social Security Act (42 U.S.C. 1396r-4(b)(2)) is amended by adding at 
the end the following new sentence: "In this paragraph, the term 'inpatient day' includes 
each day in which an individual (including a newborn) is an inpatient in the hospital, 
whether or not the individual is in a specialized ward and whether or not the individual 
remains in the hospital for lack of suitable placement elsewhere.". 
 
(b) Federal Financial Participation for Medicaid Capital Payments. -- Section 1902(h) of 
such Act (42 U.S.C. 1396a(h)) is amended by inserting "(including pass-through 
payments for capital costs)" after "payment adjustments". 
 
(c) Effective Dates. -- 
 
(1) Clarification of inpatient days. -- The amendment made by subsection (a) shall take 
effect on July 1, 1990. 
 
(2) Federal financial participation. -- The amendment made by subsection (b) shall be 
effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 
1981. 
 
SEC. 4443. DISPROPORTIONATE SHARE HOSPITALS: ALTERNATIVE STATE 
PAYMENT ADJUSTMENTS AND SYSTEMS. 
 
(a) Alternative State Payment Adjustments. -- Section 1923(c) of the Social Security Act 
(42 U.S.C. 1396r-4(c)) is amended -- 
 
(1) by striking "or" at the end of paragraph (1); 
 
(2) by adding "or" at the end of paragraph (2); and 
 
(3) by inserting after paragraph (2) the following new paragraph: 
 
"(3) provide for a minimum specified additional payment amount (or increased 
percentage payment) based on a formula that takes into account the characteristics of 
patients of categories of disproportionate share hospitals in the State and that does not 
take into account (and is not related in timing or amount to) the amount or timing of any 
voluntary contribution directly or indirectly by such a hospital;". 
 
(b) Clarification of Special Rule for State Using Health Insuring Organization. -- Section 



1923(e)(2) of such Act (42 U.S.C. 1396r-4(e)(2)) is amended by striking "during the 3-
year period". 
 
(c) Effective Date. -- The amendments made by this section shall take effect as if 
included in the enactment of section 412(a)(2) of the Omnibus Budget Reconciliation Act 
of 1987. 
 
SEC. 4444. DISPROPORTIONATE SHARE HOSPITALS: MINIMUM PAYMENT 
ADJUSTMENT FOR CERTAIN HOSPITALS. 
 
Section 1923 of the Social Security Act (42 U.S.C. 1396r-4) is amended -- 
 
(1) in subsection (c), by striking "In order" and inserting "Except as provided in 
subsection (f), in order"; and 
 
(2) by adding at the end the following new subsection: 
 
"(f) Minimum Payment Adjustment for Certain Hospitals. -- 
 
"(1) Amount of payment. -- In the case of a hospital described in paragraph (2), the 
appropriate increase in the rate or amount of payments required under subsection 
(a)(1)(B) shall be equal to at least one-half of the amount paid under the State plan to the 
hospital for operating costs for inpatient hospital services (of the kind described in 
section 1886(a)(4)), except that the aggregate payments made to such a hospital by a 
State during a fiscal year under the plan may not exceed the reasonable costs to such 
hospital of providing inpatient and outpatient hospital services to individuals eligible for 
benefits under this title during the year. 
 
"(2) Description of hospital. -- A hospital described in this paragraph is a hospital that -- 
 
"(A) is a nonprofit, private entity which is not a teaching hospital; 
 
"(B) has a medicaid inpatient utilization rate (as defined in subsection (b)(2)) of at least 
45 percent; 
 
"(C) has a private pay utilization rate (as defined in paragraph (3)) of not more than 8 
percent; and 
 
"(D) is located in a health manpower shortage area (as defined in section 332 of the 
Public Health Service Act) in a State which had a waiver approved and in effect under 
section 1915(b)(4) as of the date of the enactment of this subsection. 
 
"(3) Definition. -- In paragraph (2)(C), the term 'private pay utilization rate' means, for a 
hospital, a fraction (expressed as a percentage), the numerator of which is the hospital's 
number of inpatient days attributable to patients who (for such days) have private third 



party coverage of health benefits in a period, and the denominator of which is [*H10170] 
the total number of the hospital's inpatient days in that period.". 
 
(b) Conforming Amendment. -- Section 1923(b)(2) of such Act (42 U.S.C. 1396r-4(b)(2)) 
is amended by striking "(1)(A)" and inserting "(1)(A) and subsection (f)". 
 
(c) Effective Date. -- The amendments made by this section shall apply to calendar 
quarters beginning on or after January 1, 1991, and before October 1, 1993, without 
regard to whether or not regulations to implement such amendments have been 
promulgated by such date. 
 
SEC. 4445. FEDERALLY-QUALIFIED HEALTH CENTERS. 
 
(a) Clarification of Use of Medicare Payment Methodology. -- Section 1902(a)(13)(E) of 
the Social Security Act (42 U.S.C. 1396a(a)(13)(E)) is amended -- 
 
(1) by striking "may prescribe" the first place it appears and inserting "prescribes", and 
 
(2) by striking "on such tests of reasonableness as the Secretary may prescribe in 
regulations under this subparagraph" and inserting "on the same methodology used under 
section 1833(a)(3)". 
 
(b) Minimum Payment Rates by Health Maintenance Organizations. -- Section 
1903(m)(2)(A) of such Act (42 U.S.C. 1396b(m)(2)(A)) is amended -- 
 
(1) by striking "and" at the end of clause (vii), 
 
(2) by striking the period at the end of clause (viii) and inserting ", and", and 
 
(3) by adding at the end the following new clause: 
 
"(ix) such contract provides, in the case of an entity that is a Federally-qualified health 
center or that provides for services through arrangements with such a center, that (I) rates 
of prepayment from the State are adjusted to reflect fully the rates of payment specified 
in section 1902(a)(13)(E), and (II) payments made by the entity to such a center for 
services described in 1905(a)(2)(C) are made at the rates of payment specified in section 
1902(a)(13)(E).". 
 
(c) Clarification in Treatment of Outpatients. -- Section 1905(l)(2) of such Act (42 U.S.C. 
1396d(l)(2)) is amended -- 
 
(1) in subparagraph (A), by striking "outpatient" and inserting "patient (other than an 
inpatient)", and 
 
(2) in subparagraph (B), by striking "facility" and inserting "entity". 
 



(d) Treatment of Indian Tribes. -- The first sentence of section 1905(l)(2)(B) of such Act 
(42 U.S.C. 1396d(l)(2)(B)) is amended -- 
 
(1) by striking the period at the end and inserting a comma, and 
 
(2) by adding, after and below clause (ii), the following: 
 
"and includes an outpatient health program or facility operated by a tribe or tribal 
organization under the Indian Self-Determination Act (Public Law 93-638).". 
 
(e) Technical Correction. -- Section 6402 of the Omnibus Budget Reconciliation Act of 
1989 is amended -- 
 
(1) by striking subsection (c), and 
 
(2) by amending subsection (d) to read as follows: 
 
"(c) Effective Date. -- The amendments made by this section (except as otherwise 
provided in such amendments) shall take effect on the date of the enactment of this Act.". 
 
(f) Effective Date. -- The amendments made by this section shall be effective as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
SEC. 4446. HOSPICE PAYMENTS. 
 
(a) In General. -- Section 1905(o)(3) of the Social Security Act (42 U.S.C. 1396d(o)(3)) 
is amended -- 
 
(1) by striking "a State which elects" and all that follows through "with respect to" the 
first place it appears, 
 
(2) by striking "skilled nursing or intermediate care facility" in subparagraphs (A) and  
 
(C) and inserting "nursing facility or intermediate care facility for the mentally retarded"; 
 
(3) by striking "the amounts allocated under the plan for room and board in the facility, in 
accordance with the rates established under section 1902(a)(13)," and inserting "the 
additional amount described in section 1902(a)(13)(D)", and 
 
(4) by striking the last sentence. 
 
(b) Effective Date. -- The amendments made by subsection (a) shall be effective as if 
included in the amendments made by section 6408(c)(1) of the Omnibus Budget 
Reconciliation Act of 1989. 
 



SEC. 4447. LIMITATIONS ON DISALLOWANCE OF CERTAIN INPATIENT 
PSYCHIATRIC HOSPITAL SERVICES. 
 
(a) In General. -- The Secretary of Health and Human Services may not disallow or defer 
Federal financial participation under section 1903(a) of the Social Security Act for 
inpatient psychiatric hospital services for individuals under age 21 under paragraph (16) 
of section 1905(a) of such Act in a State in which the Inspector General of the 
Department of Health and Human Services has initiated or completed reviews or audits 
of such services (but for which services the Secretary has not issued a disallowance 
notice) as of October 11, 1990, on the ground that the facilities in the State did not meet 
the requirement of section 1905(h)(1)(B)(ii) of such Act, except as provided in subsection 
(b). 
 
(b) Limitations on Disallowance. -- With respect to services described in subsection (a) -- 
 
(1) the Secretary may disallow or defer Federal financial participation only for services 
provided to an individual eligible under title XIX of the Social Security Act before the 
date the facility is able to document (through plan of care or utilization review 
procedures) that the services in the facility on an inpatient basis are necessary (as 
described in section 1905(h)(1)(B)(ii) of the Social Security Act); 
 
(2) the Secretary may disallow or defer Federal financial participation only for services 
for which facilities in the State did not meet the requirement of section 1905(h)(1)(B)(ii) 
of such Act during the 3-year period ending on the date an audit is initiated with respect 
to such services; and 
 
(3) the disallowance of Federal financial participation during the period in which the 
requirement of section 1905(h)(1)(B)(ii) of such Act was not met by facilities in the State 
with respect to such services may not exceed 25 percent of the amount of the 
disallowance that would otherwise be made in accordance with this section. 
 
(c) Effectiveness. -- This section shall apply to disallowance actions that are pending or 
for which there has not been a final judicial decision as of the date of the enactment of 
this Act. 
 
SEC. 4448. TREATMENT OF INTEREST ON INDIANA DISALLOWANCE. 
 
With respect to any disallowance of Federal financial participation under section 1903(a) 
of the Social Security Act for intermediate care facility services, intermediate care facility 
services for the mentally retarded, or skilled nursing facility services on the ground that 
the facilities in the State of Indiana were not certified in accordance with law during the 
period beginning June 1, 1982, and ending September 30, 1984, payment of such 
disallowance may be deferred without interest that would otherwise accrue without 
regard to this subsection, until every opportunity to appeal has been exhausted. 
 
Subpart B -- Eligibility and Coverage 



 
SEC. 4451. PROVIDING FEDERAL MEDICAL ASSISTANCE FOR PAYMENTS 
FOR PREMIUMS FOR "COBRA" CONTINUATION COVERAGE WHERE COST 
EFFECTIVE. 
 
(a) Optional Payment of COBRA Premiums for Qualified COBRA Continuation 
Beneficiaries. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended -- 
 
(1) in subsection (a)(10) -- 
 
(A) by striking "and" at the end of subparagraph (D), 
 
(B) by adding "and" at the end of subparagraph (E), 
 
(C) by inserting after subparagraph (E) the following new subparagraph: 
 
"(F) at the option of a State, for making medical assistance available for COBRA 
premiums (as defined in subsection (t)(2)) for qualified COBRA continuation 
beneficiaries described in section 1902(t)(1);", and 
 
(D) in the matter following subparagraph (E), by striking "and" before "(X)" and by 
inserting before the semicolon at the end the following: ", and (XI) the medical assistance 
made available to an individual described in subsection (t)(1) who is eligible for medical 
assistance only because of subparagraph (F) shall be limited to medical assistance for 
COBRA continuation premiums (as defined in subsection (t)(2))"; and 
 
(2) by adding after the subsection added by section 4441(a) the following new 
subsection: 
 
"(t)(1) Individuals described in this paragraph are individuals -- 
 
"(A) who are entitled to elect COBRA continuation coverage (as defined in paragraph 
(3)), 
 
"(B) whose income (as determined under section 1612 for purposes of the supplemental 
security income program) does not exceed 100 percent of the official poverty line (as 
defined by the Office of Management and Budget, and revised annually in accordance 
with section 673(2) of the Omnibus Budget Reconciliation Act of 1981) applicable to a 
family of the size involved, 
 
"(C) whose resources (as determined under section 1613 for purposes of the supplemental 
security income program) do not exceed twice the maximum amount of resources that an 
individual may have and obtain benefits under that program, and 
 
"(D) with respect to whose enrollment for COBRA continuation coverage the State has 



determined that the savings in expenditures under this title resulting from such enrollment 
is likely to exceed the amount of payments for COBRA premiums made. 
 
"(2) For purposes of subsection (a)(10)(F) and this subsection, the term 'COBRA 
premiums' means the applicable premium imposed with respect to COBRA continuation 
coverage. 
 
"(3) In this subsection, the term 'COBRA continuation coverage' means coverage under a 
group health plan provided pursuant to title XXII of the Public Health Service Act, 
section 4980B of the Internal Revenue Code of 1986, or title VI of the Employee 
Retirement Income Security Act of 1974. 
 
"(4) Notwithstanding subsection (a)(17), for individuals described in paragraph (1) who 
are covered under the State plan by virtue of subsection (a)(10)(A)(ii)(XI) -- 
 
"(A) the income standard to be applied is the income standard described in paragraph 
(1)(B), and 
 
"(B) except as provided in section 1612(b)(4)(B)(ii), costs incurred for medical care or 
for any other type of remedial care shall not be taken into account in determining income. 
 
[*H10171] Any different treatment provided under this paragraph for such individuals 
shall not, because of subsection (a)(10)(B) or (a)(17), require or permit such treatment for 
other individuals.". 
 
(b) Conforming Amendment. -- Section 1905(a) of such Act (42 U.S.C. 1396d(a)) is 
amended -- 
 
(1) by striking "or" at the end of clause (viii), 
 
(2) by adding "or" at the end of clause (ix), and 
 
(3) by inserting after clause (ix) the following new clause: 
 
"(x) individuals described in section 1902(t)(1),". 
 
(c) Effective Date. -- The amendments made by this section shall apply to medical 
assistance furnished on or after January 1, 1991. 
 
SEC. 4452. PROVISIONS RELATING TO SPOUSAL IMPOVERISHMENT. 
 
(a) Clarification of Non-Application of State Community Property Laws. -- Section 
1924(b)(2) of the Social Security Act (42 U.S.C. 1396r-5(b)(2)) is amended in the matter 
preceding subparagraph (A) by striking "spouse," and inserting "spouse for purposes of 
this section,". 
 



(b) Clarification of Transfer of Resources to Community Spouse. -- Section 1924(f)(1) of 
such Act (42 U.S.C. 1396r-5(f)(1)) is amended by striking "section 1917" and inserting 
"section 1917(c)(1)". 
 
(c) Clarification of Period of Continuous Eligibility. -- Section 1924(c)(1) of such Act (42 
U.S.C. 1396r-1(c)(1)) is amended by striking "the beginning of a continuous period of 
institutionalization of the institutionalized spouse" each place it appears and inserting 
"the beginning of the first continuous period of institutionalization (beginning on or after 
September 30, 1989) of the institutionalized spouse". 
 
(d) Effective Date. -- The amendments made this section shall take effect as if included in 
the enactment of section 303 of the Medicare Catastrophic Coverage Act of 1988. 
 
SEC. 4453. DISREGARDING GERMAN REPARATION PAYMENTS FROM POST-
ELIGIBILITY TREATMENT OF INCOME UNDER THE MEDICAID PROGRAM. 
 
(a) In General. -- Section 1902(r)(1) of the Social Security Act (42 U.S.C. 1396a) is 
amended by inserting "there shall be disregarded reparation payments made by the 
Federal Republic of Germany and" after "under such a waiver". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to treatment of 
income for months beginning more than 30 days after the date of the enactment of this 
Act.  
 
SEC. 4454. AMENDMENTS RELATING TO MEDICAID TRANSITION 
PROVISION. 
 
(a) Repeal of Sunset. -- Subsection (f) of section 1925 of the Social Security Act (42 
U.S.C. 1396s) is repealed. 
 
(b) Additional Amendments. -- Such section is further amended -- 
 
(1) in subsection (b)(2)(B)(i), by inserting at the end the following: "A State may permit 
such additional extended assistance under this subsection notwithstanding a failure to 
report under this clause if the family has established, to the satisfaction of the State, good 
cause for the failure to report on a timely basis."; 
 
(2) in subsection (b)(2)(B), by adding at the end the following new clause: 
 
"(iii) Clarification on frequency of reporting. -- A State may not require that a family 
receiving extended assistance under this subsection or subsection (a) report more 
frequently than as required under clause (i) or (ii)."; and 
 
(3) in subsection (b)(3)(B), by adding at the end the following: "No such termination 
shall be effective earlier than 10 days after the date of mailing of such notice.". 
 



(c) Effective Date. -- The amendments made by subsection (b) shall be effective as if 
included in the enactment of the Family Support Act of 1988. 
 
SEC. 4455. CLARIFYING EFFECT OF HOSPICE ELECTION. 
 
Section 1905(o)(1)(A) of the Social Security Act (42 U.S.C. 1396d(o)(1)(A)) is amended 
by inserting "and for which payment may otherwise be made under title XVIII" after 
"described in section 1812(d)(2)(A)". 
 
SEC. 4456. CLARIFICATION OF APPLICATION OF 133 PERCENT INCOME 
LIMIT TO MEDICALLY NEEDY. 
 
(a) In General. -- Section 1903(f) of the Social Security Act (42 U.S.C. 1396b(f)(4)) is 
amended – 
 
(1) in paragraph (1), by striking "Except as provided in paragraph (4)" and inserting 
"Subject to paragraph (4)", and 
 
(2) in paragraph (4), by striking "shall not apply" and all that follows through the end and 
inserting "shall only apply with respect to any amount expended by a State as medical 
assistance for an individual who is only eligible for such assistance as an individual 
described in section 1902(a)(10)(C) at the time of the provision of the medical assistance 
giving rise to such expenditure.". 
 
(b) Conforming Amendments. -- Section 1902(a)(10)(A)(ii) of such Act (42 U.S.C. 
1396a(a)(10)(A)(ii)) is amended -- 
 
(1) in subclause (V), by striking "whose income does not exceed a separate income 
standard established by the State which is consistent with the limit established under 
section 1903(f)(4)(C)" and inserting "whose income does not exceed a separate income 
standard established by the State, which income (as determined under section 1612, but 
without regard to subsection (b) thereof) does not exceed 300 percent of the supplemental 
security income benefit rate established by section 1611(b)(1)", and 
 
(2) in subclauses (VI) and (VII), by inserting "(applying the resource and income 
standards applicable under subclause (V))" after "in a medical institution". 
 
(c) Additional Conforming Amendment. -- Effective as if included in the enactment of 
section 303(e) of the Medicare Catastrophic Coverage Act of 1988, section 1902(f) of the 
Social Security Act (42 U.S.C. 1396a(f)) is amended by striking "subsection (e)" and 
inserting "subsections (e) and (r)(2)". 
 
(d) Medically Needy Income Levels for Certain 1-Member Families. -- 
 
(1) In general. -- For purposes of section 1903(f)(1)(B) of the Social Security Act, for 
payments made before, on, or after the date of the enactment of this Act, a State 



described in subparagraph (B) may use, in determining the "highest amount which would 
ordinarily be paid to a family of the same size" (under the State's plan approved under 
part A of title IV of such Act) in the case of a family consisting only of one individual 
and without regard to whether or not such plan provides for aid to families consisting 
only of one individual, an amount reasonably related to the highest money payment 
which would ordinarily be made under such a plan to a family of two without income or 
resources. 
 
(2) States covered. -- Paragraph (1) shall only apply to a State the State plan of which 
(under title XIX of the Social Security Act) as of June 1, 1989, provided for the policy 
described in such paragraph. For purposes of the previous sentence, a State plan includes 
all the matter included in a State plan under section 2373(c)(5) of the Deficit Reduction 
Act of 1984 (as amended by section 9 of the Medicare and Medicaid Patient and Program 
Protection Act of 1987). 
 
(e) Effective Date. -- The amendments made by subsections (a) and (b) shall take effect 
as if included in the enactment of the Omnibus Budget Reconciliation Act of 1986. 
 
SEC. 4457. CODIFICATION OF COVERAGE OF REHABILITATION SERVICES. 
 
(a) In General. -- Section 1905(a)(13) of the Social Security Act (42 U.S.C. 
1396d(a)(13)) is amended by inserting before the semicolon at the end the following: ", 
including any medical or remedial services (provided in a facility, a home, or other 
setting) recommended by a physician or other licensed practitioner of the healing arts 
within the scope of their practice under State law, for the maximum reduction of physical 
or mental disability and restoration of an individual to the best possible functional level". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act. 
 
SEC. 4458. PERSONAL CARE SERVICES FOR MINNESOTA. 
 
(a) Clarification of Coverage. -- In applying section 1905 of the Social Security Act with 
respect to Minnesota, medical assistance shall include payment for personal care services 
described in subsection (b). 
 
(b) Personal Care Services Defined. -- For purposes of this section, the term "personal 
care services" means services -- 
 
(1) prescribed by a physician for an individual in accordance with a plan of treatment, 
 
(2) provided by a person who is qualified to provide such services who is not a member 
of the individual's family,  
 
(3) supervised by a registered nurse, and 
 



(4) furnished in a home or other location; but does not include such services furnished to 
an inpatient or resident of a hospital or nursing facility. 
 
(c) Effective Date. -- This section shall take effect on the date of the enactment of this 
Act and shall also apply to personal care services furnished before such date pursuant to 
regulations in effect as of July 1, 1989. 
 
Subpart C -- Health Maintenance Organizations 
 
SEC. 4461. REQUIREMENTS FOR RISK-SHARING HEALTH MAINTENANCE 
ORGANIZATIONS UNDER MEDICAID. 
 
(a) HMO Minimum Membership Requirements. -- Section 1903(m)(2)(A) of the Social 
Security Act (42 U.S.C. 1396b(m)(2)(A)) is amended -- 
 
(1) by striking ", and" at the end of clause (vii) and inserting a semicolon; 
 
(2) by striking the period at the end of clause (viii) and inserting "; and"; and 
 
(3) by adding at the end the following new clause: 
 
"(ix) such entity has at least 5,000 members, except that the Secretary may make payment 
under this title for services provided by an entity that has fewer members if the entity 
primarily serves members residing in a rural area.". 
 
(b) Application of Minimum Enrollment, Patient Mix, and Financial Solvency 
Requirements to Risk-Sharing Subcontractors. -- Section 1903(m)(2)(A) of such Act (42 
U.S.C. 1396b(m)(2)(A)), as amended by subsection (a), is further amended -- 
 
(1) by striking "and" at the end of clause (viii); 
 
(2) by striking the period at the end of clause (ix) and inserting "; and"; and 
 
(3) by adding at the end the following new clause: 
 
"(x) in the case of services provided by an entity that has entered into an agreement for 
the provision of such services with an [*H10172] other entity (other than an entity 
described in subparagraph (B)) under which payment to the other entity for such services 
is determined under a prepaid capitation basis or under any other risk basis -- 
 
"(I) the other entity meets the requirements of clauses (ii) and (ix), and 
 
"(II) if the other entity is not a qualified health maintenance organization (as defined in 
section 1310(d) of the Public Health Service Act), such other entity meets the 
requirements of paragraph (1)(A)(ii) and paragraph (4).". 
 



(c) Delay in Implementation of Prohibition Against Physician Incentive Payments. – 
Section 1128A(b) of such Act (42 U.S.C. 1320a-7a(b)) is amended by adding at the end 
the following new paragraph: 
 
"(3) With respect to an entity with a contract under section 1903(m), paragraph (1) shall 
apply to payments made by such an entity on or after April 1, 1992.". 
 
(d) Effective Date. -- The amendments made by subsections (a) and (b) shall apply to 
contract years beginning on or after January 1, 1991. 
 
SEC. 4462. SPECIAL RULES. 
 
(a) Waiver of 75 Percent Rule for Public Entities. -- Section 1903(m)(2)(D) of the Social 
Security Act (42 U.S.C. 1396b(m)(2)(D)) is amended by striking "(i) special 
circumstances warrant such modification or waiver, and (ii)". 
 
(b) Extending Special Treatment to Medicare Competitive Medical Plans. -- 
 
(1) 6-month minimum enrollment period option. -- Section 1902(e)(2)(A) of such Act (42 
U.S.C. 1396a(e)(2)(A)) is amended by inserting "or with an eligible organization with a 
contract under section 1876" after "1903(m)(2)(A)". 
 
(2) Enrollment lock-in. -- Section 1903(m)(2)(F)(i) of such Act (42 U.S.C. 
1396b(m)(2)(F)(i)) is amended -- 
 
(A) by striking "(G) or" and inserting "(G),", and 
 
(B) adding at the end the following: "or with an eligible organization with a contract 
under section 1876 which meets the requirement of subparagraph (A)(ii), or". 
 
(c) Automatic 1-Month Reenrollment for Short Periods of Ineligibility. -- Section 
1903(m)(2) of such Act is amended by adding at the end the following new 
subparagraph:  
 
"(H) In the case of an individual who -- 
 
"(i) in a month is eligible for benefits under this title and enrolled with a health 
maintenance organization with a contract under this paragraph, 
 
"(ii) in the next month (or in the next 2 months) is not eligible for such benefits, but 
 
"(iii) in the succeeding month is again eligible for such benefits, 
the State plan, subject to subparagraph (A)(vi), may enroll the individual for that 
succeeding month with the health maintenance organization described in clause (i) if the 
organization continues to have a contract under this paragraph with the State.". 
 



(d) Elimination of Provisional Qualification for HMOs. -- Section 1903(m) of such Act is 
amended – 
 
(1) in paragraph (2)(A)(i), by striking "(or the State as authorized by paragraph (3))", and 
 
(2) by striking paragraph (3). 
 
(e) Effective Date. -- The amendments made by this section shall take effect on the date 
of the enactment of this Act. 
 
SEC. 4463. EXTENSION AND EXPANSION OF MINNESOTA PREPAID 
MEDICAID DEMONSTRATION PROJECT. 
 
Section 507 of the Family Support Act of 1988 is amended -- 
 
(1) by striking "1991" and inserting "1996"; and 
 
(2) by striking the period at the end and inserting the following: ", and shall amend such 
waiver to permit the State to expand such demonstration project to other counties if the 
amount of medical assistance provided under title XIX of such Act after such expansion 
will not exceed the amount of medical assistance provided under such title had the project 
not been expanded to other counties.". 
 
SEC. 4464. TREATMENT OF DAYTON AREA HEALTH PLAN. 
 
Section 9517(c)(2)(C) of the Consolidated Omnibus Budget Reconciliation Act of 1985 
is amended by adding at the end the following: "In the case of the Dayton Area Health 
Plan, clause 
 
(ii) of section 1903(m)(2)(A) of the Social Security Act shall not apply during the 5-year 
period beginning on the date the Secretary of Health and Human Services has granted the 
plan a waiver under section 1915(b) of such Act of certain requirements of section 1902 
of such Act.". 
 
SEC. 4465. TREATMENT OF CERTAIN COUNTY-OPERATED HEALTH 
INSURING ORGANIZATIONS. 
 
Section 9517(c) of the Consolidated Omnibus Budget Reconciliation Act of 1985 is 
amended -- 
 
(A) in paragraph (2)(A), by inserting "and in paragraph (3)" after "subparagraph (B)", and 
 
(B) by adding at the end the following new paragraph: 
 
"(3)(A) Subject to subparagraph (C), in the case of up to 3 health insuring organizations 
which are described in subparagraph (B), which first become operational on or after 



January 1, 1986, and which are designated by the Governor, and approved by the 
Legislature, of California, the amendments made by paragraph (1) shall not apply. 
 
"(B) A health insuring organization described in this subparagraph is one that -- 
 
"(i) is operated directly by a public entity established by a county government in the State 
of California under a State enabling statute; 
 
"(ii) enrolls all medicaid beneficiaries residing in the county in which it operates; 
 
"(iii) meets the requirements for health maintenance organizations under the Knox-Keene 
Act (Cal. Health and Safety Code, section 1340 et seq.) and the Waxman-Duffy Act (Cal. 
Welfare and Institutions Code, section 14450 et seq.); 
 
"(iv) assures a reasonable choice of providers, which includes providers that have 
historically served medicaid beneficiaries and which does not impose any restriction 
which substantially impairs access to covered services of adequate quality where 
medically necessary; 
 
"(v) provides for a payment adjustment for a disproportionate share hospital (as defined 
under State law consistent with section 1923 of the Social Security Act) in a manner 
consistent with the requirements of such section; and 
 
"(vi) provides for payment, in the case of childrens' hospital services provided to 
Medicaid beneficiaries who are under 21 years of age, who are children with special 
health care needs under title V of the Social Security Act, and who are receiving care 
coordination services under such title, at rates determined by the California Medical 
Assistance Commission. 
 
"(C) Subparagraph (A) shall not apply with respect to any period for which the Secretary 
of Health and Human Services determines that the number of medicaid beneficiaries 
enrolled with health insuring organizations described in subparagraph (B) exceeds 10 
percent of the number of such beneficiaries in the State of California. 
 
"(D) In this paragraph, the term 'medicaid beneficiary' means an individual who is 
entitled to medical assistance under the State plan under title XIX of the Social Security 
Act, other than a qualified medicare beneficiary who is only entitled to such assistance 
because of section 1902(a)(10)(E) of such title.". 
 
Subpart D -- Demonstration Projects and Home and Community-Based Waivers 
 
SEC. 4471. MEDICAID LONG-TERM CARE INSURANCE DEMONSTRATION 
PROJECT. 
 
(a) Authorization of Projects. -- 
 



(1) In general. -- The Secretary of Health and Human Services (in this section referred to 
as the "Secretary"), upon application by any State may approve demonstration projects 
(each in this section referred to as a "project") under which covered long-term care 
beneficiaries (as defined in paragraph (3)(A)) who are 65 years of age or older and who 
have exhausted benefits under the qualified long-term care insurance policy are made 
eligible under the special rules specified in paragraph (2) to receive benefits with respect 
to long-term care services (as defined in paragraph (3)(B)) under the State medicaid plan. 
Expenditures with respect to such benefits shall be considered to be medical assistance 
for purposes of section 1903(a) of the Social Security Act. 
 
(2) Special eligibility provisions. -- 
 
(A) Initial eligibility. -- In determining the initial eligibility for medical assistance with 
respect to long-term care services under the State medicaid plan -- 
 
(i) the income of each covered long-term care beneficiary who is 65 years of age or older 
and who has exhausted benefits under the qualified long-term care insurance policy shall 
be disregarded, and 
 
(ii) subject to subparagraph (D), the valuation of the assets of such beneficiary shall be 
reduced by the amount of protection provided under the long-term care insurance policy 
recognized under the project. 
 
(B) Post-eligibility. -- The amount such a beneficiary is required to contribute toward the 
cost of long-term care services shall be the same as other individuals entitled to such 
services under the State plan, except that, subject to subparagraph (D), the valuation of 
the assets of the beneficiary shall be reduced by the amount of protection provided under 
the long-term care insurance policy recognized under the project. 
 
(C) Nondiscrimination. -- Except as specified in this paragraph, a State medicaid plan 
may not discriminate, in the services covered or otherwise, against any individual based 
on whether or not the individual participates in a project under this section. 
 
(D) Maximum level of asset protection. -- 
 
(i) In general. -- In no case shall the valuation of assets of a beneficiary be reduced by 
more than the maximum benefit level of the qualified long-term care insurance policy or 
the amount specified in clause (ii), whichever is less. 
 
(ii) Indexed limit. -- The amount specified in this clause is $75,000 increased by the same 
percentage as the percentage increase in the Consumer Price Index for All Urban 
Consumers (all items; U.S. city average) from December 1991 to December of the year 
preceding the year involved. 
 
(3) Definitions. -- In this section: 
 



(A) The term "covered long-term care beneficiary" means an individual who at any time 
purchases benefits under a qualified long-term care insurance policy, and who voluntarily 
elects, at the time of purchase of such policy, to participate in the project. 
 
(B) The term "long-term care services" means medical assistance for the following items 
and services, to the extent the State [*H10173] medicaid plan otherwise makes medical 
assistance available to individuals entitled to benefits under the plan: 
 
(i) Nursing facility services. 
 
(ii) Home health care services (described in section 1905(a)(7) of the Social Security 
Act). 
 
(iii) Private duty nursing services. 
 
(iv) Case management services. 
 
(v) Homemaker/home health aide services. 
 
(vi) Personal care services. 
 
(vii) Adult day health services. 
 
(viii) Respite care. 
 
(C) The term "State medicaid plan" means the plan of medical assistance of a State 
approved under title XIX of the Social Security Act. 
 
(D) The term "qualified long-term care insurance policy" means a long-term care 
insurance policy that meets the requirements of subsection (e). 
 
(b) Terms of Projects. -- 
 
(1) In general. -- The Secretary may not approve a project of a State under this section 
unless the Secretary finds that the project meets the following requirements: 
 
(A) The terms of the project are disclosed to each individual before the individual is 
enrolled under the project. 
 
(B) Subject to subsection (e)(8)(C), any qualified long-term care insurance policy made 
available in conjunction with the project cannot condition, or otherwise limit, payment 
under the policy in any manner because the insured is eligible for, or payment may be 
made, for services under any public program (including the medicare or medicaid 
programs). 
 



(2) Limit on number of lives insured under all projects. -- The Secretary shall approve 
projects under this section in a manner that assures that there are never more than 25,000 
covered longterm care beneficiaries under all the projects. The Secretary, consistent with 
the previous sentence, may require that a project of a State must permit enrollment of a 
minimum number of covered long-term care beneficiaries. 
 
(3) Waiver of certain requirements. -- The Secretary may waive the following 
requirements in title XIX of the Social Security Act with respect to covered long-term 
care beneficiaries who are 65 years of age or older and who have exhausted benefits 
under a qualified long-term care insurance policy to the extent required to carry out a 
project: 
 
(A) Sections 1901, 1902(a)(1), 1902(a)(10) (other than subparagraph (B)), 1902(a)(17), 
and 1903(f), relating to required eligibility and benefits. 
 
(B) Sections 1902(a)(14) and 1916(b), relating to premiums and cost-sharing. 
 
(c) Limitation on Payments. -- Notwithstanding section 1903 of the Social Security Act, 
payment may not be made under such section for Federal financial participation for 
medical assistance with respect to long-term care services under a State medicaid plan for 
individuals 65 years of age or older during a year in which the project is in effect under 
this section in a State to the extent that such expenditures exceed the projected amount 
(determined by the Secretary at the time of approval of the project) that the State would 
have spent for such services for such individuals during such year if this section had not 
been in effect. 
 
(d) State Assurances. -- The Secretary shall not approve an application of a State under 
this section unless the State provides assurance satisfactory to the Secretary that -- 
 
(1) aggregate expenditures under the plan for long-term care services for individuals 65 
years of age or older in any fiscal year under the project will not exceed the aggregate 
expenditures under the plan for such services for such individuals in the fiscal year in the 
absence of such project; 
 
(2) there will be no reduction or limitation of benefits to any individual eligible for 
medical assistance under the State medicaid plan as a result of operation of the project; 
 
(3) the State will continue to make long-term care services available under the plan, at 
least to the extent such services are made available under the plan as in effect before the 
date of such approval and could continue to be provided consistent with law; 
 
(4) the State will not permit the sale of any qualified long-term care insurance policy 
under the project unless the State has determined that the policy meets requirements 
specified in subsection (e) and meets standards at least as stringent as those set forth in 
the NAIC Long- Term Care Insurance Model Act (as of June 1989) and the NAIC 



regulations implementing the Act (to the extent not inconsistent with the requirements of 
subsection (e)); 
 
(5) in the sale of long-term care insurance policies not covered under the project, the 
State will require, at or before the time of sale of such a policy, that there be a disclosure 
of the fact that purchase of such a policy will not provide potential benefits under title 
XIX of the Social Security Act, unlike such policies covered under the project; 
 
(6) the State will guarantee the payment of benefits under qualified long-term care 
insurance policies sold under the project; 
 
(7) the percentage, of the income official poverty line, established by the State under 
section 1902(l)(2)(A)(i) of the Social Security Act is 185 percent; 
 
(8) the State is in compliance with the requirements of section 1902(a)(28); 
 
(9) nursing facilities under the medicaid plan establish and maintain identical policies and 
practices regarding admission for all individuals regardless of whether or not the 
individuals are participating in the project; 
 
(10) the State has actuarial guidelines regarding, and actuaries capable of evaluating, 
actuarial submissions of companies seeking to offer qualified long-term care insurance 
policies under the project; and 
 
(11) the State has provided for a program of counseling residents of the State with respect 
to the purchase of long-term care insurance policies and alternative financial options for 
protection of assets. 
 
No payments shall be made under section 1903(a) of the Social Security Act with respect 
to a State's performance of the guarantee required under paragraph (6). 
 
(e) Requirements for Qualified Long-Term Care Insurance Policies. -- The requirements 
specified in this subsection (respecting qualified long-term care insurance policies offered 
under the project in the State) are as follows: 
 
(1) Standard format and disclosure. -- 
 
(A) Policy and application. -- Each such long-term care insurance policy, and application 
for such a policy, shall be written in simple, easily understood English in a standard 
format (established by the State) providing standardized terms and disclosure. 
 
(B) Marketing material. -- Marketing materials used with respect to such a policy shall be 
written or otherwise stated in simple, easily understood English. 
 



(C) Required disclosure. -- No such long-term care insurance policy may be sold (or 
offered for sale) unless there is disclosed in writing, no later than the time of sale of the 
policy – 
 
(i) the proportion of premiums collected (and interest and other revenues derived 
therefrom) which will be applied to payment of benefits, and 
 
(ii) the potential benefits under title XIX of the Social Security Act associated under the 
project with purchase of such a policy. 
 
(2) Minimum loss-ratio. -- Such a policy must guarantee over time, using generally 
accepted actuarial standards, that at least 70 percent of the amount of the premiums (and 
interest and other revenues derived therefrom) will be paid on benefits under the policy. 
 
(3) Standard minimum benefits. -- Each such long-term care insurance policy shall 
provide at least the following benefits, up to the maximum dollar level of benefits 
provided under (and specified on the face of) the plan under paragraph (4): 
 
(A) Nursing facility services. -- Coverage of, and payment for, nursing facility services 
for individuals determined (in accordance with paragraph (5)) to require an institutional 
level of care. 
 
(B) Home and community-based services. -- Personal care services (including home 
health aide and homemaker services), home health services, and respite care in the 
individual's place of residence for individuals determined to be at risk of 
institutionalization without such services. 
 
The policy may not impose any limits on the duration of the period of services under the 
policy, other than the maximum dollar level of benefits (which shall apply uniformly to 
all services). The payment levels established for services under the plan shall be adjusted 
at least annually to reflect the percentage increase in the Consumer Price Index for All 
Urban Consumers (all items; U.S. city average). 
 
(4) Specification of maximum dollar level of benefits. -- Each such long-term care 
insurance policy shall specify a maximum dollar level of benefits. Such maximum dollar 
level of benefits shall be increased, in each year after the year following the year of its 
issuance, by the same percentage as the percentage increase in the Consumer Price Index 
for All Urban Consumers (all items; U.S. city average) from December of the year before 
the year the year of issuance to December of the year preceding the year involved. 
 
(5) Determination of benefit eligibility. -- 
 
(A) Case management required. -- Each long-term care insurance policy shall use a 
standard formula, set by the State and based on a uniform assessment instrument 
specified by the State, to determine the level of care appropriate for each case. Such 



formula must be applied by the State or a case-management agency which is independent 
of the issuer of the policy. 
 
(B) No higher level of care requirement. -- A long-term care insurance policy may not 
condition or limit eligibility for benefits -- 
 
(i) for noninstitutional benefits to the need for or receipt of institutional services, 
 
(ii) for home care services to the need for or receipt of nursing care, or 
 
(iii) for any benefits on the medical necessity for such benefits. 
 
(C) Appeal rights. -- Each long-term care insurance policy shall provide for and specify 
procedures (meeting reasonable standards specified by the State) for the appeal of 
determinations of level of care made under subparagraph (A). 
 
(6) Limitation based on pre-existing condition. -- 
 
(A) In general. -- Except as permitted under subparagraph (B), a long-term care insurance 
policy may not limit or delay an individual's eligibility for benefits based on a pre-
existing condition. 
 
[*H10174] (B) Exception. -- A long-term care insurance policy may deny payments 
during the first 6 months of coverage for treatment respecting any condition that existed 
during the 6 months before the date of purchase of the policy. 
 
(7) No post-claims conditioning and guaranteed renewable. -- After a long-term care 
insurance policy has been issued, the issuer may not deny claims under the policy on any 
grounds other than fraud or a knowing misrepresentation in the application for the policy 
or deny renewal of the coverage other than on such grounds or the failure to make timely 
payment of premiums. 
 
(8) Medical underwriting, premiums, and cost-sharing. -- 
 
(A) No medical underwriting. -- 
 
(i) In general. -- Except as provided in clauses (ii) and (iii), an individual may not be 
discriminated against in the offering, renewal, or benefits under such a long-term care 
insurance policy based on the individual's medical condition. 
 
(ii) Treatment of individuals receiving benefits. -- The issuer of a long-term care 
insurance policy may deny initial issuance of such a policy to an individual receiving 
long-term care services at the time of the application for issuance of the policy. 
 



(iii) Varying premiums by age classification. -- Clause (i) shall not be construed as 
preventing the issuer of a long-term care insurance policy from varying the premiums 
based on the age classification of individuals at the time of issuance of the policy. 
 
(B) Level premiums. -- Each such policy shall have periodic premiums that are the same 
for all individuals in the same age group who purchased such a policy when they were in 
the same age group. The premiums rates must be guaranteed for the duration of the policy 
and must be suspended during any period in which benefits are payable under the policy. 
 
(C) Nonduplication of medicare benefits. -- Each such policy shall provide that, to the 
extent not required under section 1862(b) of the Social Security Act, benefits are not 
payable under the policy for services for which payment may be made under title XVIII 
of such Act. 
 
(D) Reduced paid-up provision. -- Each long-term care insurance policy shall have a 
provision under which, if the policy lapses after 5 or more years of coverage, the policy 
will provide, without payment of any additional premiums, benefits equal to at least 30 
percent of the maximum dollar level of benefits available at term, and, after subsequent 
periods of coverage, the policy will provide, without payment of any additional premium, 
benefits equal to at least an increased percentage (established by the Secretary) of the 
maximum dollar level of benefits available at term. 
 
(E) Additional consumer protections. -- Each long-term care policy meets such standards 
relating to compensation arrangements, advertising, marketing, and appropriateness of 
purchase which the Secretary finds are equal to, or more stringent than, the requirements 
specified in sections 12, 15, 16, and 17 of Model Regulation to Implement the NAIC 
Medicare Supplement Insurance Minimum Standards Act (as adopted by the National 
Association of Insurance Commissioners as of December 7, 1989). 
 
(9) Access to information. -- The issuer of the long-term care policy will make available 
to the State and the Secretary (upon request) information respecting the utilization of 
benefits (and payments) under the policy, the health status of individuals purchasing such 
policies, and such other information as the Secretary may require, including information 
on lapse rates, rescissions, application denials, payment denials, and complaints received. 
 
(f) Prohibited Sales Practices. -- 
 
(1) Duty of good faith and fair dealing. -- Each individual who is selling or offering for 
sale a long-term care insurance policy under the demonstration project has a duty of good 
faith and fair dealing to the purchaser or potential purchaser of such a policy. 
 
(2) Specific practices. -- An individual who is selling or offering for sale such a long-term 
care insurance policy -- 
 
(A) may not complete the medical history portion of an application; 
 



(B) may not knowingly sell such a policy to provide benefits to an individual who is 
eligible for benefits under a State plan approved under title XIX of the Social Security 
Act (other than only because of the operation of the demonstration project); and 
 
(C) may not sell such a policy knowing that the policy provides coverage that duplicates 
coverage already provided and may not sell a long-term care insurance policy for the 
benefit of an individual unless the individual (or a representative of the individual) 
provides a written statement to the effect that the coverage does not duplicate other 
coverage in effect. 
 
(3) Civil money penalty. -- Any person who sells a long-term care insurance policy under 
the demonstration project in violation of requirements imposed under subsection (e) or 
who violates paragraph (1) or (2) of this subsection is subject to a civil money penalty of 
not to exceed $25,000 for each such violation. The provisions of section 1128A of the 
Social Security Act (other than the first sentence of subsection (a) and other than 
subsection (b)) shall apply to a civil money penalty under the previous sentence in the 
same manner as such provisions apply to a penalty or proceeding under section 1128A(a) 
of such Act. 
 
(g) Application, Duration, and Eligibility. -- 
 
(1) An application to the Secretary from the State for approval of the project shall be 
deemed granted unless the Secretary, within 90 days after the date of its submission to the 
Secretary, either denies such application in writing or informs the State in writing with 
respect to any additional information which is needed in order to make a final 
determination with respect to the application. After the date the Secretary receives such 
additional information, the application shall be deemed granted unless the Secretary, 
within 90 days of such date, denies such application. 
 
(2) Any termination of a project shall not affect covered long-term care beneficiaries who 
purchased qualified long-term care insurance policies before the termination date. 
 
(h) Annual State Reports. -- The State shall annually (during the duration of such project) 
report to the Secretary on -- 
 
(1) the number of individuals enrolled in the demonstration project in such State; 
 
(2) the number of enrollees actually receiving long-term care services under such 
demonstration project (whether through long-term care insurance or medical assistance 
under title XIX of the Social Security Act); 
 
(3) the number of enrollees actually receiving long-term care in the form of medical 
assistance; 
 
(4) the average income, age, and assets of each enrollee; and 
 



(5) the number and characteristics of private insurers with policies approved by the State 
under the demonstration project. 
 
(i) Secretary's Reports. -- The Secretary shall submit to Congress reports on projects 
under this section. The first such report shall be submitted in 1997 and subsequent reports 
shall be submitted each 6th year thereafter until 2021. Each such report shall summarize 
and analyze information reported by the State under subsection (h), and shall evaluate the 
cost effectiveness of the projects. 
 
SEC. 4472. TIMELY PAYMENT UNDER WAIVERS OF FREEDOM OF CHOICE OF 
HOSPITAL SERVICES. 
 
(a) In General. -- Section 1915(b)(4) of the Social Security Act (42 U.S.C. 1396n(b)(4)) 
is amended by inserting before the period at the end the following: "and if providers 
under such restriction are paid on a timely basis in the same manner as health care 
practitioners must be paid under section 1902(a)(37)(A)". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect as of the 
first calendar quarter beginning more than 30 days after the date of the enactment of this 
Act. 
 
SEC. 4473. HOME AND COMMUNITY-BASED SERVICES WAIVERS. 
 
(a) Clarifying Definition of Room and Board. -- 
 
(1) In general. -- Subsections (c)(1) and (d)(1) of section 1915 of the Social Security Act 
(42 U.S.C. 1396n) are each amended by adding at the end the following: "For purposes of 
this subsection, the term 'room and board' shall not include the portion of costs of rent 
and food attributable to an unrelated personal caregiver who is residing in the same 
household with an individual who, but for the assistance of such caregiver, would require 
admission to a hospital, nursing facility, or intermediate care facility for the mentally 
retarded.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to services 
furnished on or after the date of the enactment of this Act. 
 
(b) Treatment of Persons with Mental Retardation or a Related Condition in a Decertified 
Facility. – 
 
(1) In general. -- Section 1915(c)(7) of such Act (42 U.S.C. 1396n(c)(7)) is amended by 
adding at the end the following new subparagraph: 
 
"(C) In making estimates under paragraph (2)(D) in the case of a waiver to the extent that 
it applies to individuals with mental retardation or a related condition who are resident in 
an intermediate care facility for the mentally retarded the participation of which under the 
State plan is terminated, the State may determine the average per capita expenditures that 



would have been made in a fiscal year for those individuals without regard to any such 
termination.". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall apply as if included in 
the enactment of the Omnibus Budget Reconciliation Act of 1981, but shall only apply to 
facilities the participation of which under a State plan under title XIX of the Social 
Security Act is terminated on or after the date of the enactment of this Act. 
 
(c) Scope of Respite Care. -- 
 
(1) In general. -- Section 1915(c)(4) of such Act is amended by adding at the end the 
following: 
 
"Except as provided under paragraph (2)(D), the Secretary may not restrict the number of 
hours or days of respite care in any period which a State may provide under a waiver 
under this subsection.". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall apply as if included in 
the enactment of the Omnibus Budget Reconciliation Act of 1981. 
 
(d) Permitting Adjustment in Estimates to Take into Account Preadmission Screening 
Requirement. -- In the case of a [*H10175] waiver under section 1915(c) of the Social 
Security Act for individuals with mental retardation or a related condition in a State, the 
Secretary of Health and Human Services shall permit the State to adjust the estimate of 
average per capita expenditures submitted under paragraph (2)(D) of such section, with 
respect to such expenditures made on or after January 1, 1989, to take into account 
increases in expenditures for, or utilization of, intermediate care facilities for the mentally 
retarded resulting from implementation of section 1919(e)(7)(A) of such Act. 
 
SEC. 4474. PROVISIONS RELATING TO FRAIL ELDERLY DEMONSTRATION 
PROJECT WAIVERS. 
 
(a) Expansion of Waivers. -- Section 9412(b) of the Omnibus Budget Reconciliation Act 
of 1986 is amended -- 
 
(1) in paragraph (1), by striking "10" and inserting "15"; and 
 
(2) by adding at the end the following new paragraph: 
 
"(3) In the case of an organization receiving an initial waiver under this subsection on or 
after October 1, 1990, the Secretary (at the request of the organization) shall not require 
the organization to provide services under title XVIII of the Social Security Act on a 
capitated or other risk basis during the first 2 years of the waiver.". 
 



(b) Application of Spousal Impoverishment Rules. -- (1) Section 1924(a) of the Social 
Security Act (42 U.S.C. 1396r-5(a)) is amended by adding at the end the following new 
paragraph: 
 
"(5) Application to individuals receiving services from organizations receiving certain 
waivers. -- This section applies to individuals receiving services from any organization 
receiving a frail elderly demonstration project waiver under section 9412(b) of the 
Omnibus Budget Reconciliation Act of 1986.". 
 
(2) Section 9412(b) of the Omnibus Budget Reconciliation Act of 1986, as amended by 
subsection (a), is amended by adding at the end the following new paragraph: 
 
"(4) Section 1924 of the Social Security Act shall apply to any individual receiving 
services from an organization receiving a waiver under this subsection.". 
 
Subpart E -- Miscellaneous 
 
SEC. 4481. MEDICAID STATE PLANS ASSURING THE IMPLEMENTATION OF A 
PATIENT'S RIGHT TO PARTICIPATE IN AND DIRECT HEALTH CARE 
DECISIONS AFFECTING THE PATIENT. 
 
(a) In General. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a(a)), as 
amended by sections 4401(a)(2) and 4423(a) of this title, is amended -- 
 
(1) in subsection (a) -- 
 
(A) by striking "and" at the end of paragraph (54), 
 
(B) by striking the period at the end of paragraph (55) and inserting "; and", and 
 
(C) by inserting after paragraph (55) the following new paragraph: 
 
"(56) provide that each hospital, nursing facility, provider of home health care or personal 
care services, hospice program, or health maintenance organization (as defined in section 
1903(m)(1)(A)) receiving funds under the plan shall comply with the requirement of 
subsection (u)."; and 
 
(2) by adding, after the subsections added by sections 4441(a) and 4451(a)(2) of this title, 
at the end the following new subsection: 
 
"(u)(1) For purposes of subsection (a)(56) and sections 1903(m)(1)(A) and 1919(c)(2)(E), 
the requirement of this subsection is that a provider or organization (as the case may be) 
maintain written policies and procedures with respect to all adult individuals receiving 
medical care by or through the provider or organization -- 
 
"(A) to provide written information to each such individual concerning -- 



"(i) an individual's rights under State law (whether statutory or as recognized by the 
courts of the State) to make decisions concerning such medical care, including the right 
to accept or refuse medical or surgical treatment and the right to formulate advance 
directives (as defined in paragraph (3)), and 
 
"(ii) the provider's or organization's written policies respecting the implementation of 
such rights; 
 
"(B) to document in the individual's medical record whether or not the individual has 
executed an advance directive; 
 
"(C) not to condition the provision of care or otherwise discriminate against an individual 
based on whether or not the individual has executed an advance directive; 
 
"(D) to ensure compliance with requirements of State law respecting advance directives; 
and 
 
"(E) to provide (individually or with others) for education for staff and the community on 
issues concerning advance directives. 
 
Subparagraph (C) shall not be construed as requiring the provision of care which 
conflicts with an advance directive. 
 
"(2) The written information described in paragraph (1)(A) shall be provided to an adult 
individual -- 
 
"(A) in the case of a hospital, at the time of the individual's admission as an inpatient, 
 
"(B) in the case of a nursing facility, at the time of the individual's admission as a 
resident, 
 
"(C) in the case of a provider of home health care or personal care services, in advance of 
the individual coming under the care of the provider, 
 
"(D) in the case of a hospice program, at the time of initial receipt of hospice care by the 
individual from the program, and 
 
"(E) in the case of a health maintenance organization, at the time of enrollment of the 
individual with the organization. 
 
"(3) In this subsection, the term 'advance directive' means a written instruction, such as a 
living will or durable power of attorney for health care, recognized under State law and 
relating to the provision of such care when the individual is incapacitated.". 
 
(b) Conforming Amendments. -- 
 



(1) Section 1903(m)(1)(A) of such Act (42 U.S.C. 1396b(m)(1)(A)) is amended -- 
 
(A) by inserting "meets the requirement of section 1902(s)" after "which" the first place it 
appears, and 
 
(B) by inserting "meets the requirement of section 1902(a) and" after "which" the second 
place it appears. 
 
(2) Section 1919(c)(2) of such Act (42 U.S.C. 1396r(c)(2)) is amended by adding at the 
end the following new subparagraph: 
 
"(E) Information respecting advance directives. -- A nursing facility must comply with 
the requirement of section 1902(u) (relating to maintaining written policies and 
procedures respecting advance directives).". 
 
(c) Effective Date. -- The amendments made by this section shall apply with respect to 
services furnished on or after the first day of the first month beginning more than 1 year 
after the date of the enactment of this Act. 
 
(d) Study to Assess Implementation of a Patient's Right to Participate in and Direct 
Health Care Decisions Affecting the Patient. -- 
 
(1) In general. -- The Secretary of Health and Human Services shall (subject to paragraph 
(2)) enter into an agreement with the Institute of Medicine of the National Academy of 
Sciences to conduct a study with respect to the context in which directed health care 
decisions (including advance directives) are made and carried out, including the 
incidence and processes of decision making about life-sustaining treatment that occur 
with and without advance directives. 
 
(2) Arrangements for study. -- The Secretary shall request the Institute of Medicine of the 
National Academy of Sciences to submit an application to conduct the study described in 
paragraph (1). If the Institute submits an acceptable application, the Secretary shall enter 
into an appropriate arrangement with the Academy for the conduct of the study within 28 
days of the date the application is received. If the Institute does not submit an acceptable 
application to conduct the study, the Secretary may request one or more appropriate 
nonprofit private entities to submit an application to conduct the study and may enter into 
an appropriate arrangement for the conduct of the study by the entity which submits the 
best acceptable application. 
 
(3) Report. -- The results of the study shall be reported to the Committees on Ways and 
Means and Energy and Commerce of the House of Representatives and the Committee on 
Finance of the Senate and the Secretary by not later than 4 years after the date of the 
enactment of this Act. Such report shall include such recommendations for legislation as 
may be appropriate to carry out further the purpose of this section. 
 



(e) Public Education Demonstration Project. -- The Secretary of Health and Human 
Services, no later than 6 months after the date of the enactment of this Act, shall develop 
and implement a demonstration project in selected States to inform the public of the 
option to execute advance directives and of a patient's right to participate and direct 
health care decisions. The Secretary shall report to the Committees on Ways and Means 
and Energy and Commerce of the House of Representatives and the Committee on 
Finance of the Senate on the results of the project and on whether such project should be 
extended. 
 
SEC. 4482. IMPROVEMENT IN QUALITY OF PHYSICIAN SERVICES. 
 
(a) Use of Unique Physician Identifiers. -- 
 
(1) Establishment of system. -- 
 
(A) In general. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended 
by adding after the subsections added by sections 4441(a), 4451(a)(2), and 4481(a)(2) of 
this title, the following new subsection: 
 
"(v) The Secretary shall establish a system, for implementation by not later than July 1, 
1991, which provides for a unique identifier for each physician who furnishes services for 
which payment may be made under a State plan approved under this title.". 
 
(B) Deadline and considerations. -- The system established under the amendment made 
by subparagraph (A) may be the same as, or different from, the system established under 
section 9202(g) of the Consolidated Omnibus Budget Reconciliation Act of 1985. 
 
(2) Requiring inclusion with claims. -- Section 1903(i) of the Social Security Act (42 
U.S.C. 1396b(i)), as amended by sections 4401(a)(1)(B) and 4431(e)(17) of this title, is 
amended -- 
 
(A) by striking the period at the end of paragraph (11) and inserting "; or", and 
 
(B) by inserting after paragraph (11) the following new paragraph: 
 
"(12) with respect to any amount expended for physicians' services furnished on or after 
the first day of the first quarter beginning [*H10176] more than 60 days after the date of 
establishment of the physician identifier system under section 1902(v), unless the claim 
for the services includes the unique physician identifier provided under such system.". 
 
(b) Maintenance of Encounter Data by Health Maintenance Organizations. -- 
 
(1) In general. -- Section 1903(m)(2)(A) of such Act (42 U.S.C. 1396b(m)(2)(A)), as 
amended by sections 4461(a) and 4461(b) of this title, is amended -- 
 
(A) by striking "and" at the end of clause (ix), 



 
(B) by striking the period at the end of clause (x) and inserting "; and", and 
 
(C) by adding at the end the following new clause: 
 
"(xi) such contract provides for maintenance of sufficient patient encounter data to 
identify the physician who delivers services to patients.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to contract 
years beginning after the date of the establishment of the system described in section 
1902(v) of the Social Security Act. 
 
(c) Maintenance of List of Physicians by States. -- 
 
(1) In general. -- Section 1902(a) of such Act (42 U.S.C. 1396a(a)), as amended by 
sections 4401(a)(2), 4423(a), and 4481(a) of this title, is amended -- 
 
(A) by striking "and" at the end of paragraph (55), 
 
(B) by striking the period at the end of paragraph (56) and inserting "; and", and 
 
(C) by inserting after paragraph (56) the following new paragraph: 
 
"(57) maintain a list (updated not less often than monthly, and containing each 
physician's unique identifier provided under the system established under subsection (v)) 
of all physicians who are certified to participate under the State plan.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to medical 
assistance for calendar quarters beginning more than 60 days after the date of 
establishment of the physician identifier system under section 1902(v) of the Social 
Security Act. 
 
(d) Foreign Medical Graduate Certification. -- 
 
(1) Passage of fmgems examination in order to obtain identifier. -- The Secretary of 
Health and Human Service shall provide, in the identifier system established under 
section 1902(v) of the Social Security Act, that no foreign medical graduate (as defined 
in section 1886(h)(5)(D) of such Act) shall be issued an identifier under such system 
unless the individual -- 
 
(A) has passed the FMGEMS examination (as defined in section 1886(h)(5)(E) of such 
Act); or 
 
(B) has previously received certification from, or has previously passed the examination 
of, the Educational Commission for Foreign Medical Graduates. 
 



(2) Effective date. -- Paragraph (1) shall apply with respect to issuance of an identifier 
applicable to services furnished on or after January 1, 1992. 
 
(e) Minimum Qualifications for Billing for Physicians' Services to Children and Pregnant 
Women. - - Section 1903(i) of the Social Security Act (42 U.S.C. 1396b(i)), as amended 
by sections 4401(a)(1)(B) and 4431(e)(17) of this title and subsection (a)(2) of this 
section, is further amended -- 
 
(1) by striking the period at the end of paragraph (13) and inserting "; or"; and 
 
(2) by inserting after paragraph (13) the following new paragraph: 
 
"(14) with respect to any amount expended for physicians' services furnished by a 
physician on or after January 1, 1992, to -- 
 
"(A) a child under 21 years of age, unless the physician -- 
 
"(i) is certified in family practice or pediatrics by the medical specialty board recognized 
by the American Board of Medical Specialties for family practice or pediatrics, 
 
"(ii) is employed by, or affiliated with, a Federally-qualified health center (as defined in 
section 1905(l)(2)(B)), 
 
"(iii) holds admitting privileges at a hospital participating in a State plan approved under 
this title, 
 
"(iv) is a member of the National Health Service Corps, or 
 
"(v) documents a current, formal, consultation and referral arrangement with a 
pediatrician or family practitioner who has the certification described in clause (i) for 
purposes of specialized treatment and admission to a hospital; or 
 
"(B) to a pregnant woman (or during the 60 day period beginning on the date of 
termination of the pregnancy) unless the physician -- 
 
"(i) is certified in family practice or obstetrics by the medical specialty board recognized 
by the American Board of Medical Specialties for family practice or obstetrics, 
 
"(ii) is employed by, or affiliated with, a Federally-qualified health center (as defined in 
section 1905(l)(2)(B)), 
 
"(iii) holds admitting privileges at a hospital participating in a State plan approved under 
this title, 
 
"(iv) is a member of the National Health Service Corps, or 
 



"(v) documents a current, formal, consultation and referral arrangement with a 
obstetrician or family practitioner who has the certification described in clause (i) for 
purposes of specialized treatment and admission to a hospital.". 
 
(f) Reporting of Misconduct or Substandard Care. -- 
 
(1) In general. -- Section 1921(a) of such Act (42 U.S.C. 1396r-2(a)) is amended -- 
 
(A) in paragraph (1), in the matter before subparagraph (A), by inserting "(or any peer 
review organization or private accreditation entity reviewing the services provided by 
health care practitioners)" after "health care practitioners"; and 
 
(B) in paragraph (1), by adding at the end the following new subparagraph: 
 
"(D) Any negative action or finding by such authority, organization, or entity regarding 
the practitioner or entity.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to State 
information reporting systems as of January 1, 1992, without regard to whether or not the 
Secretary of Health and Human Services has promulgated any regulations to carry out 
such amendments by such date. 
 
SEC. 4483. CLARIFICATION OF AUTHORITY OF INSPECTOR GENERAL. 
 
Section 1128A(j) of the Social Security Act (42 U.S.C. 1320a-7a(j)) is amended -- 
 
(1) by striking "(j)" and inserting "(j)(1)"; and 
 
(2) by adding at the end the following new paragraph: 
 
"(2) The Secretary may delegate authority granted under this section and under section 
1128 to the Inspector General of the Department of Health and Human Services.". 
 
SEC. 4184. NOTICE TO STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS 
TAKEN. 
 
(a) In General. -- Section 1902(a)(41) of the Social Security Act (42 U.S.C. 1396a(a)(41)) 
is amended by inserting "and, in the case of a physician and notwithstanding paragraph 
(7), the State medical licensing board" after "shall promptly notify the Secretary". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to sanctions 
effected more than 60 days after the date of the enactment of this Act. 
 
SEC. 4485. MISCELLANEOUS PROVISIONS. 
 
(a) Psychiatric Hospitals. -- 



 
(1) Clarification of coverage of inpatient psychiatric hospital services. -- 
 
(A) In general. -- Section 1905(h)(1)(A) of the Social Security Act (42 U.S.C. 
1396d(h)(1)(A)), as amended by section 2340(b) of the Deficit Reduction Act of 1984, is 
amended by inserting "or in another inpatient setting that the Secretary has specified in 
regulations" after "1861(f)". 
 
(B) Effective date. -- The amendment made by subparagraph (A) shall be effective as if 
included in the enactment of the Deficit Reduction Act of 1984. 
 
(2) Intermediate sanctions for psychiatric hospitals. -- Section 1902 of the Social Security 
Act (42 U.S.C. 1396a) is amended by adding after the subsections added by sections 
4441(a), 4451(a)(2), 4481(a)(2) and 4482(a)(1), the following new subsection: 
 
"(w)(1) In addition to any other authority under State law, where a State determines that a 
psychiatric hospital which is certified for participation under its plan no longer meets the 
requirements for a psychiatric hospital (referred to in section 1905(h)) and further finds 
that the hospital's deficiencies -- 
 
"(A) immediately jeopardize the health and safety of its patients, the State shall terminate 
the hospital's participation under the State plan; or 
 
"(B) do not immediately jeopardize the health and safety of its patients, the State may 
terminate the hospital's participation under the State plan, or provide that no payment will 
be made under the State plan with respect to any individual admitted to such hospital 
after the effective date of the finding, or both. 
 
"(2) Except as provided in paragraph (3), if a psychiatric hospital described in paragraph 
(1)(B) has not complied with the requirements for a psychiatric hospital under this title -- 
 
"(A) within 3 months after the date the hospital is found to be out of compliance with 
such requirements, the State shall provide that no payment will be made under the State 
plan with respect to any individual admitted to such hospital after the end of such 3-
month period, or 
 
"(B) within 6 months after the date the hospital is found to be out of compliance with 
such requirements, no Federal financial participation shall be provided under section 
1903(a) with respect to further services provided in the hospital until the State finds that 
the hospital is in compliance with the requirements of this title. 
 
"(3) The Secretary may continue payments, over a period of not longer than 6 months 
from the date the hospital is found to be out of compliance with such requirements, if -- 
 



"(A) the State finds that it is more appropriate to take alternative action to assure 
compliance of the hospital with the requirements than to terminate the certification of the 
hospital, 
 
"(B) the State has submitted a plan and timetable for corrective action to the Secretary for 
approval and the Secretary approves the plan of corrective action, and 
 
"(C) the State agrees to repay to the Federal Government payments received under this 
paragraph if the corrective action is not taken in accordance with the approved plan and 
timetable.". 
 
(b) State Utilization Review Systems. -- Section 9432 of the Omnibus Budget 
Reconciliation Act of 1986 is amended -- 
 
(1) in subsection (a) -- 
 
[*H10177] (A) by inserting "(1)" after "In General. -- ", 
 
(B) by striking ", during the period" and all that follows through "Congress,", and 
 
(C) by adding at the end the following new paragraph: 
 
"(2) The Secretary may not, during the period beginning on the date of the enactment of 
the Omnibus Budget Reconciliation Act of 1990 and ending on the date that is 180 days 
after the date on which the report required by subsection (d) is submitted to the Congress, 
publish final or interim final regulations requiring a State plan approved under title XIX 
of the Social Security Act to include a program for ambulatory surgery, preadmission 
testing, or same-day surgery."; 
 
(2) in subsection (b)(4), by inserting "and subsection (d)" after "In this subsection"; and 
 
(3) by adding at the end the following new subsection: 
 
"(d) Report. -- The Secretary shall report to Congress, by not later than January 1, 1993, 
for each State in a representative sample of States -- 
 
"(1) an analysis of the procedures for which programs for ambulatory surgery, 
preadmission testing, and same-day surgery are appropriate for patients who are covered 
under the State medicaid plan, and 
 
"(2) the effects of such programs on access of such patients to necessary care, quality of 
care, and costs of care. In selecting such a sample of States, the Secretary shall include 
some States with medicaid plans that include such programs.". 
 
(c) Additional Miscellaneous Provisions. -- 
 



(1) Effective July 1, 1990 -- 
 
(A) section 1902(a)(10)(C)(iv) of the Social Security Act is amended by striking "through 
(20)" and inserting "through (21)", and 
 
(B) section 1902(j) of such Act is amended by striking "through (21)" and inserting 
"through (22)". 
 
(2) Effective as if included in subtitle D of title VI of the Omnibus Budget Reconciliation 
Act of 1989, section 301(j) of the Federal Food, Drug, and Cosmetic Act (21 U.S.C. 
331(j) is amended by adding at the end the following: "This paragraph does not authorize 
the withholding of information from either House of Congress or from, to the extent of 
matter within its jurisdiction, any committee or subcommittee of such committee or any 
joint committee of Congress or any subcommittee of such joint committee.". 
 
(3) Section 505(b) of the Social Security Act (42 U.S.C. 705(b)) is amended in the matter 
preceding paragraph (1) by striking "requirement" and inserting "requirements". 
 
Subtitle C -- Energy and Miscellaneous User Fees 
 
PART 1 -- ENERGY 
 
SEC. 4501. SOLAR, WIND, WASTE, AND GEOTHERMAL POWER PRODUCTION 
INCENTIVES. 
 
(a) Amendments to PURPA. -- Section 210 of the Public Utility Regulatory Policies Act 
of 1978 is amended as follows: 
 
(1) In subsection (a), strike out ", and to encourage geothermal small power production 
facilities of not more than 80 megawatts capacity,". 
 
(2) In subsection (e)(2), insert "(other than a qualifying small power production facility 
which is a solar, wind, waste, or geothermal facility as defined in section 3(17)(E) of the 
Federal Power Act)" after "facility" where it first appears, and strike out ", or 80 
megawatts for a qualifying small power production facility using geothermal energy as its 
primary energy source,". 
 
(b) Amendment of Federal Power Act. -- Section 3(17) of the Federal Power Act is 
amended as follows: 
 
(1) In subparagraph (A), insert "a facility which is a solar, wind, waste, or geothermal 
facility, or" after "'small power production facility' means". 
 
(2) Insert at the end thereof the following new subparagraph -- 
 



"(E) 'solar, wind, waste or geothermal facility' means a facility which produces electric 
energy solely by the use, as a primary energy source, of solar energy, wind energy, waste, 
or geothermal resources;". 
 
(c) Regulations. -- Unless the Federal Energy Regulatory Commission otherwise 
specifies, by rule, after the enactment of this Act, any solar, wind, waste, or geothermal 
facility (as defined in section 3(17)(E) of the Federal Power Act as amended by this Act), 
which is a qualifying small power production facility (as defined in subparagraph (C) of 
section 3(17) of the Federal Power Act as amended by this Act) -- 
 
(1) shall be considered a qualifying small power production facility for purposes of part 
292 of title 18, Code of Federal Regulations, notwithstanding any size limitations 
contained in such part, and 
 
(2) shall not be subject to the size limitation contained in section 292.601(b) of such part. 
 
SEC. 4502. NRC USER FEES AND ANNUAL CHARGES. 
 
(a) Annual Assessment. -- 
 
(1) Amount. -- The Nuclear Regulatory Commission (hereafter in this section referred to 
as the "Commission") shall annually assess and collect such fees and charges as are 
described in subsections (b) and (c) in an amount that approximates 100 percent of the 
budget authority of the Commission in the fiscal year in which such assessment is made 
less any amount appropriated to the Commission from the Nuclear Waste Fund in such 
fiscal year. 
 
(2) First assessment. -- The first such assessment shall be made not later than September 
30, 1991, and shall be based on the budget authority of the Commission for fiscal year 
1991. 
 
(b) Fees for Service or Thing of Value. -- Pursuant to section 9701 of title 31, United 
States Code, any person who receives a service or thing of value from the Commission 
shall pay fees to cover the Commission's costs in providing any such service or thing of 
value. 
 
(c) Annual Charges. -- 
 
(1) Persons subject to charge. -- Any person who holds a license issued under section 103 
or 104 b. of the Atomic Energy Act of 1954 (42 U.S.C. 2133, 2134(b)) that authorizes 
such person to operate a utilization facility with a rated thermal capacity in excess of 
50,000,000 watts shall pay, in addition to the fees set forth in subsection (b), an annual 
charge. 
 
(2) Aggregate amount of charges. -- The aggregate amount of the annual charge collected 
from all persons described in paragraph (1) shall equal an amount that approximates 100 



percent of the budget authority of the Commission in the fiscal year in which such charge 
is collected, less any amount appropriated to the Commission from the Nuclear Waste 
Fund and the amount of fees collected under subsection (b) in such fiscal year. 
 
(3) Amount per licensee. -- The Commission shall establish, by rule, a schedule of 
charges fairly and equitably allocating the aggregate amount of charges described in 
paragraph (2) among the licensees described in paragraph (1). The charges shall have a 
reasonable relationship to the cost of providing regulatory services and may be based on 
the allocation of the Commission's resources among licensees or classes of licensees 
described in paragraph (1). 
 
(d) Definition. -- As used in this section, "Nuclear Waste Fund" means the fund 
established pursuant to section 302(c) of the Nuclear Waste Policy Act of 1982 (42 
U.S.C. 10222(c)). 
 
(e) Repeal. -- Title VII of the Consolidated Omnibus Budget Reconciliation Act of 1985 
(Public Law 99-272) is amended by striking subtitle G. This repeal shall become 
effective upon promulgation of the Nuclear Regulatory Commission's final rule 
implementing this section. 
 
PART 2 -- RAILROAD USER FEES 
 
SEC. 4511. AMENDMENTS TO FEDERAL RAILROAD SAFETY ACT OF 1970. 
 
(a) User Fees. -- The Federal Railroad Safety Act of 1970 (45 U.S.C. 431 et seq.) is 
amended by adding at the end the following new section: 
 
"SEC. 216. USER FEES. 
 
"(a)(1) The Secretary shall establish a schedule of fees to be assessed equitably to 
railroads, in reasonable relationship to an appropriate combination of criteria such as 
revenue ton-miles, track miles, passenger miles, or other relevant factors, but shall not be 
based on the proportion of industry revenues attributable to a railroad or class of 
railroads. 
 
"(2) The Secretary shall establish procedures for the collection of such fees. The 
Secretary may use the services of any Federal, State, or local agency or instrumentality to 
collect such fees, and may reimburse such agency or instrumentality a reasonable amount 
for such services. 
 
"(3) Fees established under this section shall be assessed to railroads subject to this Act 
and shall cover the costs of administering this Act, other than activities described in 
section 202(a)(2). 
 
"(b) The Secretary shall assess and collect fees described in subsection (a) with respect to 
each fiscal year before the end of such fiscal year. 



"(c) All fees collected under subsection (b) shall be deposited into the General Fund of 
the United States Treasury as offsetting receipts and shall be used, to the extent provided 
in advance in appropriations Acts, only to carry out activities under this Act. 
 
"(d) Fees established under subsection (a) shall be assessed in an amount sufficient to 
cover activities described in subsection (c) beginning on March 1, 1991, but at no time 
shall the aggregate of fees received for any fiscal year under this section exceed 105 
percent of the aggregate of appropriations made for such fiscal year for activities to be 
funded by such fees. 
 
"(e)(1) Within 90 days after the end of each fiscal year in which fees are collected 
pursuant to this section, the Secretary shall report to the Congress -- 
 
"(A) the amount of fees collected during that fiscal year; 
 
"(B) the impact of such fee collections on the financial health of the railroad industry and 
its competitive position relative to each competing mode of transportation; and 
 
"(C) the total cost of Federal safety activities for each such other mode of transportation, 
including the portion of that total cost, if any, defrayed by Federal user fees. 
 
"(2) With respect to any fiscal year for which the Secretary's report submitted under 
paragraph (1) finds -- 
 
"(A) any impact of fees collected under this section either on the financial health of the 
railroad industry, or on its competitive position relative to competing modes of 
transportation; or 
 
"(B) any significant difference in the burden of Federal user fees borne by the [*H10178] 
railroad industry and those applicable to competing modes of transportation, 
 
the Secretary shall, within 90 days after submission of such report, prepare and submit to 
the Congress specific recommendations for legislation to correct any such impact or 
difference. 
 
"(f) This section shall expire on September 30, 1995.". 
 
(b) Authorization of Appropriations. -- Section 214(a) of the Federal Railroad Safety Act 
of 1970 (45 U.S.C. 444(a)) is amended to read as follows: 
 
"(a) There are authorized to be appropriated to carry out this Act not to exceed 
$46,884,000 for fiscal year 1991.". 
 
PART 3 -- TRAVEL AND TOURISM USER FEES 
 
SEC. 4521. UNITED STATES TRAVEL AND TOURISM USER FEE. 



 
(a) In General. -- Sections 304 and 305 of the International Travel Act of 1961 (22 U.S.C. 
2126- 2127) are redesignated as sections 306 and 307, respectively, and the following is 
inserted after section 303: 
 
"Sec. 304. (a) To the extent not inconsistent with international treaties or agreements 
entered into by the United States, the Secretary shall charge a United States Travel and 
Tourism Administration user fee, in an amount determined under subsection (b), to every 
alien described in section 101(a)(15)(B) of the Immigration and Nationality Act (8 U.S.C. 
1101(a)(15)(B)) arriving at any port within the United States aboard any commercial 
aircraft or cruise ship from any place outside the United States. 
 
"(b)(1) During the period from April 1, 1991, through March 30, 1992, the fee described 
in subsection (a) shall be $1. 
 
"(2) No later than December 31 of each calendar year commencing in 1991, the Secretary 
shall determine and publish the amount of the fee described in subsection (a) for the 12-
month period commencing on April 1 of the succeeding calendar year, as follows: 
 
"(A) The Secretary (in consultation with the Attorney General and the Secretary of State) 
shall estimate the number of aliens described in section 101(a)(15)(B) of the Immigration 
and Nationality Act (8 U.S.C. 1101(a)(15)(B)) expected to enter the United States during 
such succeeding calendar year aboard a commercial aircraft or cruise ship (other than 
aliens entering from a country with which the United States has entered into an 
international treaty or agreement barring the fee described in subsection (a)), based upon 
the number of such aliens who entered the United States during the previous calendar 
year (as reported or estimated by the Attorney General) and such other available 
information as the Secretary deems reliable. 
 
"(B) The Secretary shall divide the amount appropriated to the United States Travel and 
Tourism Administration for the fiscal year during which such determination is made by 
the number of aliens described in subparagraph (A) expected by the Secretary to enter the 
United States during the calendar year described in such subparagraph, and shall round 
off the result (up or down) to the nearest quarter-dollar. 
 
"(C) The Secretary shall publish in the Federal Register the estimate required by 
subparagraph  (A), together with a description of the information supporting such 
estimate, and the amount of the fee determined under subparagraph (B) which shall be 
applicable during the 12-month period commencing on April 1 of the succeeding 
calendar year. 
 
"(3) Neither the estimate of the Secretary under paragraph (2)(A) nor the amount 
determined by the Secretary under paragraph (2)(B) shall be subject to judicial review. 
 
"(c) The fee charged to an alien under subsection (a) shall be collected on behalf of the 



Secretary by the commercial airline or cruise ship line on which such alien arrived in the 
United States. No later than 31 days after the close of the calendar quarter in which such 
alien arrived in the United States, the commercial airline or cruise ship line shall remit the 
fee collected under this subsection, in United States dollars, to the Secretary of the 
Treasury for deposit, as offsetting receipts, in the General Fund of the United States 
Treasury. 
 
"(d) Subsections (a) through (c) shall take effect on April 1, 1991.". 
 
(b) Civil Penalties and Enforcement. -- The International Travel Act of 1961 is amended 
by inserting after section 304 (as added by section 4505) the following: 
 
"Sec. 305. (a) Any commercial airline or commercial cruise ship line which is found by 
the Secretary or the Secretary's designee, after notice and an opportunity for a hearing on 
the record in accordance with section 554 of title 5, United States Code, to have failed to 
pay to the Secretary of the Treasury, by the due date, the fee charged by the Secretary 
under section 304(a), may be ordered by the Secretary or the Secretary's designee to pay 
any fee amount outstanding plus interest on any late payment and, in addition, to pay a 
civil penalty not to exceed $5,000 for each day payment to the Secretary of the Treasury 
is not made or was made late. The amount of such civil penalty shall be assessed by the 
Secretary or the Secretary's designee by written notice. In determining the amount of 
such penalty, the Secretary or the Secretary's designee shall take into account the nature, 
circumstances, extent, and gravity of the violation, and, with respect to the violator, the 
degree of culpability, and history of prior offenses, ability to pay, and such other matters 
as justice may require. Each day a payment to the Secretary of the Treasury required by 
this Act is late shall constitute a separate violation of this Act. 
 
"(b) If any commercial airline or cruise ship line fails to pay as ordered by the Secretary 
or the Secretary's designee, the Attorney General may, upon request of the Secretary, 
bring a civil action in any appropriate United States district court for the recovery of the 
amount ordered to be paid. 
 
"(c) Before requesting the Attorney General to bring a civil action, the Secretary may 
compromise, modify, or remit, with or without conditions, any civil penalty which is 
subject to imposition or which has been imposed under subsection (a). 
 
"(d) For the purpose of conducting any hearing under subsection (a), the Secretary or the 
Secretary's designee may issue subpoenas for the attendance and testimony of witnesses 
and the production of relevant papers, books, and documents, and may administer oaths. 
Witnesses summoned shall be paid the same fees and mileage that are paid to witnesses 
in the courts of the United States. In case of contempt or refusal to obey a subpoena 
served upon any person pursuant to this subsection, the United States district court for 
any district in which such person is found, resides, or transacts business, upon application 
by the United States and after notice to such person, shall have jurisdiction to issue an 
order requiring such person to appear and give testimony before the Secretary or the 
Secretary's designee or to appear and produce papers, books, and documents before the 



Secretary or the Secretary's designee, or both, and any failure to obey such order of the 
court may be punished by such court as a contempt thereof.". 
 
PART 4 -- EPA USER FEES 
 
SEC. 4531. RADON TESTING FEES. 
 
For provisions of law providing for the charging by the Environmental Protection Agency 
of fees relating to radon testing fees, see section 305(e)(2) of the Toxic Substances 
Control Act. 
 
SEC. 4532. MOTOR VEHICLE COMPLIANCE PROGRAM FEES. 
 
For provisions providing for the charging by the Environmental Protection Agency of 
motor vehicle compliance program fees, see section 217 of H.R. 3030 ("Clean Air Act 
Amendments of 1990", As Passed the House of Representatives (101st Congress). 
 
TITLE V -- COMMITTEE ON INTERIOR AND INSULAR AFFAIRS. 
 
Subtitle A -- Nuclear Regulatory Commission User Fees 
 
SEC. 5101. USER FEES AND ANNUAL CHARGES. 
 
(a) Amendment to Atomic Energy Act. -- Chapter 19 of the Atomic Energy Act of 1954 
(42 U.S.C. 2015 et seq.) is amended by adding at the end the following new section: 
 
"SEC. 292. USER FEES AND ANNUAL CHARGES. 
 
"(a) Annual Assessment. -- 
 
"(1) Amount. -- The Nuclear Regulatory Commission (hereafter in this section referred to 
as the 'Commission') shall annually assess and collect such fees and charges as are 
described in subsections (b) and (c) in an amount that approximates 100 percent of the 
budget authority of the Commission in the fiscal year in which such assessment is made 
less any amount appropriated to the Commission from the Nuclear Waste Fund in such 
fiscal year. 
 
"(2) First assessment. -- The first such assessment shall be made not later than September 
30, 1991, and shall be based on the budget authority of the Commission for fiscal year 
1991. 
 
"(b) Fees for Service or Thing of Value. -- Pursuant to section 9701 of title 31, United 
States Code, any person who receives a service or thing of value from the Commission 
shall pay fees to cover the Commission's costs in providing any such service or thing of 
value. 
 



"(c) Annual Charges. -- 
 
"(1) Persons subject to charge. -- Any person who holds a license issued under section 
103 or 104 b. that authorizes such person to operate a utilization facility with a rated 
thermal capacity in excess of 50,000,000 watts shall pay, in addition to the fees set forth 
in subsection (b), an annual charge. 
 
"(2) Aggregate amount of charges. -- The aggregate amount of the annual charge 
collected from all persons described in paragraph (1) shall equal an amount that 
approximates 100 percent of the budget authority of the Commission in the fiscal year in 
which such charge is collected, less any amount appropriated to the Commission from the 
Nuclear Waste Fund and the amount of fees collected under subsection (b) in such fiscal 
year. 
 
"(3) Amount per licensee. -- The Commission shall establish, by rule, a schedule of 
charges fairly and equitably allocating the aggregate amount of charges described in 
paragraph (2) among the licensees described in paragraph (1). The charges shall have a 
reasonable relationship to the cost of providing regulatory services and may be based on 
the allocation of the Commission's resources among licensees or classes of licensees 
described in paragraph (1). 
 
"(d) Definition. -- As used in this section, 'Nuclear Waste Fund' means the fund 
established pursuant to section 302 (c) of the Nuclear Waste Policy Act of 1982 (42 
U.S.C. 10222 (c)).". 
 
[*H10179] (b) Repeal. -- Title VII of the Consolidated Omnibus Budget Reconciliation 
Act of 1985 (Public Law 99-272) is amended by striking subtitle G. This repeal shall 
become effective upon promulgation of the Nuclear Regulatory Commission's final rule 
implementing section 292 of the Atomic Energy Act of 1954. 
 
(c) Table of Contents. -- The table of contents of the Atomic Energy Act of 1954 is 
amended by adding after the item relating to section 291 the following new item: 
 
"Sec. 292. User fees and annual charges.". 
 
Subtitle B -- Tongass Timber Reform 
 
SEC. 5201. SHORT TITLE. 
 
This subtitle may be cited as the "Tongass Timber Reform Act". 
 
CHAPTER 1 -- ALASKA NATIONAL INTEREST LANDS CONSERVATION ACT 
AMENDMENTS 
 



SEC. 5211. TO REQUIRE ANNUAL APPROPRIATIONS FOR TIMBER 
MANAGEMENT AND RESOURCE CONSERVATION ON THE TONGASS 
NATIONAL FOREST. 
 
Section 705(a) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 
539d(a)) is repealed effective October 1, 1990. 
 
SEC. 5212. IDENTIFICATION OF LANDS UNSUITABLE FOR TIMBER 
PRODUCTION. 
 
Section 705(d) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 
539d(d)) is hereby repealed. 
 
SEC. 5213. FUTURE REPORTS ON THE TONGASS NATIONAL FOREST. 
 
(a) Monitoring. -- Section 706(a) of the Alaska National Interest Lands Conservation Act 
(16 U.S.C. 539e(a)) is amended -- 
 
(1) by striking "the Committee on Interior and Insular Affairs" and inserting "the 
Committee on Agriculture and the Committee on Interior and Insular Affairs"; and 
 
(2) by striking the second sentence and inserting the following new sentence: "This report 
shall include a complete analysis of the losses or gains sustained by the United States 
Government with respect to long-term, short-term and total sales of timber from the 
Tongass National Forest using information from the statement on revenues and expenses 
of the Timber Sale Program Information Reporting System and shall display total costs, 
unit costs (per thousand board feet of timber sold or released) and associated revenues, 
for the current and previous two years of operations.". 
 
(b) Status. -- Section 706(b) of the Alaska National Interest Lands Conservation Act (16 
U.S.C. 539e(b)) is amended as follows: 
 
(1) Strike out "and (4)" and insert in lieu thereof "(4)". 
 
(2) Strike the period at the end of the section and insert ", (5) the impact of timber 
management on subsistence resources, wildlife, and fisheries habitats, and (6) the steps 
taken by the Secretary of Agriculture under section 5241(c) of the Tongass Timber 
Reform Act.". 
 
(c) Consultation. -- Section 706(c) of the Alaska National Interest Lands Conservation 
Act (16 U.S.C. 539e(c)) is amended by striking out "and the Alaska Land Use Council" 
and inserting in lieu thereof "the southeast Alaska commercial fishing industry, and the 
Alaska Land Use Council". 
 
SEC. 5214. ADMINISTRATION. 
 



Section 705 (16 U.S.C. 539d) of the Alaska National Interest Lands Conservation Act is 
amended by adding at the end thereof the following: 
 
"(e) Fisheries Protection. -- In order to assure protection of riparian habitat, the Secretary 
of Agriculture shall maintain a buffer zone of a minimum of 100 feet in width within 
which logging shall be prohibited on each side of all anadromous fish streams in the 
Tongass National Forest, and their tributaries, except those tributaries with no resident 
fish populations which are intermittent in flow, or have flow of inadequate magnitude to 
directly influence downstream fish habitat. 
 
"(f) Tenakee Springs Road Prohibition. -- A vehicular access road connecting the Indian 
River and Game Creek roads may not be constructed, and the Secretary of Agriculture 
shall not engage in any further efforts to connect the city of Tenakee Springs with the 
logging road system on Chichagof Island.". 
 
CHAPTER 2 -- TERMINATION OF LONG-TERM TIMBER SALE CONTRACTS IN 
ALASKA 
 
SEC. 5221. TERMINATION. 
 
Title V of the Alaska National Interest Lands Conservation Act is amended by adding at 
the end thereof the following new section: 
 
"SEC. 508. TERMINATION OF LONG-TERM TIMBER SALE CONTRACTS IN 
ALASKA. 
 
"(a) Finding. -- The Congress hereby finds and declares that it is in the national interest to 
assure that valuable public resources in the Tongass National Forest are protected and 
wisely managed. Termination of the long-term timber sale contracts is necessary because 
the contracts prevent proper Forest Service management, allow the holders to concentrate 
logging in the rare, high-volume old growth forest most valuable for fish and wildlife 
habitat, threaten natural resource dependent communities and industries, and undermine 
competition within the southeast Alaska timber industry. 
 
"(b) Termination of Long-Term Timber Sale Contracts. -- Not later than 90 days after the 
date of enactment of this section, the Secretary of Agriculture shall terminate the long-
term timber sale contracts numbered 12-11-010-1545 and A10fs-1042 between the 
United States and Alaska Pulp Corporation, and between the United States and Ketchikan 
Pulp Company, respectively. 
 
"(c) Substitution of Short-Term Timber Sales. -- The Secretary of Agriculture is 
authorized to make available sufficient volumes of timber to meet actual market demand 
as determined pursuant to planning process specified in section 6 of the Forest and 
Rangeland Renewable Resources Planning Act of 1974 and other applicable laws. 
Timber sales shall be offered for competitive bid and administered consistent with 
standard, short-term timber sales on other national forests.". 



CHAPTER 3 -- WILDERNESS 
 
SEC. 5231. ADDITIONAL WILDERNESS AREAS. 
 
(a) Designation. -- Section 703 of the Alaska National Interest Lands Conservation Act is 
amended by adding at the end thereof the following: 
 
"(c) Designation of Additional Wilderness on the Tongass National Forest. -- In 
furtherance of the purposes of the Wilderness Act (16 U.S.C. 1131-1136), the following 
lands within the Tongass National Forest in the State of Alaska are hereby designated as 
wilderness and therefore as components of the National Wilderness Preservation System: 
 
"(1) Anan creek wilderness. -- Certain lands which comprise approximately 38,415 acres, 
as generally depicted on a map entitled 'Anan Creek Wilderness -- Proposed' and dated 
May 1989, which shall be known as the Anan Creek Wilderness. 
 
"(2) Berners bay wilderness. -- Certain lands which comprise approximately 46,135 
acres, as generally depicted on a map entitled 'Berners Bay Wilderness -- Proposed' and 
dated May 1989, which shall be known as the Berners Bay Wilderness. 
 
"(3) Calder-holbrook wilderness. -- Certain lands which comprise approximately 68,693 
acres, as generally depicted on a map entitled 'Calder-Holbrook Wilderness -- Proposed' 
and dated May 1989, which shall be known as the Calder-Holbrook Wilderness. 
 
"(4) Chichagof wilderness. -- Certain lands which comprise approximately 347,733 acres, 
as generally depicted on a map entitled 'Chichagof Wilderness -- Proposed' and dated 
May 1989, which shall be known as the Chichagof Wilderness. 
 
"(5) Chuck river wilderness. -- Certain lands which comprise approximately 124,539 
acres, as generally depicted on a map entitled 'Chuck River Wilderness -- Proposed' and 
dated May 1989, which shall be known as the Chuck River Wilderness. 
 
"(6) Kadashan wilderness. -- Certain lands which comprise approximately 34,044 acres, 
as generally depicted on a map entitled 'Kadashan Wilderness -- Proposed' and dated May 
1989, which shall be known as the Kadashan Wilderness. 
 
"(7) Karta river wilderness. -- Certain lands which comprise approximately 39,886 acres, 
as generally depicted on a map entitled 'Karta River Wilderness -- Proposed' and dated 
May 1989, which shall be known as the Karta River Wilderness. 
 
"(8) Kegan lake wilderness. -- Certain lands which comprise approximately 24,655 acres, 
as generally depicted on a map entitled 'Kegan Lake Wilderness -- Proposed' and dated 
May 1989, which shall be known as the Kegan Lake Wilderness. 
 



"(9) Naha river wilderness. -- Certain lands which comprise approximately 31,794 acres, 
as generally depicted on a map entitled 'Naha River Wilderness -- Proposed' and dated 
May 1989, which shall be known as the Naha River Wilderness. 
 
"(10) Nutkwa wilderness. -- Certain lands which comprise approximately 52,654 acres, 
as generally depicted on a map entitled 'Nutkwa Wilderness -- Proposed' and dated May 
1989, which shall be known as the Nutkwa Wilderness. 
 
"(11) Outside islands wilderness. -- Certain lands which comprise approximately 98,572 
acres, as generally depicted on a map entitled 'Outside Islands Wilderness -- Proposed' 
and dated May 1989, which shall be known as the Outside Islands Wilderness. 
 
"(12) Pleasant-lemesurier-inian islands wilderness. -- Certain lands which comprise 
approximately 23,140 acres, as generally depicted on a map entitled Pleasant-Lemesurier-
Inian Islands Wilderness -- Proposed' and dated May 1989, which shall be known as the 
Pleasant- Lemesurier-Inian Islands Wilderness. 
 
"(13) Point adolphus-mud bay wilderness. -- Certain lands which comprise approximately 
73,346 acres, as generally depicted on a map entitled 'Point Adolphus-Mud Bay 
Wilderness -- Proposed' and dated May 1989, which shall be known as the Point 
Adolphus-Mud Bay Wilderness. 
 
"(14) Port Houghton-Sanborn canal wilderness. -- Certain lands which comprise 
approximately 58,915 acres, as generally depicted on a map entitled 'Port Houghton-
Sanborn Canal Wilderness -- Proposed' and dated May 1989, which shall be known as the 
Port Houghton-Sanborn Canal Wilderness. 
 
"(15) Rocky pass wilderness. -- Certain lands which comprise approximately 75,734 
acres, as generally depicted on a map entitled 'Rocky Pass Wilderness -- Proposed' and 
dated May 1989, which shall be known as the Rocky Pass Wilderness. 
 
"(16) Sarkar lakes wilderness. -- Certain lands which comprise approximately 25,650 
acres, as generally depicted on a map entitled 'Sarkar Lakes Wilderness -- Proposed' 
[*H10180] and dated May 1989, which shall be known as the Sarkar Lakes Wilderness. 
 
"(17) South etolin island wilderness. -- Certain lands which comprise approximately 
83,642 acres, as generally depicted on a map entitled 'South Etolin Island Wilderness -- 
Proposed' and dated May 1989, which shall be known as the South Etolin Island 
Wilderness.  
 
"(18) South kuiu wilderness. -- Certain lands which comprise approximately 191,532 
acres, as generally depicted on a map entitled 'South Kuiu Wilderness -- Proposed' and 
dated May 1989, which shall be known as the South Kuiu Wilderness. 
 



"(19) Sullivan island wilderness. -- Certain lands which comprise approximately 4,032 
acres, as generally depicted on a map entitled 'Sullivan Island Wilderness -- Proposed' 
and dated May 1989, which shall be known as the Sullivan Island Wilderness. 
 
"(20) Trap bay wilderness. -- Certain lands which comprise approximately 6,667 acres, as 
generally depicted on a map entitled 'Trap Bay Wilderness -- Proposed' and dated May 
1989, which shall be known as the Trap Bay Wilderness. 
 
"(21) West duncan canal wilderness. -- Certain lands which comprise approximately 
134,627 acres, as generally depicted on a map entitled 'West Duncan Canal Wilderness -- 
Proposed' and dated May 1989, which shall be known as the West Duncan Canal 
Wilderness.  
 
"(22) Yakutat forelands wilderness. -- Certain lands which comprise approximately 
220,268 acres, as generally depicted on a map entitled 'Yakutat Forelands Wilderness -- 
Proposed' and dated May 1989, which shall be known as the Yakutat Forelands 
Wilderness.  
 
"(23) Young lake wilderness addition to admiralty island national monument. -- Certain 
lands which comprise approximately 18,702 acres, as generally depicted on a map 
entitled 'Young Lake Wilderness -- Proposed' and dated May 1989, which shall be 
managed as an addition to the Admiralty Island National Monument. 
 
"(d) Application of Section 1315(e). -- Section 1315(e) of this Act (16 U.S.C. 3203(e)) 
shall not apply to the wilderness designated by subsection (c).". 
 
(b) Administration. -- Section 707 of the Alaska National Interest Lands Conservation 
Act is amended by adding the following at the end thereof: "Subject to valid existing 
rights, the wilderness areas designated in amendments made to section 703(c) of this Act 
by the Tongass Timber Reform Act shall be administered by the Secretary of Agriculture 
in accordance with this section, except that, in the case of such areas, any reference in the 
provisions of the Wilderness Act to the effective date of the Wilderness Act (or any 
similar reference) shall be deemed to be a reference to the date of enactment of the 
Tongass Timber Reform Act.". 
 
CHAPTER 4 -- IMPROVEMENT OF THE MANAGEMENT OF THE TONGASS 
NATIONAL FOREST 
 
SEC. 5241. MANAGEMENT OF THE TONGASS NATIONAL FOREST. 
 
(a) Findings. -- The Congress finds that -- 
 
(1) the commercial fishing, recreation, timber, and tourism industries each make a 
substantial contribution to the economy of southeast Alaska and their ability to contribute 
in the future depends upon balanced planning and management of the Tongass National 
Forest; and 



 
(2) the Secretary of Agriculture should plan and manage the Tongass National Forest in a 
manner that adequately protects and enhances fish, wildlife, and recreation resources, as 
well as timber, and should act in the long-term best interests of all natural resources 
dependent industries and subsistence communities in southeast Alaska. 
 
(b) Purposes. -- The purposes of this section are to require the Secretary of Agriculture to 
-- 
 
(1) assess the extent to which planning and management of the Tongass National Forest 
prior to the enactment of this Act has differed from planning for, and management of, 
other national forests; and 
 
(2) change, in conformance with laws applicable to the National Forest System, planning 
and management priorities regarding the Tongass National Forest so as to assure that 
greater emphasis is given to the long-term best interests of the commercial fishing, 
recreation, and tourism industries, subsistence communities in southeast Alaska, and the 
national interest in the fish and wildlife and other natural resources of the Tongass 
National Forest. 
 
(c) Directive. -- The Secretary of Agriculture is authorized and directed to take such steps 
as are necessary in current management practices and in revisions of the Tongass land 
management plan to achieve the purposes described in subsection (b). 
 
(d) Old-Growth Forest Management. -- In developing the land management plan for the 
Tongass National Forest pursuant to section 6 of the Forest and Rangeland Renewable 
Resources Planning Act of 1974, the Secretary shall -- 
 
(1) provide for sustained production of old-growth forest resources within the Tongass 
National Forest; and 
 
(2) upon completion of the draft of such plan, which shall be completed in any event not 
later than one year after the date of enactment of this Act, report to the Committees on 
Agriculture and on Interior and Insular Affairs of the House of Representatives and the 
Committee on Agriculture, Nutrition, and Forestry of the Senate on provisions 
incorporated into such plan to meet the objective set forth in paragraph (1). The report 
shall include -- 
 
(A) the definition of the term "old-growth forest" used for purposes of such plan; 
 
(B) the quantity and distribution of old-growth forest in the Tongass National Forest; 
 
(C) the management objectives and guidelines incorporated into such plan to provide for 
sustained production of old-growth forest resources; 
 



(D) the criteria used to determine how to integrate old-growth forest management 
objectives into the plan; and 
 
(E) the relationship between old-growth forest management objectives and other resource 
management goals affecting timber, fish and wildlife, water quality, recreation, 
subsistence uses, and aesthetics. 
 
Subtitle C -- Oil Shale Claims Reform 
 
SEC. 5301. FINDINGS. 
 
The Congress finds that: 
 
(1) Certain oil shale mining claims were located pursuant to the General Mining Act of 
May 10, 1872, before enactment of the Mineral Leasing Act of February 25, 1920, which 
provides for the leasing of that mineral. 
 
(2) Section 37 of the Mineral Leasing Act permitted oil shale claims that were 
"maintained in compliance with the laws under which initiated" to be perfected under 
such laws. 
 
(3) The holders of those oil shale claims that have not been patented have been afforded 
ample opportunity to apply for patents over the last 70 years but have failed to take such 
action. 
 
(4) Both the Mining Act of 1872 and the Mineral Leasing Act were intended to 
accomplish the development of the mineral resources of the Nation, including oil shale. 
 
(5) Almost none of the oil shale claims have been developed for their oil shale in the 
intervening 70 years. 
 
(6) The continued existence of these oil shale claims restricts the lands from the 
development of other minerals which may exist on the claimed lands. 
 
(7) The continued existence of these oil shale claims interferes with the effective 
management of Federal lands. 
 
(8) Issuing patents at this time for claims for which a right to patent has not vested would 
likely result in nonmineral development contrary to the intent of the Mining Act of 1872 
and the Mineral Leasing Act. 
 
(9) The lands embraced in an unpatented claim remain subject to the disposing power of 
the Congress until all conditions imposed by law for issuance of a patent are fully 
satisfied. 
 



(10) Either the conversion of valid oil shale claims to leases or requiring diligent work 
toward  production on such claims, together with the cancellation of invalid claims, 
would promote mineral development including for oil shale. 
 
(11) It is in the public interest for these claims to be brought to some final resolution so 
that Federal lands affected may be properly managed for their mineral and other values in 
accordance with the laws and policies of the United States. 
 
SEC. 5302. AMENDMENT TO THE MINERAL LEASING ACT. 
 
Section 37 of the Mineral Leasing Act (30 U.S.C. 193) is amended by inserting "(a)" 
before the first sentence and by adding the following new subsections at the end thereof: 
 
"(b)(1) The Secretary of the Interior shall undertake an expedited program to determine 
the validity of all unpatented oil shale claims referred to in subsection (a). The expedited 
program shall include an examination of all unpatented oil shale claims, including those 
for which a patent application has not been filed. If a claim is determined to be invalid, 
the Secretary shall promptly declare the claim to be null and void and cancel it. 
 
"(2) Not later than 30 days after the enactment of this subsection the Secretary shall 
publish proposed regulations in the Federal Register containing standards and criteria for 
determining the validity of all unpatented oil shale claims referred to in subsection (a). 
Final regulations shall be promulgated within 180 days after the date such proposed 
regulations are published. The Secretary shall make a determination with respect to the 
validity of each such claim within 2 years after the promulgation of such final 
regulations. In making such determinations the Secretary shall give priority to those 
claims which meet the requirements of paragraphs (1) and (2) of subsection (c) and 
subsection (f). 
 
"(c) Except as provided in subsection (f), after January 24, 1989, no patent shall be issued 
by the United States for any oil shale claim referred to in subsection (a) unless the 
Secretary of the Interior determines that, for the claim concerned -- 
 
"(1) a patent application was filed with the Secretary on or before January 24, 1989, and 
 
"(2) all requirements established under sections 2329, 2330, 2331, and 2333 of the 
Revised Statutes (30 U.S.C. 35, 36, and 37) were fully complied with by that date. 
 
"(d)(1) The holder of each oil shale claim for which no patent may be issued by reason of 
subsection (c) shall make an election under paragraph (2) or paragraph (3) of this 
subsection. Not later than 30 days [*H10181] after the enactment of this subsection, the 
Secretary shall notify the holder of each such claim of the requirement to make such 
election. The holder shall make the election by certified mail within 60 days after 
receiving such notification. Failure to make an election within such period, shall be 
deemed conclusively to constitute a forfeiture of the claim and the claim shall be null and 
void. 



"(2) The holder of a claim required to make an election under this subsection may elect to 
apply to the Secretary for a lease under section 21. The Secretary shall promptly provide 
a lease application to any claimholder who makes such election and the claimholder shall 
file an application for a lease within 90 days after receiving such application. Upon 
receiving such an application the Secretary shall issue a lease to the holder of such claim 
for the area covered by the claim if the claim is determined to be valid. A lease under this 
paragraph shall be issued in accordance with the provisions of section 21 except as 
follows: 
 
"(A) The term of the lease shall be 20 years and for so long thereafter as oil shale or 
associated minerals are produced annually in commercial quantities from the lease. 
 
"(B) The acreage limitations contained in section 21(a) shall not apply. 
 
"(C) The first and second provisos of section 21(a) shall not apply. 
 
"(D) The limitation on the number of leases to be granted to any one person, association, 
or corporation contained in section 21(a) shall not apply. 
 
"(E) The phrase 'oil shale and gilsonite' in the first sentence of section 21(a) shall be 
construed to include oil shale and all other associated minerals. 
 
"(3)(A) The holder of a claim making an election under this subsection may elect to 
maintain the claim by complying with such requirements as the Secretary shall prescribe, 
by rule, to assure that, during each year that oil shale or associated minerals are not being 
produced from the claim in commercial quantities, the holder of such claim either makes 
payments in lieu of diligent development under subparagraph (B) or expends an amount 
annually which -- 
 
"(i) represents diligent efforts toward the production of oil shale or associated minerals 
(or both), 
 
"(ii) includes substantial work on the claim, and 
 
"(iii) represents not less than $5,000 worth of expenditure on the claim. 
 
"(B) In lieu of making the expenditure described in clauses (i), (ii), and (iii) in any year, 
the holder of such claim may pay the Secretary an amount equal to $5,000 for the claim 
for that year. Moneys received by the Secretary under this subparagraph shall be disposed 
of in the same manner as moneys received pursuant to section 35, except that 50 percent 
of such moneys shall be transferred to the States and 50 percent shall be deposited in the 
General Fund of the Treasury. 
 
"(C) The Secretary shall promulgate a final rule under this paragraph within 90 days after 
the enactment of this subsection. The annual expenditure requirement under such rule 



shall take effect on the first day of the first month of September which occurs more than 
90 days after the enactment of this subsection. 
 
"(D) The Secretary shall review the expenditures made for each such claim not less 
frequently than annually. 
 
"(E) In applying the provisions of section 314 of the Federal Land Policy and 
Management Act of 1976 (43 U.S.C. 1744), the holder of a claim for which an election 
under this paragraph has been made shall comply with the provisions of subsection (a)(1) 
thereof only by filing (as provided in such provisions) an affidavit that the annual 
expenditure (or annual payments in lieu of diligent development) requirements of this 
paragraph have been met with respect to such claim or that oil shale or associated 
minerals are being produced from the claim in commercial quantities. 
 
"(F) Failure to comply with the requirements of this paragraph and the requirements of 
such section 314(a)(1) shall be deemed conclusively to constitute a forfeiture of the claim 
and the claim shall be null and void. In addition, the Secretary shall declare a claim to be 
null and void and cancel it on the earlier of the following: 
 
"(i) The date on which the Secretary determines that oil shale and associated minerals are 
exhausted. 
 
"(ii) The date 100 years after the date of location of the claim. 
On the date referred to in clause (ii), the Secretary shall make a determination under this 
subparagraph and if the Secretary determines that oil shale or associated minerals are 
being produced in commercial quantities there shall be substituted for such date the date 
on which the Secretary determines that oil shale or associated minerals cease to be 
produced from the claim in commercial quantities. 
 
"(G) The provisions of sections 4 and 6 of the Act of August 13, 1954 (30 U.S.C. 524 and 
526), popularly known as the Multiple Minerals Development Act, and the provisions of 
section 4 of the Act of July 23, 1955 (30 U.S.C. 612), popularly known as the Surface 
Resources Act, shall apply to claims for which an election under this paragraph has been 
made in the same manner and to the same extent as such provisions apply to the mining 
claims referred to therein. 
 
"(e) In addition to other applicable requirements, any person who holds a lease pursuant 
to paragraph (2) of subsection (d) or who maintains a claim pursuant to paragraph (3) of 
subsection (d) or pursuant to subsection (f) shall be required, by regulation, to reclaim the 
site subject to such lease or claim and to post a surety bond or provide other types of 
financial guarantee satisfactory to the Secretary before disturbance of the site to ensure 
such reclamation. The Secretary shall promulgate such regulations as may be necessary 
to implement this subsection. 
 
"(f)(1) If a patent application was filed with the Secretary before January 24, 1989, for an 
oil shale claim referred to in subsection (a) but all requirements established under 



sections 2329, 2330, 2331, and 2333 of the Revised Statutes (30 U.S.C. 35, 36, and 37) 
were not fully complied with by that date, the Secretary may issue a patent under this 
subsection notwithstanding the failure to meet those requirements by that date if such 
requirements are subsequently met and the Secretary determines the claim to be valid 
(after review as provided in subsection (c)). The patent shall be limited to the oil shale 
and associated minerals on such claim. Upon compliance with such requirements, such 
patent may be issued upon payment to the Secretary of $2,000 per acre. 
 
"(2) Any patent under this subsection shall be subject to an express reservation of the 
surface of the affected lands, and the provisions of sections 4 and 6 of the Act of August 
13, 1954 (30 U.S.C. 524 and 526), popularly known as the Multiple Minerals 
Development Act, and of section 4 of the Act of July 23, 1955 (30 U.S.C. 612), popularly 
known as the Surface Resources Act, shall apply to such claim in the same manner and to 
the same extent as such provisions apply to the unpatented mining claims referred to in 
such provisions. 
 
"(3) No claimholder having a claim described in this subsection shall be required to make 
an election under subsection (d).". 
 
Subtitle D -- Reclamation Fees 
 
SEC. 5401. ABANDONED MINE RECLAMATION FUND. 
 
(a) Sources of Deposits. -- Section 401(b) of the Surface Mining Control and 
Reclamation Act of 1977 (30 U.S.C. 1231(b)) is amended as follows: 
 
(1) Amend paragraph (1) to read as follows: 
 
"(1) the reclamation fees levied under section 402;". 
 
(2) Strike "and" at the end of paragraph (3); strike the period at the end of paragraph (4) 
and insert "; and"; and add the following new paragraph at the end: 
 
"(5) interest credited to the fund under subsection (e).". 
 
(b) Use of Moneys. -- Section 401(c) of the Surface Mining Control and Reclamation Act 
of 1977 (30 U.S.C. 1231(c)) is amended as follows: 
 
(1) In paragraph (1), strike "402(g)(2)" and insert "402(g)(1)". 
 
(2) Amend paragraph (2) to read as follows: 
 
"(2) for transfer on an annual basis to the Secretary of Agriculture for use under section 
406;". 
 



(3) In paragraph (6), strike "by contract" and insert "conducted in accordance with section 
3501 of the Omnibus Budget Reconciliation Act of 1986" after "projects". 
 
(4) Strike "and" at the end of paragraph (9). 
 
(5) Strike paragraph (10) and insert the following: 
 
"(10) for use under section 411; 
 
"(11) for the purpose of section 507(c), except that not more than $10,000,000 shall 
annually be available for such purpose; and 
 
"(12) all other necessary expenses to accomplish the purposes of this subtitle.". 
 
(c) Interest. -- Section 401 of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1231) is amended by adding the following new subsection at the end: 
 
"(e) Interest. -- The Secretary of the Interior shall invest such portion of the fund as is not, 
in his judgment, required to meet current withdrawals. Such investments shall be in 
public debt securities with maturities suitable for the needs of such fund and bearing 
interest at rates determined by the Secretary of the Treasury, taking into consideration 
current market yields on outstanding marketable obligations of the United States of 
comparable maturities. The income on such investments shall be credited to, and form a 
part of, the fund.". 
 
SEC. 5402. RECLAMATION FEES. 
 
(a) Rate. -- Section 402(a) of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1232(a)) is amended by adding the following at the end: "The rate at which 
such fee is imposed shall be modified as provided in section 411(a) in the case of any 
State or Indian tribe certified under section 411(a).". 
 
(b) Due Date. -- Section 402(b) of the Surface Mining Control and Reclamation Act of 
1977 (30 U.S.C. 1232(b)) is amended by striking "fifteen years after the date of 
enactment of this Act unless extended by an Act of Congress" and inserting "ending 
September 30, 2007". 
 
(c) Statement. -- Section 402(c) of the Surface Mining Control and Reclamation Act of 
1977 (30 U.S.C. 1232(c)) is amended by adding the following at the end thereof: "Such 
statement shall include an identification of the permittee of the coal mining operation if 
different from the operator, the owner of the coal, the preparation plant, tipple, or loading 
point for the coal, and the [*H10182] person purchasing the coal from the operator. The 
report shall also specify the number of the permit required under section 510 and the 
mine safety and health identification number. Each quarterly report shall contain a 
notification of any changes in the information required by this subsection since the date 



of the preceding quarterly report. The information contained in the quarterly reports 
under this subsection shall be maintained by the Secretary in a computerized database.". 
 
(d) Audits. -- Section 402(d) of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1232(d)) is amended by inserting "(1)" after "(d)" and by adding the following 
at the end thereof: 
 
"(2) The Secretary shall conduct such audits of coal production and the payment of fees 
under this subtitle as may be necessary to ensure full compliance with the provisions of 
this subtitle. For purposes of performing such audits the Secretary (or any duly 
designated officer, employee, or representative of the Secretary) shall, at all reasonable 
times, upon request, have access to, and may copy, all books, papers, and other 
documents of any person subject to the provisions of this subtitle. The Secretary may at 
any time conduct audits of any coal mining and reclamation operation, including without 
limitation, tipples and preparation plants, as may be necessary in the judgment of the 
Secretary to ensure full and complete payment of the fees under this subtitle.". 
 
(e) Notice. -- Section 402(f) of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1232(f)) is amended by adding the following at the end thereof: "Whenever 
the Secretary believes that any person has not paid the full amount of the fee payable 
under subsection (a) the Secretary shall notify the Federal agency responsible for 
ensuring compliance with the provisions of section 4121 of the Internal Revenue Code of 
1986.". 
 
SEC. 5403. ALLOCATION OF FUNDS. 
 
Section 402(g) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1232(g)) is amended to read as follows: 
 
"(g) Allocation of Funds. -- (1) Moneys deposited into the fund shall be allocated by the 
Secretary to accomplish the purposes of this subtitle as follows: 
 
"(A) 50 percent of the reclamation fees collected annually in any State (other than fees 
collected with respect to Indian lands) shall be allocated annually by the Secretary to the 
State, subject to such State having each of the following -- 
 
"(i) An approved abandoned mine reclamation program pursuant to section 405. 
 
"(ii) Lands, waters, and facilities which are eligible pursuant to section 404 (in the case of 
a State not certified under section 411(a)) or pursuant to section 411(b) (in the case of a 
State certified under section 411(a)). 
 
"(B) 50 percent of the reclamation fees collected annually with respect to Indian lands 
shall be allocated annually by the Secretary to the Indian tribe having jurisdiction over 
such lands, subject to such tribe having each of the following -- 
 



"(i) An approved abandoned mine reclamation program pursuant to section 405. 
 
"(ii) Lands, waters, and facilities which are eligible pursuant to section 404 (in the case of 
an Indian tribe not certified under section 411(a)) or pursuant to section 411(b) (in the 
case of a tribe certified under section 411(a)). 
 
"(C) The funds allocated by the Secretary under this paragraph to States and Indian tribes 
shall only be used for annual reclamation project construction and program 
administration grants. 
 
"(D) To the extent not expended within 3 years after the date of any grant award under 
this paragraph, such grant shall be available for expenditure by the Secretary in any area 
under paragraph (2), (3), (4), or (5). 
 
"(2) 20 percent of the amounts available in the fund in any fiscal year which are not 
allocated under paragraph (1) in that fiscal year (including that interest accruing as 
provided in section 401(e) and including funds available for reallocation pursuant to 
paragraph (1)(C)), shall be allocated to the Secretary only for the purpose of making the 
annual transfer to the Secretary of Agriculture under section 401(c)(2). 
 
"(3) Amounts available in the fund which are not allocated to States and Indian tribes 
under paragraph (1) or allocated under paragraph (2) and paragraph (5) are authorized to 
be expended by the Secretary for any of the following: 
 
"(A) For the purpose of section 507(c), either directly or through grants to the States, 
subject to the limitation contained in section 401(c)(11). 
 
"(B) For the purpose of section 410 (relating to emergencies). 
 
"(C) For the purpose of meeting the objectives of the fund set forth in section 403(a) for 
eligible lands, waters, and facilities pursuant to section 404 in States and on Indian lands 
where the State or Indian tribe does not have an approved abandoned mine reclamation 
program pursuant to section 405. 
 
"(D) For the administration of this subtitle by the Secretary. 
 
"(4)(A) Amounts available in the fund which are not allocated under paragraphs (1), (2), 
and (5) or expended under paragraph (3) in any fiscal year are authorized to be expended 
by the Secretary under this paragraph for the reclamation or drainage abatement of lands 
and waters within unreclaimed sites which were mined for coal or which were affected by 
such mining, wastebanks, coal processing or other coal mining processes and left in an 
inadequate reclamation status. 
 
"(B) Funds made available under this paragraph may be used for reclamation or drainage 
abatement at a site referred to in subparagraph (A) if the Secretary makes either of the 
following findings: 



"(i) A finding that the coal mining operation occurred during the period beginning on 
August 4, 1977, and ending on or before the date on which the Secretary approved a State 
program pursuant to section 503 for State in which the site is located, and that any funds 
for reclamation or abatement which are available pursuant to a bond or other form of 
financial guarantee or from any other source are not sufficient to provide for adequate 
reclamation or abatement at the site. 
 
"(ii) A finding that the surety of the mining operator became insolvent prior to the date of 
enactment of this paragraph, and as of such date, funds immediately available from 
proceedings relating to such insolvency, or from any financial guarantee or other source 
are not sufficient to provide for adequate reclamation or abatement at the site. 
 
"(C) In determining which sites to reclaim pursuant to this paragraph, the Secretary shall 
follow the priorities stated in paragraphs (1) and (2) of section 403(a). The Secretary shall 
ensure that priority is given to those sites which are in the immediate vicinity of a 
residential area or which have an adverse economic impact upon a local community. 
 
"(D) Amounts collected from the assessment of civil penalties under section 518 are 
authorized to be appropriated to carry out this paragraph. 
 
"(E) Any State may expend grants made available under paragraphs (1) and (5) for 
reclamation and abatement of any site referred to in subparagraph (A) if the State, with 
the concurrence of the Secretary, makes either of the findings referred to in clause (i) or 
(ii) of subparagraph (B) and if the State determines that the reclamation priority of the 
site is the same or more urgent than the reclamation priority for eligible lands and waters 
pursuant to section 404 under the priorities stated in paragraphs (1) and (2) of section 
403(a). 
 
"(F) For the purposes of the certification referred to in section 411(a), sites referred to in 
subparagraph (A) of this paragraph shall be considered as having the same priorities as 
those stated in section 403(a) for eligible lands and waters pursuant to section 404. All 
sites referred to in subparagraph (A) of this paragraph within any State shall be reclaimed 
prior to such State making the certification referred to in section 411(a). 
 
"(5) The Secretary shall allocate 40 percent of the amount in the fund after making the 
allocation referred to in paragraph (1) for making additional annual grants to States and 
Indian tribes which are not certified under section 411(a) to supplement grants received 
by such States and Indian tribes pursuant to paragraph (1)(C) until the priorities stated in 
paragraphs (1) and (2) of section 403(a) have been achieved by such State or Indian tribe. 
The allocation of such funds for the purpose of making such expenditures shall be 
through a formula based on the amount of coal historically produced in the State or from 
the Indian lands concerned prior to August 3, 1977. Funds allocated or expended by the 
Secretary under paragraph (2), (3), or (4) of this subsection for any State or Indian tribe 
shall not be deducted against any allocation of funds to the State or Indian tribe under 
paragraph (1) or under this paragraph. 



"(6) Any State may receive and retain, without regard to the 3-year limitation referred to 
in paragraph (1)(D), up to 10 percent of the total of the grants made annually to such 
State under paragraphs (1) and (5) if such amounts are deposited into either -- 
 
"(A) a special trust fund established under State law pursuant to which such amounts 
(together with all interest earned on such amounts) are expended by the State solely to 
achieve the priorities stated in section 403(a) after the year 2007, or 
 
"(B) an acid mine drainage abatement and treatment fund established under State law as 
provided in paragraph (7). 
 
"(7)(A) Any State may establish under State law an acid mine drainage abatement and 
treatment fund from which amounts (together with all interest earned on such amounts) 
are expended by the State to implement, in consultation with the Soil Conservation 
Service, acid mine drainage abatement and treatment plans approved by the Secretary. 
Such plans shall provide for the comprehensive abatement of the causes and treatment of 
the effects of acid mine drainage within qualified hydrologic units affected by coal 
mining practices.  
 
"(B) The plan shall include, but shall not be limited to, each of the following: 
 
"(i) An identification of the qualified hydrologic unit. 
 
"(ii) The extent to which acid mine drainage is affecting the water quality and biological 
resources within the hydrologic unit. 
 
"(iii) An identification of the sources of acid mine drainage within the hydrologic unit. 
 
[*H10183] "(iv) An identification of individual projects and the measures proposed to be 
undertaken to abate and treat the causes or effects of acid mine drainage with the 
hydrologic unit. 
 
"(v) The cost of undertaking the proposed abatement and treatment measures. 
 
"(vi) An identification of existing and proposed sources of funding for such measures. 
 
"(vii) An analysis of the cost-effectiveness and environmental benefits of abatement and 
treatment measures. 
 
"(C) The Secretary may approve any plan under this paragraph only after determining 
that such plan meets the requirements of this paragraph. In conducting an analysis of the 
items referred to in clauses (iv), (v), and (vii) the Director of the Office of Surface 
Mining shall obtain the comments of the Director of the Bureau of Mines. In approving 
plans under this paragraph, the Secretary shall give a priority to those plans which will be 
implemented in coordination with measures undertaken by the Secretary of Agriculture 
under section 406. 



 
"(D) For purposes of this paragraph the term 'qualified hydrologic unit' means a 
hydrologic unit – 
 
"(i) in which the water quality has been significantly affected by acid mine drainage from 
coal mining practices in a manner which adversely impacts biological resources; and 
 
"(ii) which contains lands and waters which are -- 
 
"(I) eligible pursuant to section 404 and include any of the priorities stated in section 
403(a); and 
 
"(II) proposed to be the subject of the expenditures by the State (from amounts available 
from the forfeiture of bonds required under section 509 or from other State sources) to 
mitigate acid mine drainage. 
 
"(8) Of the funds available for expenditure under this subsection in any fiscal year the 
Secretary shall allocate annually not less than $2,000,000 for expenditure in each State, 
and for each Indian tribe, having an approved abandoned mine reclamation program 
pursuant to section 405 and, eligible lands, waters, and facilities pursuant to section 404 
so long as an allocation of funds to such State or such tribe is necessary to achieve the 
priorities stated in paragraphs (1) and (2) of section 403(a).". 
 
SEC. 5404. FUND OBJECTIVES. 
 
Section 403 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1233) is amended as follows: 
 
(1) Insert "(a) Priorities. -- " after "Sec. 403.". 
 
(2) Strike "lands and water" and insert "lands, waters, and facilities". 
 
(3) Insert ", except as provided for under section 411," after "title". 
 
(4) Insert "and" after paragraph (2). 
 
(5) Strike paragraphs (4), (5), and (6). 
 
(6) Add at the end the following new subsections: 
 
"(b) Utilities and Other Facilities. -- (1) Reclamation projects involving the protection, 
repair, replacement, construction or enhancement of utilities, such as those relating to 
water supply, roads and such other facilities serving the public adversely affected by coal 
mining practices shall be deemed part of the objectives set forth, and undertaken as they 
relate to, the priorities stated in subsection (a). 
 



"(2) Any State or Indian tribe not certified under section 411(a) may expend up to 30 
percent of the funds allocated to such State or Indian tribe in any year through the grants 
made available under paragraphs (1) and (5) of section 402(g) for the purpose of 
protecting, repairing, replacing, constructing, or enhancing facilities relating to water 
supply, including water distribution facilities and treatment plants, to replace water 
supplies adversely affected by coal mining practices. 
 
"(3) If the adverse effect on water supplies referred to in this subsection occurred both 
prior to and after August 3, 1977, section 404 shall not be construed to prohibit a State or 
Indian tribe referred to in paragraph (2) from using funds referred to in such paragraph 
for the purposes of this subsection if the State or Indian tribe determines that such 
adverse effects occurred predominantly prior to August 3, 1977. 
 
"(c) Inventory. -- For the purposes of assisting in the planning and evaluation of 
reclamation projects pursuant to section 405, and assisting in making the certification 
referred to in section 411(a), the Secretary shall maintain an inventory of eligible lands 
and waters pursuant to section 404 which meet the priorities stated in paragraphs (1) and 
(2) of subsection (a). Under standardized procedures established by the Secretary, States 
and Indian tribes with approved reclamation programs pursuant to section 405 may offer 
amendments to update the inventory as it applies to eligible lands and waters under the 
jurisdiction of such States or tribes. The Secretary shall provide such States and tribes 
with the financial and technical assistance necessary for the purpose of making inventory 
amendments. The Secretary shall compile and maintain an inventory for States and 
Indian lands in the case when a State or Indian tribe does not have an approved 
reclamation program pursuant to section 405. On a regular basis, but not less than 
annually, the projects completed under this subtitle shall be so noted on the inventory 
under standardized procedures established by the Secretary.". 
 
SEC. 5405. ELIGIBLE LANDS AND WATERS. 
 
Section 404 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1234) is amended by inserting ", except as provided for under section 411" after 
"processes", and by adding the following at the end thereof: "For other provisions relating 
to lands and waters eligible for such expenditures, see section 402(g)(4), section 
403(b)(2), and section 409.". 
 
SEC. 5406. STATE RECLAMATION PROGRAMS. 
 
Section 405 of of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1235) is amended by adding the following at the end thereof: 
 
"(l) No State shall be liable under any provision of Federal law for any costs or damages 
as a result of action taken or omitted in the course of carrying out a State abandoned mine 
reclamation plan approved under this section. This subsection shall not preclude liability 
for cost or damages as a result of gross negligence or intentional misconduct by the State. 



For purposes of the preceding sentence, reckless, willful, or wanton misconduct shall 
constitute gross negligence.". 
 
SEC. 5407. CLARIFICATION. 
 
Section 406(d) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1236(d)) is amended by striking "experimental". 
 
SEC. 5408. VOIDS AND TUNNELS. 
 
Section 409 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1239) is amended -- 
 
(1) in subsection (a) by striking "chairman of any tribe" and inserting in lieu thereof "the 
governing body of an Indian tribe"; 
 
(2) in subsection (b), by striking "or Indian reservations under the provisions of 
subsection 402(g)" and inserting "or Indian tribes under the provisions of paragraphs (1) 
and (5) of section 402(g)"; and 
 
(3) by amending subsection (c) to read as follows: 
 
"(c)(1) The Secretary may make expenditures and carry out the purposes of this section in 
such States where requests are made by the Governor or governing body of an Indian 
tribe for those reclamation projects which meet the priorities stated in section 403(a)(1), 
except that for the purposes of this section the reference to coal in section 403(a)(1) shall 
not apply. 
 
"(2) The provisions of section 404 shall apply to this section, with the exception that such 
mined lands need not have been mined for coal. 
 
"(3) The Secretary shall not make any expenditures for the purposes of this section in 
those States which have made the certification referred to in section 411(a).". 
 
SEC. 5409. EMERGENCY PROGRAM. 
 
Section 410 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1240) is amended as follows: 
 
(1) In the third sentence of subsection (b), strike "such land and shall" and insert "such 
land to the extent necessary to". 
 
(2) Add at the end the following new subsection: 
 
"(c) In making expenditures from the fund to undertake reclamation projects for the 
purposes of this section, the Secretary shall ensure that all adverse effects of coal mining 



practices meeting the priorities stated in paragraphs (1) and (2) of section 403(a) which 
exist at such reclamation projects are abated through such expenditure.". 
 
SEC. 5410. CERTIFICATION. 
 
Title IV of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231 et 
seq.) is amended as follows: 
 
(1) Redesignate sections 411, 412, and 413 as sections 412, 413, and 414, respectively. 
 
(2) Insert after section 410 the following new section: 
 
"SEC. 411. CERTIFICATION. 
 
"(a) Modification of Fees. -- Where the Governor of a State, or the head of a governing 
body of an Indian tribe, with an approved abandoned mine reclamation program under 
section 405 certifies to the Secretary that all of the priorities stated in section 403(a) for 
eligible lands, waters, and facilities pursuant to section 404 have been achieved, and the 
Secretary, after notice in the Federal Register and opportunity for public comment, 
concurs with such certification, the rate at which the reclamation fees are applicable to 
such State or tribe under section 402(a) shall be modified. The modified fees shall be at a 
rate of 18 cents per ton of coal produced by surface coal mining and 8 cents per ton of 
coal produced by underground coal mining, or 10 percent of the value of the coal at the 
mine, as determined by the Secretary, whichever is less, except that the reclamation fee 
for lignite coal shall be at a rate of 2 percent of the value of the coal of the mine, or 5 
cents per ton, whichever is less. A certification under this section may be issued by 
the Secretary on his own motion after consultation with the State or Indian tribe 
concerned and after notice in the Federal Register and opportunity for public comment. 
Certification under this subsection as it relates to the modified fees may not take place 
until after 1992. The Secretary may concur with any certification by a State or Indian 
tribe in any region or certify any such State or tribe on his own motion, but may not 
concur with the modified fees or modify such fees on his own motion if, upon a motion 
made by a State or Indian tribe within the same [*H10184] region, the Secretary 
determines that such modified fees would result in a significant competitive disadvantage 
in the production and marketing of coal for the State or Indian tribe which made such 
motion. 
 
"(b) Eligible Lands, Waters, and Facilities. -- If the Secretary has concurred in a State or 
tribal certification under subsection (a), for purposes of determining the eligibility of 
lands, waters, and facilities for annual grants under section 402(g)(1), section 404 shall 
not apply, and eligible lands, waters, and facilities shall be those -- 
 
"(1) which were mined or processed for minerals or which were affected by such mining 
or processing, and abandoned or left in an inadequate reclamation status prior to August 
3, 1977; and 
 



"(2) for which there is no continuing reclamation responsibility under State or other 
Federal laws. In determining the eligibility under this subsection of Federal lands, waters, 
and facilities under the jurisdiction of the Forest Service or Bureau of Land Management, 
in lieu of the August 3, 1977, date referred to in paragraph (1) the applicable date shall be 
August 28, 1974, and November 26, 1980, respectively. 
 
"(c) Priorities. -- Expenditures of moneys for lands and waters referred to in subsection 
(b) shall reflect the following objectives and priorities in the order stated (in lieu of the 
priorities set forth in section 403): 
 
"(1) The protection of public health, safety, general welfare, and property from extreme 
danger of adverse effects of mineral mining and processing practices. 
 
"(2) The protection of public health, safety, and general welfare from adverse effects of 
mineral mining and processing practices. 
 
"(3) The restoration of land and water resources and the environment previously 
degraded by the adverse effects of mineral mining and processing practices. 
 
"(d) Specific Sites and Areas Not Eligible. -- Sites and areas designated for remedial 
action pursuant to the Uranium Mill Tailings Radiation Control Act of 1978 (42 U.S.C. 
7901 and following) or which have been listed for remedial action pursuant to the 
Comprehensive Environmental Response Compensation and Liability Act of 1980 (42 
U.S.C. 9601 and following) shall not be eligible for expenditures from the Fund under 
this section. 
 
"(e) Utilities and Other Facilities. -- Reclamation projects involving the protection, repair, 
replacement, construction, or enhancement of utilities, such as those relating to water 
supply, roads, and such other facilities serving the public adversely affected by mineral 
mining and processing practices, and the construction of public facilities in communities 
impacted by coal or other mineral mining and processing practices, shall be deemed part 
of the objectives set forth, and undertaken as they relate to, the priorities stated in 
subsection (c). 
 
"(f) Application of Other Provisions. -- The provisions of sections 407 and 408 shall 
apply to this section, except that for purposes of this section the references to coal in 
sections 407 and 408 shall not apply.". 
 
SEC. 5411. SMALL OPERATOR ASSISTANCE. 
 
Section 507(c) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 
1257(c)) is amended by striking "100,000" and inserting "300,000". 
 
SEC. 5412. TECHNICAL AND CONFORMING AMENDMENTS. 
 



(a) Table of Contents. -- The table of contents in the first section of the Surface Mining 
Control and Reclamation Act of 1977 (30 U.S.C. 1201) is amended as follows: 
 
(1) Redesignate the items relating to sections 411, 412, and 413 as items 412, 413, and 
414, respectively. 
 
(2) Insert after the item relating to section 410 the following: 
 
"Sec. 411. Certification.". 
 
(b) Reference. -- Section 712(b) of the Surface Mining Control and Reclamation Act of 
1977 (30 U.S.C. 1302(b)) is amended to read as follows: 
 
"(b) For the implementation and funding of section 507(c), see the provisions of section 
401(c)(11).". 
 
(c) Repeal. -- Section 406(i) of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1236(i)) is repealed. 
 
(d) Technical Corrections. -- The following provisions of the Surface Mining Control and 
Reclamation Act of 1977 (30 U.S.C. 1231 and following) are amended as follows: 
 
(1) Section 405(a) is amended by striking out "perparation" and inserting "preparation". 
 
(2) Section 405(h) is amended by striking out "Upon approved" and inserting "Upon 
approval". 
 
(3) Section 406(a) is amended by striking out "including owners" and inserting 
"(including owners". 
 
(4) Section 407(a)(4) is amended by striking out the period and inserting a semicolon. 
 
(5) Section 407(a) is amended by striking out "Then" and inserting "then". 
 
(6) Section 407(e) is amended by striking out "paragraph (1), of this subsection" and 
inserting "paragraph (1) of subsection (c)". 
 
(7) Section 407(g)(2) is amended by striking out "the use of" and inserting "the use or". 
 
SEC. 5413. SAVINGS CLAUSE. 
 
Nothing in this subtitle shall be construed to affect the certification made by the State of 
Wyoming to the Secretary of the Interior prior to the date of enactment of this Act that 
such State has completed the reclamation of eligible abandoned coal mine lands, except 
that for the purposes of the amendments made by this subtitle, the State of Wyoming 
shall not be deemed to have made the certification as it relates to the modified fees 



referred to in subsection (a) of section 411, as added by this subtitle, until the date 
referred to in such subsection. 
 
SEC. 5414. ABANDONED MINERALS AND MINERAL MATERIALS MINE 
RECLAMATION FUND. 
 
(a) New Subtitle. -- Title IV of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1231) is amended by inserting 
 
"Subtitle A -- Abandoned Mine Reclamation Fund" 
immediately before section 401 and by adding the following new subtitle at the end 
thereof: 
 
"Subtitle B -- Abandoned Minerals and Mineral Materials Mine Reclamation Fund 
 
"SEC. 421. ABANDONED MINERALS AND MINERAL MATERIALS MINE 
RECLAMATION. 
 
"(a) Establishment. -- There is established on the books of the Treasury of the United 
States a trust fund to be known as the Abandoned Minerals and Mineral Materials Mine 
Reclamation Fund (hereinafter in this subtitle referred to as the 'Fund'). The Fund shall be 
administered by the Secretary of the Interior acting through the Director, Office of 
Surface Mining Reclamation and Enforcement. 
 
"(b) Amounts. -- The following amounts shall be credited to the Fund for the purposes of 
this Act: 
 
"(1) All moneys received (after the commencement of the first fiscal year beginning after 
the enactment of this subtitle) from the disposal of mineral materials pursuant to section 3 
of the Act of July 31, 1947 (30 U.S.C. 603) to the extent such moneys are not specifically 
dedicated to other purposes under other authority of law. 
 
"(2) Donations by persons, corporations, associations, and foundations for the purposes 
of this subtitle. 
 
"(3) Such other amounts as may be appropriated to the Fund. 
 
"SEC. 422. USE AND OBJECTIVES OF THE FUND. 
 
"(a) In General. -- The Secretary is authorized to use moneys in the Fund for the 
reclamation and restoration of land and water resources adversely affected by past 
minerals and mineral materials mining, including but not limited to, any of the following: 
 
"(1) Reclamation and restoration of abandoned surface mined areas. 
 
"(2) Reclamation and restoration of abandoned milling and processing areas. 



 
"(3) Sealing and filling abandoned deep mine entries. 
 
"(4) Planting of land adversely affected by past mining to prevent erosion and 
sedimentation. 
 
"(5) Prevention, abatement, treatment, and control of water pollution created by 
abandoned mine drainage. 
 
"(6) Control of surface subsidence due to abandoned deep mines. 
 
"(7) Such expenses as may be necessary to accomplish the purposes of this subtitle. 
 
"(b) Priorities. -- Expenditure of moneys from the Fund shall reflect the following 
priorities in the order stated: 
 
"(1) The protection of public health, safety, general welfare and property from extreme 
danger from the adverse effects of past minerals and mineral materials mining practices. 
 
"(2) The protection of public health, safety, and general welfare from the adverse effects 
of past minerals and mineral materials mining practices. 
 
"(3) The restoration of land and water resources previously degraded by the adverse 
effects of past minerals and mineral materials mining practices. 
 
"(c) Utilities and Other Facilities. -- Reclamation projects involving the protection, repair, 
replacement, construction, or enhancement of utilities, such as those relating to water 
supply, roads, and such other facilities serving the public adversely affected by mineral 
and mineral materials mining and processing practices, and the construction of public 
facilities in communities impacted by mineral and mineral materials mining and 
processing practices, shall be deemed part of the objectives set forth, and undertaken as 
they relate to, the priorities stated in subsection (b). 
 
"SEC. 423. ELIGIBLE AREAS. 
 
"(a) Eligibility. -- Lands, waters, and facilities eligible for reclamation expenditures under 
this Act shall be those -- 
 
"(1) which were mined or processed for minerals and mineral materials or which were 
affected by such mining or processing, and abandoned or left in an inadequate 
reclamation status prior to the date of enactment of this subtitle; and 
 
"(2) for which there is no continuing reclamation responsibility under State or Federal 
laws.  
 



In determining the eligibility under this subsection of Federal lands, waters, and facilities 
under the jurisdiction of the Forest Service or Bureau of Land Management in lieu of the 
date referred to in paragraph (1), the applicable date shall be August 28, 1974, and 
November 26, 1980, respectively. 
 
[*h10185] "(b) Specific Sites and Areas Not Eligible. -- Sites and areas designated for 
remedial action pursuant to the Uranium Mill Tailings Radiation Control Act of 1978 (42 
U.S.C. 7901 and following) or which have been listed for remedial action pursuant to the 
Comprehensive Environmental Response Compensation and Liability Act of 1980 (42 
U.S.C. 9601 and following) shall not be eligible for expenditures from the Fund under 
this subtitle. 
 
"SEC. 424. FUND ALLOCATION AND EXPENDITURES. 
 
"(a) Allocations -- (1) Moneys available for expenditure from the Fund shall be allocated 
on an annual basis by the Secretary in the form of grants to eligible States, or in the form 
of expenditures under subsection (b), to accomplish the purposes of this subtitle. Such 
moneys may also be provided pursuant to cooperative agreements between such States 
and the Bureau of Land Management, the Forest Service, or the National Park Service for 
such purposes. 
 
"(2) The Secretary shall distribute moneys from the Fund to eligible States and to the 
entities described under subsection (b) based on the greatest need for such moneys 
pursuant to the priorities stated in section 422(b). In determining the greatest need for the 
distribution of moneys from the Fund, the Secretary shall give priority to those eligible 
States which do not receive grants under subtitle A. 
 
"(b) Direct Federal Expenditures. -- Where a State is not eligible, or in instances where 
the purposes of this subtitle may best be accomplished otherwise, moneys available from 
the Fund may be: 
 
"(1) Expended directly by the Secretary through the Director, Office of Surface Mining 
Reclamation and Enforcement. 
 
"(2) Expended through grants made by the Secretary through the Director of the Bureau 
of Land Management. 
 
"(3) Expended through grants made by the Secretary to the Chief of United States Forest 
Service. 
 
"(4) Expended through grants made by the Secretary through the Director of the National 
Park Service. 
 
"SEC. 425. STATE RECLAMATION PROGRAMS. 
 



"(a) Eligible States. -- For the purpose of section 424(a), an 'eligible State' is one which 
the Secretary determines to meet each of the following requirements: 
 
"(1) Within the State there are mined lands, waters, and facilities eligible for reclamation 
pursuant to section 423. 
 
"(2) The State has developed an inventory of such areas following the priorities 
established under section 422(b). 
 
"(3) The State has established, and the Secretary has approved, a State abandoned 
minerals and mineral materials mine reclamation program for the purpose of receiving 
and administering grants under this subtitle. Any State with an approved abandoned mine 
reclamation program pursuant to section 405 shall be deemed to have met the 
requirements of this paragraph. 
 
"(b) Monitoring. -- The Secretary shall monitor the expenditure of State grants to ensure 
they are being utilized to accomplish the purposes of this subtitle. 
 
"(c) Supplemental Grants. -- In the case of any State with an approved abandoned mine 
reclamation program pursuant to section 405, grants to such State made pursuant to this 
subtitle may be made as a supplement to grants received by such State pursuant to section 
402(g)(1). 
 
"(d) State Programs. -- (1) The Secretary shall approve any State abandoned minerals and 
mineral materials mine reclamation program submitted to the Secretary by a State under 
this subtitle if the Secretary finds that the State has the ability and necessary State 
legislation to implement such program and that the program complies with the provisions 
of this subtitle and the regulations of the Secretary under this subtitle. 
 
"(2) No State shall be liable under any provision of Federal law for any costs or damages 
as a result of action taken or omitted in the course of carrying out an approved State 
abandoned minerals and mineral materials mine reclamation program under this section. 
This paragraph shall not preclude liability for cost or damages as a result of gross 
negligence or intentional misconduct by the State. For purposes of the preceding 
sentence, reckless, willful, or wanton misconduct shall constitute gross negligence. 
 
"SEC. 426. AUTHORIZATION OF APPROPRIATIONS; TERMINATION. 
 
"(a) Authorization of Appropriations. -- Amounts credited to the Fund are authorized to 
be appropriated for the purpose of this subtitle without fiscal year limitations. 
 
"(b) Termination. -- The Fund established under this subtitle and the authorities provided 
in this subtitle shall terminate September 30, 2007.". 
 
(b) Rulemaking. -- The Secretary of the Interior shall promulgate such rules as may be 
necessary to implement the amendments made by this section within 180 days after the 



enactment of this Act. 
 
(c) Conforming Change. -- All references to "this title" in sections 401 through 413 of the 
Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231 and following) are 
amended to read "this subtitle". 
 
(d) Table of Contents. -- The table of contents for title IV of the Surface Mining Control 
and Reclamation Act of 1977 (30 U.S.C. 1231 and following) is amended by inserting 
 
"Subtitle A -- Abandoned Mine Reclamation Fund" 
 
immediately before the item relating to section 401 and by adding the following at the 
end thereof: 
 
"Subtitle B -- Abandoned Minerals and Mineral Materials Mine Reclamation Fund 
 
"Sec. 421. Abandoned minerals and mineral materials mine reclamation. 
 
"Sec. 422. Use and objectives of fund. 
 
"Sec. 423. Eligible areas. 
 
"Sec. 424. Fund allocation and expenditures. 
 
"Sec. 425. State reclamation programs. 
 
"Sec. 426. Authorization of appropriations; termination.". 
 
SEC. 5415. ENVIRONMENTAL STANDARDS. 
 
(a) New Section. -- Title IV of the Surface Mining Control and Reclamation Act of 1977 
(30 U.S.C. 1231) is amended by adding the following new section after section 414: 
 
"SEC. 415. ENVIRONMENTAL STANDARDS. 
 
"The Secretary shall, within one year after the enactment of this section, establish by 
regulation reasonable and effective environmental standards for abandoned coal mine 
reclamation projects funded under this subtitle, and shall develop and implement 
procedures to ensure that such standards are met. In promulgating the standards, the 
Secretary shall incorporate the standards set forth in section 515 and section 516 to the 
extent he deems such standards appropriate for purposes of this subtitle.". 
 
(b) Conforming Amendment. -- The table of contents in the first section of the Surface 
Mining Control and Reclamation Act of 1977 is amended by adding the following new 
item after the item relating to section 414: 
 



"Sec. 415. Environmental standards.". 
 
SEC. 5416. EFFECTIVE DATE. 
 
The amendments made by this subtitle shall take effect at the beginning of the first fiscal 
year immediately following the fiscal year in which this subtitle is enacted. 
 
Subtitle E -- Bryce Canyon Coal Lease Sale 
 
SEC. 5501. DEFINITIONS. 
 
As used in this subtitle -- 
 
(1) The term "Alton coal leases" means the Federal coal leases in the State of Utah, serial 
numbered SL064507, SL058575, U0122583, U0105404, U0122675, U098774, 
U0140770, U0122584, U098775, U0147999, U098705, U060746, U083072, U0122579, 
U0101153, U060745 and U065012. 
 
(2) The term "the Alton coal lease holder" means the lessee of record holding the Alton 
coal leases. 
 
(3) The term "Manti-La Sal lands" means the following lands in the State of Utah: R6E, 
T15S S.L.B.&M 
 
Sec. 25 SE 1/4 
 
R6E, T16S 
 
Sections 1, 11, 12, 13, 14 -- All 
 
Sec. 23 -- E 1/2 
 
Sec. 24 -- All 
 
Sec. 25 -- N 1/2 
 
Sec. 26 -- N 1/2NE 1/4 
 
R7E, T15S 
 
Sec. 30 -- lots 7-12 
 
Sec. 31 -- NE 1/4, N 1/2SE 1/4, SW 1/4SE 1/4, lots 1-12 
 
R7E, T16S 
 



Sec. 6 -- SW 1/4NE 1/4, S 1/2SE 1/4, lots 2-8 
 
Sections 7 and 18 -- All 
 
Sec. 19 -- NE 1/4, lots 1-4 
 
Sec. 30 -- lots 1-4 
 
SEC. 5502. COMPETITIVE COAL LEASE SALE. 
 
(a) Lease Sale. -- (1) Notwithstanding any other provision of law, not later than 120 days 
after the enactment of this Act the Secretary of the Interior (hereinafter in this subtitle 
referred to as the "Secretary") shall conduct a competitive coal lease sale pursuant to 
section 2(a)(1) of the Mineral Leasing Act for an area that includes, at a minimum, the 
Manti-La Sal lands. 
 
(2) All bids submitted at the lease sale referred to in paragraph (1) shall be accompanied 
by a performance bond, filed with the Secretary, in an amount equal to the amount of the 
bonus bid or bids for the lease or leases offered at such sale. The performance bond shall 
be -- 
 
(A) released upon the payment by the successful bidder of the second installment of the 
bonus amount; 
 
(B) forfeited to the United States in the event the successful bidder fails to make such 
bonus payments; or 
 
(C) released, in the case of unsuccessful bidders, immediately after the lease sale. 
 
(b) Eligibility. -- Notwithstanding section 2(a)(2)(A) of the Mineral Leasing Act, the 
Alton coal lease holder shall be deemed eligible to bid on any coal lease offered at the 
sale referred to in subsection (a), and shall be eligible to receive such lease or leases if 
such lease holder is the highest successful bidder. This subsection applies only if such 
lease holder files the notice, and the Secretary makes the determination, referred to in 
section 5503. 
 
SEC. 5503. CONDITIONS. 
 
(a) Notice. -- The Alton coal lease holder shall be eligible to receive any coal lease 
offered at the sale referred to in section 5502(a) only if, within 90 days after the 
enactment of this Act, such lease holder files with the Secretary a notice of intent to 
relinquish the Alton coal leases. If the Secretary determines that the notice meets the 
requirements of this subsection, the provisions of the notice shall be binding upon both 
the Alton coal lease holder and the Secretary and the Secretary shall immediately 
[*H10186] issue to such lease holder a certificate of bidding rights as provided under 



subsection (b). Such notice shall stipulate that if the Alton coal lease holder is the 
successful bidder, and is issued any coal lease at the sale referred to in section 5502(a) -- 
 
(1) the Alton coal lease holder will immediately relinquish to the Secretary (and the 
Secretary will promptly accept) all interests in the Alton coal leases; and 
 
(2) after the issuance to such lease holder of any new lease offered at the sale referred to 
in section 5502(a) the prohibition of section 2(a)(2)(A) of the Mineral Leasing Act shall 
apply to such lease holder until the date coal is produced in commercial quantities from 
such new lease or leases or from a logical mining unit into which the new lease or leases 
have been consolidated. 
 
(b) Bidding Rights. -- The certificate of bidding rights referred to in subsection (a) shall -- 
 
(1) be used by the Alton coal lease holder only for the purposes of bidding on any coal 
lease at the sale referred to in section 5502(a); 
 
(2) not be sold or transferred by the Alton coal lease holder to any other entity; 
 
(3) be considered by the Secretary as a credit in lieu of a cash bonus payment, or portion 
of such payment, against the bonus bid submitted by the Alton coal lease holder at the 
coal lease sale referred to in section 5502(a); and 
 
(4) be in an amount that is equal to the amount invested by the Alton coal lease holder in 
the Alton coal leases prior to the date of enactment of this Act, as determined by the 
Secretary and verified by the Comptroller General of the United States, except that such 
amount shall not exceed $5,000,000. 
 
SEC. 5504. MISCELLANEOUS. 
 
(a) Fair Market Value. -- No consideration shall be given by the Secretary to the amount 
referred to in section 5503(b)(4) in making a determination of fair market value pursuant 
to section 2(a)(1) of the Mineral Leasing Act for the purposes of conducting the lease sale 
referred to in section 5502(a). 
 
(b) Requirement. -- The Secretary shall conduct the lease sale referred to in section 
5502(a) notwithstanding the requirement of section 2(a)(3)(A)(iii) of the Mineral Leasing 
Act. 
 
(c) Payments. -- All money received from the bonus payment, rentals and royalties from 
the coal lease or leases issued under this subtitle shall be treated in accordance with 
section 35 of the Mineral Leasing Act, except that -- 
 
(1) amounts other than the State share of such money shall be credited to the fund 
established pursuant to the Land and Water Conservation Fund Act of 1965 (16 U.S.C. 
4601-4 and following); 



(2) the State shall receive 50 percent of the bonus bid, including that portion of such bid 
represented by bidding rights, as a cash payment, of which 20 percent of the amount 
represented by such cash payment in lieu of the State's share of the bidding rights shall be 
paid directly to Garfield County, Utah, and 20 percent of the amount represented by such 
cash payment in lieu of the State's share of the bidding rights shall be paid directly to 
Kane County, Utah; and 
 
(3) in the event there is an insufficient amount of cash in the Federal share of the bonus 
bid to provide for the payment referred to in paragraph (2), the balance shall be paid to 
the State, Garfield and Kane Counties from the Federal share of production royalties 
collected from any coal lease issued under the Act. 
 
(d) Permit. -- The Secretary of Agriculture shall issue a special use permit to the 
successful bidder at the lease sale referred to in section 5502(a) for the purposes of 
accommodating more than a single entry into any underground mining operation 
proposed by such lease holder to produce coal from such lease or leases. 
 
(e) Withdrawal. -- Upon relinquishment of the Alton coal leases the lands subject to such 
leases shall be withdrawn from the operation of the coal leasing provisions of the Mineral 
Leasing Act. 
 
(f) Monitoring. -- The Comptroller General of the United States shall monitor the 
Secretary's implementation of this subtitle and shall file a preliminary report with the 
Committee on Interior and Insular Affairs of the United States House of Representatives 
and the Committee on Energy and Natural Resources of the United States Senate on the 
Secretary's progress in complying with this subtitle 60 days prior to the lease sale referred 
to in section 5502(a) and shall file a final report after the date of such sale. 
 
Subtitle F -- Bureau of Land Management 
 
SEC. 5601. AUTHORIZATION FOR BUREAU OF LAND MANAGEMENT 
ACTIVITIES. 
 
That there are hereby authorized to be appropriated such sums as may be necessary for 
programs, functions, and activities of the Bureau of Land Management, Department of 
the Interior (including amounts necessary for increases in salary, pay, retirements, and 
other employee benefits authorized by law, and for other nondiscretionary costs) during 
fiscal years beginning on October 1, 1990, and ending September 30, 1994. 
 
SEC. 5602. DEFINITIONS. 
 
(a) Areas of Critical Environmental Concern. -- Section 103(a) of the Federal Land 
Policy and Management Act of 1976 (43 U.S.C. 1702(a)) is amended to read as follows: 
 



"(a) The term 'areas of critical environmental concern' means areas within the public 
lands where special management attention (which may include restrictions on or 
prohibition of development) is required in order -- 
 
"(1) to protect important resources and values (including environmental, ecological, 
historic, cultural, scenic, fish and wildlife, and scientific resources and values) located on 
or likely to be affected by the use of public lands (but it is not the intent of Congress that 
the Secretary establish protective perimeters or buffer zones around such areas); 
 
"(2) to protect life and safety from natural hazards; or 
 
"(3) to protect or enhance the resources and values of a conservation system unit, but it is 
not the intent of Congress that the Secretary establish protective perimeters or buffer 
zones around conservation system units.". 
 
(b) Conservation System Unit. -- Section 103 of the Federal Land Policy and 
Management Act of 1976 (43 U.S.C. 1702) is amended by adding at the end thereof the 
following new subsection: 
 
"(q) The term 'conservation system unit' means any unit of the National Park System, 
National Wildlife Refuge System, National Wild and Scenic Rivers System, National 
Trails System, National Wilderness Preservation System, or a National Conservation 
Area or National Forest Monument.". 
 
SEC. 5603. MAJOR USES AND INVENTORIES. 
 
(a) Definition. -- Section 103(1) of the Federal Land Policy and Management Act of 1976 
(43 U.S.C. 1702(1)) is amended -- 
 
(1) by striking "fish and wildlife development and utilization," and inserting in lieu 
thereof "maintenance of plant communities, maintenance of fish and wildlife populations 
and habitat, utilization of fish or wildlife populations,"; and 
 
(2) by striking "and timber production" and inserting in lieu thereof "timber production, 
reforestation, and scientific research". 
 
(b) Inventory. -- Section 201(a) of the Federal Land Policy and Management Act of 1976 
(43 U.S.C. 1711(a)) is amended by striking the period at the end of the first sentence and 
inserting in lieu thereof "and riparian areas.". 
 
(c) Management Decisions. -- Section 202(e)(2) of the Federal Land Policy and 
Management Act of 1976 (43 U.S.C. 1712(e)(2)) is amended by striking "the Congress 
adopts a concurrent resolution" and inserting in lieu thereof "there is enacted a joint 
resolution". 
 
SEC. 5604. PLANNING REQUIREMENTS. 



(a) Deadlines. -- Section 202(a) of the Federal Land Policy and Management Act of 1976 
(43 U.S.C. 1712(a)) is amended -- 
 
(1) by designating section 202(a) as section 202(a)(1); and 
 
(2) by adding at the end of section 202(a) the following new paragraphs: 
 
"(2) Land use plans meeting the requirements of this Act shall be developed for all the 
public lands outside Alaska no later than January 1, 1997, and for all public lands no later 
than January 1, 1999. 
 
"(3) Land use plans shall be revised from time to time when the Secretary finds that 
conditions have changed so as to make such revision appropriate or necessary for proper 
management of the public lands covered by any such plan, but in any event at least every 
15 years.". 
 
(b) Criteria. -- (1) Section 202(c)(1) of the Federal Land Policy and Management Act of 
1976 (43 U.S.C. 1712(c)(1)) is amended to read as follows: 
 
"(1) use and observe the principles of multiple use and sustained yield set forth in this 
and other applicable law and evaluate the feasibility of measures, consistent with such 
principles, that would enhance the extent to which the public lands can support increases 
in the numbers and types of plant communities and fish and wildlife populations located 
on or supported by such lands;". 
 
(2) Section 202(c)(3) of the Federal Land Policy and Management Act of 1976 (43 
U.S.C. 1712(c)(3)) is amended to read as follows: 
 
"(3) give priority to the designation and protection of areas of critical environmental 
concern and to identification, protection, and enhancement of the ecological, 
environmental, fish and wildlife, and other resources and values of riparian areas.". 
 
(3) Section 202(c)(5) of the Federal Land Policy and Management Act of 1976 (43 
U.S.C. 1712(c)(5)) is amended to read as follows: 
 
"(5) consider present and potential uses (including recreational and other nonconsumptive 
uses) of the public lands;". 
 
SEC. 5605. PROFESSIONAL QUALIFICATIONS. 
 
Section 301(c) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 
1731(c)) is amended to read as follows: 
 
"(c) In addition to the Director, there shall be a Deputy Director and so many Assistant 
Directors, State Directors, and other employees as may be necessary, appointed by the 
Secretary. After May 1, 1989, no person may be appointed as Deputy Director of the 



Bureau or as an Assistant Director or State Director who is not at the time of appointment 
either a career appointee (as defined in section 3132(4) of title 5, United States Code) or 
in the competitive service. Other employees shall be appointed [*H10187] subject to 
provisions of law applicable to appointments in the competitive service, and shall be paid 
in accordance with the provisions applicable to such service.". 
 
SEC. 5606. PENALTIES. 
 
Section 303(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 
1733(a)) is amended by striking "no more than $1,000" and by inserting "no more than 
$10,000". 
 
SEC. 5607. MANAGEMENT OF LANDS AND PUBLIC PARTICIPATION. 
 
(a) In General. -- The last sentence of section 302(b) of the Federal Land Policy and 
Management Act of 1976 (43 U.S.C. 1732(b)) is amended to read as follows: 
 
"In managing the public lands, the Secretary, by regulation or otherwise, shall take any 
action necessary to prevent unnecessary degradation of such lands, to minimize adverse 
environmental impacts on such lands and their resources resulting from use, occupancy, 
or development of such lands, and to prevent impairment or derogation of the resources 
and values of conservation system units.". 
 
(b) Advisory Councils. -- Section 309(a) of the Federal Land Policy and Management Act 
of 1976 (43 U.S.C. 1739(b)) is amended -- 
 
(1) by striking the period at the end of the first sentence and inserting in lieu thereof ", 
including the protection of environmental quality, the management and enhancement of 
fish and wildlife populations and habitat, and outdoor recreation."; and 
 
(2) by striking the period at the end of the fourth sentence and inserting in lieu thereof ", 
who shall provide an opportunity for interested members of the public to suggest persons 
for appointment.". 
 
(c) ACEC Regulations. -- Section 310 of the Federal Land Policy and Management Act 
of 1976 (43 U.S.C. 1740) is amended by designating the existing provisions thereof as 
subsection (a) and adding the following new subsection: 
 
"(b) In promulgating rules and regulations pursuant to this section with respect to the 
public lands, the Secretary shall provide for appropriate management of areas of critical 
environmental concern in order to fulfill such of the purposes specified in section 103(a) 
for which particular areas of critical environmental concern are designated, and shall 
provide an opportunity for members of the public to propose specific areas for 
consideration for designation as areas of critical environmental concern pursuant to 
section 201 of this Act.". 
 



SEC. 5608. FUTURE REAUTHORIZATIONS. 
 
(a) Procedure. -- Section 318(b) of the Federal Land Policy and Management Act of 1976 
(43 U.S.C. 1748(b)) is amended by striking "May 15, 1977, and not later than May 15 of 
each second even-numbered year thereafter" and inserting in lieu thereof "January 1, 
1991 and January 1 of each second odd-numbered year thereafter". 
 
(b) Restriction. -- Section 318(d) of the Federal Land Policy and Management Act of 
1976 is amended by adding at the end thereof a new sentence, as follows: 
"Notwithstanding any other provision of law, funds appropriated for purposes of land 
acquisition pursuant to section 205 of this Act may not be expanded for any other 
purpose.". 
 
SEC. 5609. EXEMPTION FROM STRICT LIABILITY. 
 
Section 504(h) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 
1764(h)) is amended by adding at the end thereof the following new paragraph: 
 
"(3) No regulation shall impose liability without fault with respect to a right-of-way 
granted, issued, or renewed under this Act to a nonprofit entity or an entity qualified for 
financing under the Rural Electrification Act of 1936, as amended, if such entity uses 
such right-of-way for the delivery of electricity to parties having an equity interest in 
such entity. However, the Secretary may condition the grant, issuance, or renewal of a 
right-of-way to such entity for such purpose on the provision by such entity of a bond or 
other appropriate security, pursuant to subsection (i) of this section.". 
 
SEC. 5610. PROHIBITION OF SUBLEASING. 
 
Section 402 of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1752) is 
amended by adding at the end thereof the following new subsection: 
 
"(i) Prohibition of Subleasing. -- (1) Subleasing is hereby prohibited. 
 
"(2) For purposes of this subsection the following terms shall have the following 
meanings: 
 
"(A) 'subleasing' means the grazing on public lands or on National Forest lands covered 
by a grazing permit of domestic livestock which are not both owned and controlled by the 
holder of the grazing permit. 
 
"(B) 'grazing permit' means a permit or lease of the type described in subsection (a) of 
this section which has been issued by the Secretary concerned pursuant to applicable law. 
 
"(3) The Secretary concerned shall require each holder of a grazing permit to annually 
file an affidavit that such holder owns and controls all livestock which such holder is 



knowingly allowing to graze on public lands or National Forest lands covered by such 
holder's grazing permit. 
 
"(4) A grazing permit shall terminate 30 days after the effective date of any lease, 
conveyance, transfer, or other action which has the effect of removing the privately 
owned property or part thereof with respect to which a grazing permit was issued from 
the control of the holder of such permit, and no grazing pursuant to such permit shall be 
permitted after such termination. 
 
"(5) Any holder of a grazing permit who knowingly allows subleasing to occur on public 
lands or National Forest lands covered by such permit shall forfeit to the United States 
the dollar equivalent of any value in excess of the grazing fee paid or payable to the 
United States with respect to such permit, shall be disqualified from further exercise of 
any rights or privileges conferred by that permit or any other such permit, and shall be 
subject to the penalties specified in section 303 of this Act. 
 
"(6) Any person other than the holder of a grazing permit who knowingly engages in 
subleasing shall be subject to the penalties specified in section 303 of this Act.". 
 
TITLE VI -- COMMITTEE ON THE JUDICIARY 
 
SEC. 601. PATENT AND TRADEMARK OFFICE USER FEES. 
 
(a) Surcharges. -- There shall be a surcharge, during fiscal years 1991 through 1995, of 
56 percent, rounded by standard arithematic rules, on all fees authorized by subsections 
(a) and (b) of section 41 of title 35, United States Code. 
 
(b) Use of Fees and Surcharges. -- Notwithstanding section 3302 of title 31, United States 
Code, beginning in fiscal year 1991, all fees and surcharges collected by the Patent and 
Trademark Office -- 
 
(1) shall be credited to the "Salaries and Expenses" account of the Patent and Trademark 
Office, 
 
(2) shall be available to the Patent and Trademark Office without appropriation, for all 
authorized activities and operations of the office, including all direct and indirect costs of 
services provided by the office, and 
 
(3) shall remain available until expended. 
 
(c) Revisions. -- In fiscal years 1992 through 1995, surcharges established under 
subsection (a) may be revised periodically by the Commissioner of Patents and 
Trademarks, subject to the provisions of section 553 of title 5, United States Code, in 
order to ensure that the following amounts, but not more than the following amounts, of 
patent and trademark user fees are collected: 
 



(1) $91,000,000 in fiscal year 1991. 
 
(2) $95,000,000 in fiscal year 1992. 
 
(3) $99,000,000 in fiscal year 1993. 
 
(4) $103,000,000 in fiscal year 1994. 
 
(5) $107,000,000 in fiscal year 1995. 
 
(d) Repeal. -- Section 105(a) of Public Law 100-703 (102 Stat. 4675) is repealed. 
 
(e) Report on Fees. -- The Commissioner of Patents and Trademarks shall study the 
structure of all fees collected by the Patent and Trademark Office and, not later than May 
1, 1991, shall submit to the Congress a report on all fees to be collected by the office in 
fiscal years 1992 through 1995. The report shall include a proposed schedule of fees that 
would distribute the surcharges provided by subsection (a) among all fees collected by 
the office, and recommendations for any statutory changes that may be necessary to 
implement the proposals contained in the report. 
 
SEC. 602. FEDERAL AGENCY STATUS. 
 
For the purposes of Federal law, the Patent and Trademark Office shall be considered a 
Federal agency. In particular, the Patent and Trademark Office shall be subject to all 
Federal laws pertaining to the procurement of goods and services that would apply to a 
Federal agency using appropriated funds, including the Federal Property and 
Administrative Services Act of 1949 and the Office of Federal Procurement Policy Act. 
 
SEC. 603. EFFECT ON OTHER LAW. 
 
Except for section 601(d), nothing in this title affects the provisions of Public Law 100-
703 (102 Stat. 4674 and following). 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect upon the 
date of the enactment of this Act and shall apply to -- 
 
(1) all educational benefits provided on or after such date of enactment, pursuant to such 
amendment; and 
 
(2) all educational benefits of the type authorized by such amendment that were provided 
by the Commissioner of Patents and Trademarks on or after January 1, 1988. 
 
SEC. 604. EFFECT ON OTHER LAW. 
 
Except for section 601(d), nothing in this title affects the provisions of Public Law 100-
703 (102 Stat. 4674 and following). 



 
TITLE VII -- MERCHANT MARINE AND FISHERIES COMMITTEE PROVISIONS 
 
Subtitle A -- Miscellaneous 
 
SEC. 7101. AMOUNT OF TONNAGE CHARGES. 
 
(a) Increase in Charges. -- Section 4219 of the Revised Statutes of the United States (46 
App. U.S.C. 121) is amended in the second paragraph -- 
 
(1) by striking "2 cents per ton, not to exceed in the aggregate 10 cents per ton in any 1 
year,"  and inserting "27 cents per ton, not to exceed in the aggregate $1.35 per ton in any 
1 year,"; and 
 
(2) by striking "6 cents per ton, not to exceed 30 cents per ton per annum," and inserting 
"81 cents per ton, not to exceed $4.05 per ton per annum,". 
 
(b) Treatment of Increased Charges. -- Increased tonnage charges collected as a result of 
the amendments made by subsection (a) shall be deposited in the general fund of the 
Treasury as offsetting receipts of the department in which the Coast Guard is operating 
and ascribed to Coast Guard activities. 
 
[*H10188] SEC. 7102. COAST GUARD USER FEES. 
 
(a) Repeal of Prohibition. -- Section 2110 of title 46, United States Code, is repealed. 
 
(b) Clerical Amendment. -- The analysis for chapter 21 of title 46, United States Code, is 
amended by striking the item relating to section 2110. 
 
SEC. 7103. ENVIRONMENTAL PROTECTION AGENCY USER FEES. 
 
(a) Establishment and Collection of Fees. -- The Administrator of the Environmental 
Protection Agency shall establish and collect fees for services and things of value 
provided by the Environmental Protection Agency with respect to -- 
 
(1) issuing permits under section 402 of the Federal Water Pollution Control Act (33 
U.S.C. 1342); 
 
(2) issuing registrations under section 3 of the Federal Insecticide, Fungicide, and 
Rodenticide Act (7 U.S.C. 136a); 
 
(3) reviewing notifications under section 5, and operating a radon proficiency program 
under section 305, of the Toxic Substances Control Act (15 U.S.C. 2604, 2665); 
 
(4) issuing vehicle and engine certificates of conforming under section 206 of the Clean 
Air Act (42 U.S.C. 7525); and 



 
(5) testing fuel economy under section 503 and 506 of the Motor Vehicle Information and 
Cost Savings Act (15 U.S.C. 2003, 2006). 
 
(b) Amount of Fees. -- Fees established and collected by the Administrator under this 
section shall be in such amounts as are necessary to collect not less than -- 
 
(1) $22,000,000 in fiscal year 1991; and 
 
(2) $33,000,000 in each of fiscal years 1992, 1993, 1994, and 1995. 
 
(c) Functions, Powers, Responsibilities, and Liability of U.S. not Affected. -- The 
establishment, assessment, and collection of fees under this section -- 
 
(1) shall not alter or expand the functions, powers, responsibilities, and liability of the 
United States for the performance of services for which such fees are established; and 
 
(2) does not constitute an expressed or implied promise by the United States to provide 
any service or perform any activity in a particular manner, or at a particular time or place. 
 
(d) Receipts Credited to Environmental Protection Agency. -- Amounts collected by the 
Administrator in the form of fees under this section shall be deposited in the general fund 
of the Treasury as proprietary receipts ascribed to Environmental Protection Agency 
activities. 
 
SEC. 7104. AUTHORITY TO ACQUIRE REAL PROPERTY AND IMPROVEMENTS 
IN HAMPTON ROADS, VIRGINIA. 
 
(a) In General. -- The Under Secretary of Commerce for Oceans and Atmosphere is 
authorized to acquire, by exchange or lease-purchase or both, real property and 
improvements thereto in the area of Newport News-Norfolk, Virginia, for the purpose of 
consolidating facilities of the National Oceanic and Atmospheric Administration. 
 
(b) Conditions. -- The authority of the Under Secretary to acquire real property or 
improvements under subsection (a) shall be subject to the following conditions: 
 
(1) All actions taken by the Under Secretary to acquire such property or improvements 
must be in the best interests of the United States. 
 
(2) In any case in which such acquisition is by lease-purchase -- 
 
(A) the term of the lease may not exceed 30 years; 
 
(B) title to such property or improvements will be transferred to the United States upon 
expiration of such term. 
 



(c) Obligations of Funds. -- Obligations of funds to carry out a lease-purchase acquisition  
under subsection (a) -- 
 
(1) shall be without regard to section 1341(a)(1)(B) of title 31, United States Code, and 
section 3733 of the Revised Statutes of the United States (41 U.S.C. 12); and 
 
(2) shall be treated as budget authority and outlays in a fiscal year only to the extent that 
expenditures will be made to carry out such acquisition in the fiscal year. 
 
SEC. 7105. VETERANS BENEFITS FOR MERCHANT MARINERS. 
 
(a) Short Title. -- This section may be cited as the "Merchant Mariners Fairness Act of 
1990". 
 
(b) Service Deemed to be Active Military Service. -- 
 
(1) In general. -- For purposes of section 401(a)(1)(A) of the GI Bill Improvement Act of 
1977 (38 U.S.C. 106 note), the Secretary of Defense is deemed to have determined that 
qualified service of a member of the United States merchant marine, including a vessel 
crewmember of the United States Army Transport Service, who served the Armed Forces 
during World War II constituted active military service. 
 
(2) Determination of discharge status. -- (A) The Secretary of Defense shall issue an 
honorable discharge under section 401(a)(1)(B) of the GI Bill Improvement Act of 1977 
to each member of the United States merchant marine whose qualified service warrants 
an honorable discharge. 
 
(B) Such discharge shall be issued before the end of the one-year period beginning on the 
date of the enactment of this Act. 
 
(3) Qualified service defined. -- For purposes of this section, the term "qualified service" 
means service of a merchant mariner during the period beginning December 7, 1941, and 
ending December 31, 1946, performed while such mariner was -- 
 
(A) documented by any officer or employee of the United States authorized by law to do 
so; and 
 
(B) a crewmember of any vessel which at the time of such service was -- 
 
(i) documented in the United States, 
 
(ii) operated under the flag of the United States in waters other than inland waters of the 
United States; and 
 
(iii) under contract or charter to, or property of, the Government of the United States. 
 



(c) Prohibition of Retroactive Benefits. -- Benefits shall not be paid to any person as a 
result of the enactment of this section for any period before the effective date of this 
section. 
 
(d) Processing Fee. -- 
 
(1) In general. -- The Secretary of the Department in which the Coast Guard is operating 
shall establish, assess, and collect a fee for processing applications for benefits for 
qualified service in the United States merchant marine. 
 
(2) Application. -- A fee established under this subsection shall apply to any application 
for a benefit (including for an increase in a benefit) for qualified service in the United 
States merchant marine, that is received after the date of the enactment of this Act by 
Secretary of the Department in which the Coast Guard is operating. 
 
(3) Amount. -- The amount of a fee established under this subsection shall be $100. 
 
SEC. 7106. RELINQUISHMENT OF RIGHTS AND INTERESTS OF UNITED 
STATES UNDER EASEMENT. 
 
(a) Relinquishment of Easement. -- Not later than 60 days after the date described in 
subsection (b), the Secretary of the Interior shall take such steps as may be necessary to 
relinquish all rights and interests of the United States under the easement described in 
subsection (d). 
 
(b) State Submittal of Permit. -- The date referred to in subsection (a) is the date, prior to 
January 1, 2005, on which the Texas Water Commission or appropriate agency of the 
State of Texas submits to the Secretary of the Interior a copy of the permit issued for the 
impoundment of water upon the area of the easement described in subsection (d). 
 
(c) Studies Not Prohibited. -- The easement described in subsection (d) shall not be 
considered to prohibit, and shall not be used as a basis for prohibiting, the Texas Water 
Commission and any other State agency authorized under the statutes of the State of 
Texas from having access to the easement for the purpose of conducting any feasibility or 
environmental studies necessary for making a determination required for issuing a permit 
described in subsection (b). 
 
(d) Easement Described. -- The easement referred to in subsections (a), (b), and (c) is the 
conservation easement affecting 3,802 acres of land, more or less, in Wood County, 
Texas, that was conveyed to the United States by the Little Sandy Hunting and Fishing 
Club (a nonprofit corporation of the State of Texas) and accepted by the Director of the 
United States Fish and Wildlife Service on December 18, 1986. The cancellation of this 
easement would result in substantial savings for the United States Fish and Wildlife 
Service. 
 
Subtitle B -- Coastal Zone Management 



 
SEC. 7201. SHORT TITLE. 
 
This subtitle may be cited as the "Coastal Zone Act Reauthorization Amendments of 
1990". 
 
SEC. 7202. FINDINGS AND PURPOSES. 
 
(a) Findings. -- The Congress finds the following: 
 
(1) The Coastal Zone Management Act of 1972 has not been subject to comprehensive 
review and amendment since 1980. 
 
(2) The pressures of population growth are steadily increasing in the coastal zone, as 
illustrated by the fact that -- 
 
(A) over one-half of the people of the United States live and work within coastal counties 
which encompass less than 10 percent of the United States land mass; 
 
(B) the population density of coastal counties is 5 times greater than noncoastal counties 
nationwide; and 
 
(C) growth around sensitive coastal ecosystems will continue; 
 
(3) population growth in the coastal zone manifests itself in various ways, including -- 
 
(A) increased pollution of coastal waters, particularly from nonpoint sources such as 
parking lots, roads, and farms; 
 
(B) loss of wetlands and other vital habitat; 
 
(C) diminishing opportunities for public access to shorelines; and 
 
(D) heightened vulnerability of coastal communities to natural hazards and sea level rise; 
and 
 
(4) because global warming may cause a substantial rise in sea level with serious adverse 
affects on the coastal zone, coastal States should be encouraged and assisted in planning 
for such occurrences. 
 
(b) Purposes. -- The purposes of this subtitle are to -- 
 
(1) establish the improvement of coastal resource protection as a priority national goal 
under the Coastal Zone Management Act of 1972; 
 



(2) establish improved incentives for State and local action to achieve better coastal 
resource protection; 
 
(3) revitalize the Federal coastal management program by establishing a mandate for 
Federal leadership and technical and financial assistance in support of improved coastal 
zone management at the regional, State, and local levels; and 
 
[*H10189] (4) encourage voluntary participation by all eligible coastal States in 
programs established under title II of this Act, by setting a goal of 100 percent State 
participation by the end of fiscal year 1995. 
 
SEC. 7203. REAUTHORIZATION OF COASTAL ZONE MANAGEMENT ACT OF 
1972. 
 
The Coastal Zone Management Act of 1972 (16 U.S.C. 1451-1464) is amended to read as 
follows: 
 
"TITLE III -- MANAGEMENT OF THE COASTAL ZONE 
 
"SEC. 301. SHORT TITLE. 
 
"This title may be cited as the 'Coastal Zone Management Act'. 
 
"SEC. 302. FINDINGS. 
 
"The Congress finds the following: 
 
"(1) It is in the national interest of the United States to manage, protect, and develop with 
proper environmental safeguards, the coastal zone. 
 
"(2) The coastal zone is rich in a variety of natural, commercial, recreational, ecological, 
historical, cultural, industrial, and esthetic resources of importance to the United States. 
 
"(3) The increasing and competing demands upon the lands and waters of the coastal 
zone occasioned by population growth and economic development, including 
requirements for industry, commerce, residential development, recreation, extraction of 
mineral resources and fossil fuels, transportation and navigation, waste disposal, and 
harvesting of fish, shellfish, and other living coastal resources, have resulted in severe 
degradation of coastal water quality, the decline of living coastal resources and wildlife, 
permanent and adverse changes to ecological systems, decreasing open space for public 
use, and shoreline erosion. 
 
"(4) The coastal zone, and the fish, shellfish, other living coastal resources, and wildlife 
therein, are ecologically fragile and consequently extremely vulnerable to destruction by 
human alteration. 



"(5) Important ecological, cultural, historic, and esthetic values of the coastal zone which 
are essential to the well-being of all citizens of the United States must be protected. 
 
"(6) New and expanding demands for food, energy, minerals, defense needs, recreation, 
waste disposal, transportation, and industrial activities in the Great Lakes, territorial sea, 
Exclusive Economic Zone, and Outer Continental Shelf are damaging these areas and 
create the need for resolution of conflicts among competing uses and values in coastal 
and ocean waters. 
 
"(7) Special natural and scenic characteristics of the coastal zone are being damaged by 
illplanned development that threatens these values; 
 
"(8) In view of competing demands and the urgent need to protect and give priority to 
maintaining natural systems in the coastal zone, present State and local capabilities to 
plan for and regulate land and water uses in these areas are inadequate. 
 
"(9) The key to more effective protection of the land and water resources of the coastal 
zone is to encourage coastal States to exercise their full authority over the lands and 
waters in the coastal zone by assisting coastal States, in cooperation with the Federal and 
local governments and other vitally affected interests, in developing land and water use 
programs for the coastal zone, including unified policies, criteria, standards, methods, and 
processes for managing land and water uses in the coastal zone, as well as uses which, 
although outside of the coastal zone, will affect natural resources, land uses, or water uses 
in the coastal zone. 
 
"(10) Beneficial use of the land and water resources of the coastal zone requires 
consideration of activities which are of more than local significance. 
 
"(11) Land use in the coastal zone, and the use of adjacent lands which drain into the 
coastal zone, may significantly affect the quality of coastal waters and habitat, and efforts 
to control coastal water pollution from land use activities must be improved. 
 
"(12) Expeditious and environmentally sound development of offshore energy resources 
is best achieved through coordination of that development with State coastal zone 
management programs. 
 
"(13) The attainment by the United States of a greater degree of energy self-sufficiency 
will be advanced by providing Federal financial assistance to meet State and local needs 
resulting from energy activity in or affecting the coastal zone. 
 
"(14) Implementation of the public trust doctrine through federally-approved State 
coastal zone management plans will ensure that coastal States exercise their full authority 
over the lands, waters, and resources within their coastal zones fully and in accordance 
with that doctrine. 
 
"SEC. 303. DECLARATION OF POLICY. 



 
"The Congress declares that it is the policy of the United States -- 
 
"(1) to preserve, protect, develop with proper environmental safeguards, and where 
possible restore or enhance, the resources of the coastal zone for this and succeeding 
generations; 
 
"(2) to encourage and assist coastal States to exercise effectively their responsibilities in 
the coastal zone through the development, implementation and continual improvement of 
management programs to achieve wise use of the air, land, water, mineral, and living 
resources of the coastal zone, giving full consideration to ecological, cultural, historic, 
and esthetic values and to needs for economic development; 
 
"(3) that the management programs approved under section 306 shall include provisions 
for -- 
 
"(A) protecting natural resources, including wetlands, floodplains, estuaries, beaches, 
dunes, maritime forests, barrier islands, coral reefs, and fish and wildlife and their habitat, 
within the coastal zone; 
 
"(B) managing coastal development to minimize -- 
 
"(i) the loss of life and property caused by improper development in flood-prone, storm 
surge, geologically hazardous, and erosion-prone areas; and in areas likely to be affected 
by sea level rise, land subsidence, and saltwater intrusion; and 
 
"(ii) the destruction of natural protective features, such as beaches, dunes, wetlands, 
maritime forests, and barrier islands; 
 
"(C) managing coastal development to protect and restore the quality of coastal waters 
and to prevent the impairment of existing uses of those waters; 
 
"(D) giving priority to water-dependent uses adjacent to coastal waters over other uses; 
 
"(E) orderly processes for -- 
 
"(i) siting major facilities related to national defense, energy, fisheries development, 
recreation, sports, and transportation; and 
 
"(ii) locating new commercial and industrial development, to the maximum extent 
practicable, in or adjacent to areas where such development already exists; 
 
"(F) public access to the coasts for recreation purposes; 
 
"(G) assisting in the redevelopment of deteriorating urban waterfronts and ports, and 
preservation and restoration of historic, cultural, and esthetic coastal features; 



 
"(H) coordinating and simplifying of procedures to ensure expedited governmental 
decisionmaking for the management of coastal resources; 
 
"(I) continued consultation and coordination with, and the giving of adequate 
consideration to, the views of affected Federal agencies; 
 
"(J) timely and effective notification of, and opportunities for public and local 
government participation in, coastal management decisionmaking; 
 
"(K) assistance to support comprehensive planning, conservation, and management for 
living coastal resources, including planning for the siting of pollution control and 
aquaculture facilities within the coastal zone, and improved coordination between State 
and Federal coastal zone management agencies, and State water quality and fish and 
wildlife agencies; 
 
"(L) where the Under Secretary considers appropriate, the study, development and 
implementation of management plans to address the adverse impacts of sea level rise and 
Great Lakes level rise on the coastal zone, including coastal drinking water supplies, 
coastal infrastructure, ports and harbors, energy facilities, coastal wetlands and other 
critical coastal habitat, housing, and storm surge protection; and 
 
"(M) an inventory and designation of areas that contain one or more coastal resources of 
national significance, including criteria and procedures for public nomination of such 
areas; 
 
"(4) to encourage the preparation of special area management plans which provide for 
increased specificity in protecting -- 
 
"(A) significant natural resources; 
 
"(B) reasonable water-dependent economic growth; 
 
"(C) improved protection of life and property in hazardous areas, including specifically 
those areas likely to be affected by sea level rise; and 
 
"(D) improved predictability in governmental decisionmaking; and 
 
"(5) to encourage the participation and cooperation of the public, State and local 
governments, interstate and other regional agencies, and Federal agencies having 
programs affecting the coastal zone, in carrying out the purposes of this title. 
 
"SEC. 304. DEFINITIONS. 
 
"For the purposes of this title -- 
 



"(1) Coastal resource of national significance. -- The term 'coastal resource of national 
significance' means any area in the coastal zone which is determined by a coastal State to 
provide ecological, esthetic, recreational, historical, or natural storm protective values 
which are of greater than local significance. 
 
"(2) Coastal state. -- The term 'coastal State' means a State in, or bordering on, the 
Atlantic, Pacific, or Arctic Ocean, the Gulf of Mexico, Long Island Sound, or any of the 
Great Lakes, and includes the Commonwealth of Puerto Rico, the Virgin Islands, Guam, 
American Samoa, the Commonwealth of the Northern Mariana Islands, and the United 
States Trust Territory of the Pacific Islands. 
 
"(3) Coastal waters. -- The term 'coastal waters' means -- 
 
"(A) in the Great Lakes area, the waters within the territorial jurisdiction of the United 
States consisting of the Great Lakes, their connecting waters, harbors, roadsteads, and 
estuary-type areas such as bays, shallows, and marshes; and 
 
"(B) in other areas, those waters adjacent to the shoreline of any coastal State, which 
contain a measurable quantity or percentage of sea water, including sounds, bays, 
lagoons, bayous, ponds, and estuaries. 
 
[*H10190] The term includes wetlands adjacent to coastal waters. 
 
"(4) Coastal wetlands. -- The term 'coastal wetlands' means wetlands within the coastal 
zone of any coastal State. The Under Secretary shall, not later than June 1, 1991, 
promulgate a rule in accordance with the procedures in section 553 of title 5, United 
States Code, defining the term 'wetlands'. In connection with the rulemaking required by 
this paragraph, the Under Secretary shall -- 
 
"(A) hold not less than 4 public hearings, including one in each of the Gulf of Mexico, 
Atlantic, Pacific, and Great Lakes coastal areas; and 
 
"(B) consult with the heads of other Federal agencies to ensure that the definition of the 
term 'wetlands' established by the rule is, to the maximum extent possible, consistent with 
definitions of that term applied by other Federal agencies. 
 
"(5) Coastal zone. -- The term 'coastal zone' means coastal waters (including lands therein 
and thereunder) and adjacent lands (including the waters therein and thereunder), strongly 
influenced by each other and in proximity to the shorelines of the several coastal States, 
and includes islands, transitional and intertidal areas, salt marshes, wetlands, and beaches. 
The coastal zone extends, in Great Lakes waters, to the international boundary between 
the United States and Canada, and in other areas, seaward to the outer limit of State title 
and ownership under the Submerged Lands Act (43 U.S.C. 1301 et seq.), the Act of 
March 2, 1917 (48 U.S.C. 749), the Covenant to Establish a Commonwealth of the 
Northern Mariana Islands in Political Union with the United States of America, as 
approved by the Act of March 24, 1976 (48 U.S.C. 1681 note), or section 1 of the Act of 



November 20, 1963 (48 U.S.C. 1705), as applicable. The coastal zone extends inland 
from the shoreline to the extent necessary to control lands, the uses of which have a direct 
and significant impact on coastal waters. The coastal zone does not include lands the use 
of which is by law subject solely to the discretion of, or which is held in 
 rust by, the Federal Government or its officers or agents. 
 
"(6) Critical coastal area. -- The term 'critical coastal area' means an area identified on the 
basis of geological, hydrological, and ecological factors and proximity to sensitive 
coastal waters, wetlands and habitats, to be an area for which there is a significant 
likelihood that any new or expanded land use will have an adverse effect on coastal 
waters, either directly or through cumulative or secondary effects, unless appropriate land 
use management measures are employed. 
 
"(7) Enforceable policy. -- The term 'enforceable policy' means State policies which are 
legally binding through constitutional provisions, laws, regulations, land use plans, 
ordinances, or judicial or administrative decisions, by which a State exerts control over 
private and public land and water uses and natural resources in the coastal zone. 
 
"(8) Estuarine area. -- The term 'estuarine area' includes any part or all of an estuary, and 
any island, transitional area, or upland in, adjoining, or adjacent to that estuary. 
 
"(9) Estuary. -- The term 'estuary' means a semienclosed body of coastal water, connected 
to the ocean, where sea water is mixed with and measurably diluted by fresh water. The 
term includes estuary-type areas of the Great Lakes. 
 
"(10) Land use. -- The term 'land use' means a use, activity, or project conducted on lands 
within the coastal zone. 
 
"(11) Local government. -- The term 'local government' means any political subdivision 
of, or any special entity created by, any coastal State, which (in whole or part) is located 
in, or has authority over, such State's coastal zone and which -- 
 
"(A) has authority to levy taxes, or to establish and collect user fees; or 
 
"(B) provides any public facility or public service which is financed in whole or part by 
taxes or user fees. 
 
The term includes any school district, fire district, transportation authority, and any other 
special purpose district or authority. 
 
"(12) Management program. -- The term 'management program' means a comprehensive 
statement in words, maps, illustrations, or other media of communication, prepared and 
adopted by a coastal State in accordance with the provisions of this title, setting forth 
objectives, policies, and standards to guide public and private uses of natural resources, 
lands, and waters in the coastal zone. 
 



"(13) Person. -- The term 'person' means any individual; any corporation, partnership, 
association, or other entity organized or existing under the laws of any State; the Federal 
Government; any State, regional, or local government; and any entity of any Federal, 
State, regional, or local government. 
 
"(14) Sea level rise. -- The term 'sea level rise' means an increase in the level of the sea 
relative to the level of adjacent land. 
 
"(15) Special area management plan. -- The term 'special area management plan' means a 
comprehensive plan providing for natural resource protection and reasonable water-
dependent economic growth containing a detailed and comprehensive statement of 
policies; standards and criteria to guide public and private uses of natural resources, 
lands, and waters; and mechanisms for timely implementation in specific geographic 
areas within the coastal zone. 
 
"(16) Under secretary. -- The term 'Under Secretary' means the Under Secretary of 
Commerce for Oceans and Atmosphere. 
 
"(17) Water-dependent use. -- The term 'water-dependent use' means a use, activity, or 
project that requires direct physical siting on, or proximity or access to, an adjacent body 
of coastal water. The term includes industrial or commercial activities related to port and 
harbor operation and commercial fishing, and activities related to water recreation. A use, 
activity, or project shall not be considered to be a water-dependent use solely because of 
economic advantages that may be gained from a coastal waterfront location. 
 
"(18) Water use. -- The term 'water use' means a use, activity, or project conducted in or 
on waters within the coastal zone. 
 
"SEC. 305. MANAGEMENT PROGRAM DEVELOPMENT GRANTS. 
 
"(a) Development Grants. -- In fiscal years 1991, 1992, and 1993, the Under Secretary 
may make a grant annually to any coastal State without an approved program from sums 
available to the Under Secretary under section 309, if the coastal State demonstrates to 
the satisfaction of the Under Secretary that the grant will be used to develop a 
management program consistent with the requirements set forth in section 306. The 
amount of any such grant shall not exceed $200,000 in any fiscal year, and shall require 
State matching funds according to a 4-to-one ratio of Federal-to-State contributions. After 
an initial grant is made to a coastal State pursuant to this subsection, no subsequent grant 
shall be made to that coastal State pursuant to this subsection unless the Under Secretary 
finds that the coastal State is satisfactorily developing its management program. No 
coastal State is eligible to receive more than 2 grants pursuant to this subsection. 
 
"(b) Submittal of Program. -- Any coastal State which has completed the development of 
its management program shall submit such program to the Under Secretary for review 
and approval pursuant to section 306. 
 



"SEC. 306. ADMINISTRATIVE GRANTS. 
"(a) General. -- The Under Secretary may make grants to any coastal State for the 
purpose of administering that State's management program, if the State matches any such 
grant according to the following ratios of Federal-to-State contributions for the applicable 
fiscal year: 
 
"(1) Existing programs. -- For those States for which programs were approved prior to 
enactment of the Coastal Zone Act Reauthorization Amendments of 1990, one to one for 
any fiscal year. 
 
"(2) Developing programs. -- For States for which programs are approved after the date 
of the enactment of the Coastal Zone Act Reauthorization Amendments of 1990, 4 to one 
for the first fiscal year, 2.3 to one for the second fiscal year, 1.5 to one for the third fiscal 
year, and one to one for each fiscal year thereafter. 
 
"(b) Grant Conditions. -- The Under Secretary may make a grant to a coastal State under 
subsection (a) only if the Under Secretary finds that the management program of the 
coastal State meets all applicable requirements of this title and has been approved in 
accordance with subsection (d). 
 
"(c) Grant Allocation. -- Grants under this section shall be allocated to coastal States with 
approved programs based on rules and regulations promulgated by the Under Secretary 
which shall take into account the extent and nature of the shoreline and area covered by 
the program, population of the area, and other relevant factors. The Under Secretary shall 
establish, after consulting with the coastal States, maximum and minimum grants for any 
fiscal year to promote equity between coastal States and effective coastal management. 
 
"(d) Program Approval Requirements. -- Before approving a management program 
submitted by a coastal State, the Under Secretary shall find the following: 
 
"(1) In general. -- The State has developed and adopted a management program for its 
coastal zone in accordance with rules and regulations promulgated by the Under 
Secretary, after notice, and with the opportunity of full participation by relevant Federal 
agencies, State agencies, local governments, regional organizations, port authorities, and 
other interested parties and individuals, public and private, which is adequate to carry out 
the purposes of this title and is consistent with the policy declared in section 303. 
 
"(2) Required program elements. -- The management program includes each of the 
following: 
 
"(A) An identification of the boundaries of the coastal zone subject to the management  
program. 
 
"(B) A definition of permissible land uses and water uses within the coastal zone which 
have a direct and significant impact on the coastal waters. 
 



"(C) An inventory and designation of areas of particular concern within the coastal zone. 
"(D) An identification of the means by which the State proposes to exert control over the 
land uses and water uses referred to in subparagraph (B), including a list of relevant State 
constitutional provisions, laws, regulations, and judicial decisions. 
 
"(E) Broad guidelines on priorities of uses in particular areas, including specifically those 
uses of lowest priority. 
 
"(F) A description of the organizational structure proposed to implement the management 
[*H10191] program, including the responsibilities and interrelationships of local, 
areawide, State, regional, and interstate agencies in the management process. 
 
"(G) A definition of the term 'beach' and a planning process for the protection of, and 
access to, public beaches and other public coastal areas of environmental, recreational, 
historical, esthetic, ecological, or cultural value. 
 
"(H) A planning process for energy facilities likely to be located in, or which may 
significantly affect, the coastal zone, including a process for anticipating and managing 
the impacts from such facilities. 
 
"(I) A planning process for assessing the effects of, and studying and evaluating ways to 
control, or lessen the impact of, shoreline erosion, and to restore areas adversely affected 
by such erosion. 
 
"(3) Required procedures. -- The State has -- 
 
"(A) coordinated its program with local, areawide, and interstate plans applicable to areas 
within the coastal zone -- 
 
"(i) existing on January 1 of the year in which the State's management program is 
submitted to the Under Secretary; and 
 
"(ii) which have been developed by a local government, an areawide agency, a regional 
agency, or an interstate agency; and 
 
"(B) established an effective mechanism for continuing consultation and coordination 
among the management agency designated pursuant to paragraph (6), local governments, 
interstate agencies, regional agencies, and areawide agencies within the coastal zone to 
assure the full participation of those local governments and agencies in carrying out the 
purposes of this title; except that the Under Secretary shall not find any mechanism to be 
effective for purposes of this subparagraph unless it requires that -- 
 
"(i) the management agency, before implementing any management program decision 
which would conflict with any local zoning ordinance, decision, or other action, shall 
send a notice of the management program decision to any local government whose 
zoning authority is affected; 



"(ii) within the 30-day period commencing on the date of receipt of the notice, the local 
government may submit to the management agency written comments on the 
management program decision, and any recommendation for alternatives; and 
 
"(iii) the management agency, if any comments are submitted to it within the 30-day 
period by any local government -- 
 
"(I) shall consider the comments; 
 
"(II) may, in its discretion, hold a public hearing on the comments; and 
 
"(III) may not take any action within the 30-day period to implement the management 
program decision. 
 
"(4) Public hearings. -- The State has held public hearings in the development of the 
management program. 
 
"(5) Gubernatorial approval. -- The management program and any amendment, 
modification, or other change thereto have been reviewed and approved by the Governor 
of the State. 
 
"(6) Designation of lead agency. -- The Governor of the State has designated a single 
State agency to receive and administer grants for implementing the management 
program. 
 
"(7) Organization. -- The State is organized to implement the management program. 
 
"(8) National interest. -- The management program provides for adequate consideration 
of the national interest involved in planning for, and managing the coastal zone, including 
the siting of facilities such as energy facilities which are of greater than local 
significance. In the case of energy facilities, the Under Secretary shall find that the State 
has given consideration to any applicable national or interstate energy plan or program. 
 
"(9) Area designations. -- The management program includes procedures whereby 
specific areas may be designated for the purpose of preserving or restoring them for their 
conservation, recreational, ecological, historical, or esthetic values. 
 
"(10) Authority to implement program. -- The State, acting through its chosen agency or 
agencies (including local governments, areawide agencies, regional agencies, or interstate 
agencies) has authority for the management of the coastal zone in accordance with the 
management program. Such authority shall include power -- 
 
"(A) to administer land use and water use regulations to control development to ensure 
compliance with the management program, and to resolve conflicts among competing 
uses; and 



"(B) to acquire fee simple and less than fee simple interests in land, waters, and other 
property through condemnation or other means when necessary to achieve conformance 
with the management program. 
 
"(11) Control of uses. -- The management program provides for any one or a combination 
of the following general techniques for control of land uses and water uses within the 
coastal zone: 
 
"(A) State establishment of criteria and standards for local implementation, subject to 
administrative review and enforcement. 
 
"(B) Direct State land and water use planning and regulation. 
 
"(C) State administrative review for consistency with the management program of all 
development plans, projects, or land and water use regulations, including exceptions and 
variances thereto, proposed by any State or local authority or private developer, with 
power to approve or disapprove after public notice and an opportunity for hearings. 
 
"(12) Uses of regional benefit. -- The management program contains a method of 
assuring that local land use and water use regulations within the coastal zone do not 
unreasonably restrict or exclude land uses and water uses of regional benefit. 
 
"(13) Protection of nationally significant resources. -- The management program provides 
for -- 
 
"(A) the inventory and designation of areas that contain one or more coastal resources of 
national significance; and 
 
"(B) specific and enforceable standards to protect such resources. 
 
"(14) Public participation. -- The management program provides for public participation 
in permitting processes, consistency determinations, and other similar decisions. 
 
"(15) Intrastate compliance. -- The management program provides a mechanism to ensure 
that all State agencies will adhere to the program. 
 
"(e) Program Amendments and Modifications. -- 
 
"(1) In general. -- A coastal State may amend, modify, or otherwise change its approved 
management program as provided in this subsection. 
 
"(2) Notification required. -- A coastal State shall promptly notify the Under Secretary of 
any proposed amendment, modification, or change in its management program and 
submit it to the Under Secretary for his or her approval. The Under Secretary may 
suspend all or part of any grant made to the State under this section pending submission 
of the proposed amendment, modification, or change by the State. 



"(3) Review and approval by under secretary. -- (A) Within 30 days after the date the 
Under Secretary receives any amendment, modification, or other change proposed by a 
coastal State to its management program, the Under Secretary shall approve or 
disapprove the proposal, unless the Under Secretary finds it is necessary to extend the 
period for reviewing the proposal. Upon such a finding, the Under Secretary may extend 
the period for review to not later than 120 days after the date the Under Secretary 
received the proposal. The Under Secretary may further extend the period for review only 
as necessary to meet the requirements of the National Environmental Policy Act of 1969 
(42 U.S.C. 4321 et seq.). 
 
"(B) If the Under Secretary does not approve or disapprove an amendment, modification, 
or other change proposed by a coastal State to its management program within 120 days 
after the date the proposal is received by the Under Secretary, the proposal is deemed to 
be approved by the Under Secretary unless the Under Secretary has extended the period 
for review for purposes of meeting the requirements of the National Environmental 
Policy Act of 1969 (42 U.S.C. 4321 et seq.). 
 
"(4) Approval required for implementation. -- (A) Except as provided in subparagraph 
(B), a coastal State may not implement any amendment, modification, or other change as 
part of its approved management program unless the amendment, modification, or other 
change is approved by the Under Secretary under this subsection. 
 
"(B) The Under Secretary, after determining on a preliminary basis, that an amendment, 
modification, or other change which has been submitted for approval under this 
subsection is likely to meet the program approval standards in this section, may permit 
the State to expend funds awarded under this section to begin implementing the proposed 
amendment, modification, or change. This preliminary approval shall not extend for more 
than 6 months and may not be renewed. A proposed amendment, modification, or change 
which is subject to preliminary approval under this paragraph shall not be considered an 
enforceable policy for purposes of section 307(m). 
 
"SEC. 306A. RESOURCE MANAGEMENT IMPROVEMENT GRANTS. 
 
"(a) Definitions. -- For purposes of this section -- 
 
"(1) the term 'eligible coastal State' means a coastal State that for any fiscal year for 
which a grant is applied for under this section -- 
 
"(A) has a management program approved under section 306; and 
 
"(B) in the judgment of the Under Secretary, is making continual and satisfactory 
progress in improving its approved coastal zone management program in compliance 
with section 310; and 
 



"(2) the term 'urban waterfront and port' means any developed area that is densely 
populated and is being used for, or has been used for, urban residential, recreational, 
commercial, shipping, or industrial purpose. 
 
"(b) Grants and Resource Improvements. -- The Under Secretary may make grants to any 
eligible coastal State to assist that State in meeting one or more of the following 
objectives: 
 
"(1) Preservation or restoration. -- Preserving or restoring specific areas of the coastal 
zone -- 
 
"(A) that are designated under the management program procedures required by section 
306(d)(9) because of their conservation, recreational, ecological, historic, or esthetic 
value; 
 
"(B) under a comprehensive restoration program adopted under section 310(a)(1); 
[*H10192] "(C) that contain one or more coastal resources of national significance; or 
 
"(D) for the purpose of restoring and enhancing shellfish production by the purchase and 
distribution of clutch material on publicly owned reefs and bottom lands. 
 
"(2) Redevelopment. -- Redeveloping deteriorating and underutilized urban waterfronts 
and ports that are designated under section 306(d)(2)(C) in the State's management 
program as areas of particular concern. 
 
"(3) Public access. -- Providing access to public beaches and other public coastal areas 
and to coastal waters in accordance with the planning process required under section 
306(d)(2)(G). 
 
"(c) Grant Restrictions. -- 
 
"(1) Terms and conditions. -- Each grant under this section shall be subject to any terms 
and conditions as may be appropriate to ensure that the grant is used for purposes 
consistent with this section. 
 
"(2) Eligible uses. -- Grants under this section may be used for -- 
 
"(A) acquiring fee simple and other interests in land; 
 
"(B) low-cost construction projects determined by the Under Secretary to be consistent 
with the purposes of this section, including construction of paths, walkways, fences, 
parks, and oyster beds and the rehabilitation of historic buildings and structures, except 
that not more than 50 percent of any grant under this section may be used for such 
construction projects; 
 
"(C) in the case of grants for objectives described in subsection (b)(2) -- 



"(i) the rehabilitation or acquisition of piers to provide increased public use, including 
compatible commercial activity; 
 
"(ii) the establishment of shoreline stabilization measures, including the installation or 
rehabilitation of bulkheads for the purpose of public safety or increasing public access 
and use; 
 
"(iii) the removal or replacement of pilings where such action will provide increased 
recreational use of urban waterfront areas, except that activities provided for under this 
paragraph shall not be treated as construction projects subject to the limitations in 
subparagraph (B); 
 
"(D) engineering designs, specifications, and other appropriate reports; and 
 
"(E) educational, interpretive, and management costs and such other related costs as the 
Under Secretary determines to be consistent with the purposes of this section. 
 
"(d) Matching Requirements. -- 
 
"(1) In general. -- The Under Secretary shall require a coastal State to match a grant 
under this section in a ratio of at least one to one of Federal to State contribution. 
 
"(2) Use for other matching requirements. -- A coastal State may use a grant under this 
section to pay the State's share of costs required under any other Federal program that is 
consistent with the purposes of this section. 
 
"SEC. 306B. MANAGING LAND USES THAT AFFECT COASTAL WATERS. 
 
"(a) In General. -- 
 
"(1) Program development. -- Not later than 3 years after the effective date of this 
section, the management agency designated pursuant to section 306(d)(6) by each coastal 
State for which a management program has been approved pursuant to section 306 
(hereinafter in this section referred to as the 'coastal management agency'), shall prepare 
and submit to the Under Secretary a Coastal Water Quality Protection Program 
(hereinafter in this section referred to as the 'program') for approval pursuant to this 
section. The purpose of the program shall be to develop and implement coastal land use 
management measures for nonpoint source pollution, working in close conjunction with 
other State and local authorities. For purposes of this section, 
the term "land use" shall include uses of adjacent water areas as well. 
 
"(2) Program coordination. -- (A) In developing and carrying out the program, the coastal 
management agency shall coordinate closely with State and local water quality plans and 
programs developed pursuant to sections 208, 303, 319, and 320 of the Federal Water 
Pollution Control Act (33 U.S.C. 1288, 1313, 1329, and 1330). 
 



"(B) The program shall serve as an update and expansion of the State nonpoint source 
management program developed under section 319 of the Federal Water Pollution 
Control Act, as the program under that section relates to land and water uses affecting the 
coastal zone. The program shall be prepared in close consultation with the State authority 
responsible for implementation of the program prepared under section 319 of that Act, in 
order to assure full coordination in each participating State. 
 
"(b) Program Contents. -- The Under Secretary in consultation with the Administrator of 
the Environmental Protection Agency, shall approve a program under this section if it 
provides for the following: 
 
"(1) Identifying land uses. -- The identification of, and a continuing process for 
identifying, land uses which, individually or cumulatively, may cause or contribute 
significantly to a degradation of— 
 
"(A) those coastal waters where there is a failure to attain or maintain applicable water 
quality standards or protect designated uses, as determined by the State pursuant to its 
water quality planning processes; 
 
"(B) those coastal waters that are threatened by reasonably foreseeable increases in 
pollution loadings from new or expanding sources; or 
 
"(C) outstanding resource waters designated pursuant to paragraph (4). 
 
"(2) Identifying critical coastal areas. -- The identification of, and a continuing process 
for identifying, critical coastal areas within which any new land uses or substantial 
expansion of existing land uses will be subject to land use management measures that are 
determined necessary by the coastal management agency, in cooperation with the State 
water quality authorities and other State or local authorities, as appropriate, to protect and 
restore coastal water quality and designated uses. 
 
"(3) Coastal land use management measures. -- (A) The implementation and continuing 
revision from time to time of land use management measures applicable to the land uses 
and areas identified pursuant to paragraphs (1) and (2) that the coastal management 
authority, working in conjunction with the State water pollution control agency and other 
State and local authorities, determines are necessary to achieve applicable water quality 
standards and protect designated uses. 
 
"(B) Coastal land use management measures under this paragraph may include, among 
other measures, the use of -- 
 
"(i) buffer strips; 
 
"(ii) setbacks; 
 
"(iii) density restrictions; 



"(iv) techniques for identifying and protecting critical coastal areas and habitats; 
 
"(v) soil erosion and sedimentation control; and 
 
"(vi) siting and design criteria for water uses, including marinas. 
 
"(4) Outstanding resource waters. -- The continuing identification and designation (after 
periodic nominations, notice, and public comments) of coastal waters which, because of 
their special ecological, recreational, or esthetic characteristics, are determined by the 
State to constitute outstanding resource waters. Such designations may include, but not be 
limited to, waters identified by the State water pollution control agency as being of 
special biological significance pursuant to its water quality planning processes. 
Outstanding resource waters may include – 
 
"(A) areas adjacent to national or State parks or wildlife refuges; 
 
"(B) national estuarine research reserves and national marine sanctuaries; 
 
"(C) waters adjacent to units of the Coastal Barrier Resources System established by the 
Coastal Barrier Resources Act (16 U.S.C. 3501 et seq.); or 
 
"(D) shellfish harvesting areas or fish spawning areas of particular State or local 
importance. 
 
"(5) Technical assistance. -- The provision of technical and financial assistance to local 
governments and the public for implementing the measures referred to in paragraph (3), 
including assistance in developing ordinances and regulations, technical guidance, and 
modeling to predict and assess the effectiveness of such measures, training, financial 
incentives, demonstration projects, and other innovations to protect coastal water quality 
and designated uses. 
 
"(6) Public participation. -- Opportunities for public participation in all aspects of the 
program, including the use of public notices and opportunities for comment, nomination 
procedures, public hearings, technical and financial assistance, public education, and 
other means. 
 
"(7) Administrative coordination. -- The establishment of mechanisms to improve 
coordination among State agencies and between State and local officials responsible for 
land use programs and permitting, water quality permitting and enforcement, habitat 
protection, and public health and safety, through the use of joint project review, 
interagency certifications, memoranda of agreement, and other mechanisms. 
 
"(8) State coastal zone boundary modification. -- Modification of the boundaries of the 
State coastal zone as the coastal management agency determines is necessary to manage 
the land uses identified pursuant to paragraph (1) and to implement, as may be required, 
the recommendations made pursuant to subsection (e). If the coastal management agency 



does not have the authority to modify such boundaries, the program shall include 
recommendations for such modifications to the appropriate State authority. 
"(c) Program Submission and Approval. -- 
 
"(1) Procedures. -- The submission and approval of a proposed program shall be 
governed by the procedures established by section 306(e). 
 
"(2) Eligibility for and withdrawing assistance. -- If the Under Secretary finds that a 
coastal State has failed to submit an approvable program as required by this section, the 
State shall not be eligible for any funds under this section or section 603 of the Coastal 
Defense Initiative of 1990, and the Under Secretary shall withdraw a portion of grants 
otherwise available to the State under section 306 of this Act as follows: 
 
"(A) 10 percent after 3 years after the date of the enactment of this section. 
 
"(B) 15 percent after 4 years after the date of the enactment of this section. 
 
"(C) 20 percent after 5 years after the date of the enactment of this section. 
 
"(D) 30 percent after 6 years after the date of the enactment of this section and thereafter. 
 
The Under Secretary shall make amounts withdrawn under this paragraph available 
[*H10193] to coastal States having programs approved under this section. 
 
"(d) Technical Assistance. -- The Under Secretary and the Administrator of the 
Environmental Protection Agency shall provide technical assistance to coastal States and 
local governments in developing and implementing programs under this section. Such 
assistance shall include – 
 
"(1) methods for assessing water quality impacts associated with coastal land uses; 
 
"(2) methods for assessing the cumulative water quality effects of coastal development; 
 
"(3) maintaining and from time to time revising an inventory of model ordinances, and 
providing other assistance to coastal States and local governments in identifying, 
developing, and implementing pollution control measures; and 
 
"(4) methods to predict and assess the effects of coastal land use management measures 
on coastal water quality and designated uses. 
 
"(e) Inland Boundaries. -- 
 
"(1) Review. -- The Under Secretary, in consultation with the Administrator of the 
Environmental Protection Agency, shall, within 18 months after the date of enactment of 
this title, review the inland coastal zone boundary of each coastal State program which 
has been approved or is proposed for approval under section 306 and evaluate whether 



the State's coastal zone boundary extends inland to the extent necessary to control the 
land and water uses that have a significant impact on coastal waters of the State. 
 
"(2) Recommendation. -- If the Under Secretary finds that modifications to the inland 
boundaries of a State's coastal zone are necessary for that State to more effectively 
manage land and water uses to protect coastal waters, the Under Secretary shall 
recommend appropriate modifications in writing to the affected State. 
 
"(f) Financial Assistance. -- With sums appropriated pursuant to section 318(a)(2), the 
Under Secretary shall provide grants to each coastal State to assist in fulfilling the 
requirements of this section if the coastal State matches any such grant according to a 4 to 
1 ratio of Federal to State contribution. Funds available for implementing this section 
shall be allocated according to the regulations issued under section 306(c), except that the 
Under Secretary may use not more than 30 percent of any such funds to provide grants to 
assist those States which the Under Secretary finds are making exemplary progress in 
complying with the requirements of this section. 
 
"(g) Long Island Sound Conservancy Demonstration. -- Notwithstanding any other 
provision of law and within one year after the effective date of this subsection, the Under 
Secretary shall establish an office, to be known as the Long Island Sound Conservancy, 
in the immediate vicinity of Long Island Sound. The office shall provide assistance to the 
States of Connecticut and New York in developing and implementing the plan described 
in subsection (a) and in demonstrating the most effective means of coordinating the 
implementation of coastal zone management and water quality programs. The 
Conservancy shall be eligible for grants under subsection (f) without regard to the 
matching requirement of that subsection. 
 
"SEC. 307. COORDINATION AND COOPERATION. 
 
"(a) General. -- In carrying out the functions and responsibilities of this title, the Under 
Secretary shall consult with, cooperate with, and, to the maximum extent practicable, 
coordinate these activities with other interested Federal agencies. 
 
"(b) Federal Agency Consultation. -- The Under Secretary shall not approve the 
management program submitted by a State pursuant to section 306, or any amendment, 
modification, or other change to the management program, unless the views of Federal 
agencies principally affected by such program or amendments have been adequately 
considered. 
 
"(c) Federal Agency Activities. -- 
 
"(1) In general. -- Each Federal agency activity, in or outside of the coastal zone, 
affecting any natural resources, land uses, or water uses in the coastal zone, shall be 
carried out in a manner which is, to the maximum extent practicable, consistent with 
approved State management programs. 



"(2) Presidential exemption. -- After any final judgment, decree, or order of any Federal 
court that is appealable under section 1291 or 1292 of title 28, United States Code, or 
under any other applicable provision of Federal law, that a specific Federal agency 
activity is not in compliance with subsection (c)(1), and certification by the Under 
Secretary that mediation under subsection (h) is not likely to result in such compliance, 
the President may, upon written request from the Under Secretary, exempt from 
compliance those elements of the Federal agency activity that are found by the Federal 
court to be inconsistent with an approved State program, if the President determines that 
the activity is in the paramount interest of the United States. No such exemption shall be 
granted due to a lack of appropriations unless the President has specifically requested 
such appropriations as part of the budgetary process, and the Congress has failed to make 
available the requested appropriations. 
 
"(3) Consistency determination required. -- Each Federal agency carrying out an activity 
subject to paragraph (1) shall provide a consistency determination to the relevant State 
agency designated under section 306(d)(6) at the earliest practicable time, but in no case 
later than 90 days before final approval of the Federal activity unless both the Federal 
agency and the State agency agree to a different schedule. 
 
"(d) Federally Licensed or Permitted Activities. -- 
 
"(1) In general. -- Any applicant for a required Federal license or permit to conduct an 
activity in or outside the coastal zone, affecting any natural resources, land uses, or water 
uses in the coastal zone of a State, shall provide in the application to the licensing or 
permitting agency a certification that the proposed activity complies with the State's 
approved program and that the activity will be conducted in a manner consistent with the 
program. At the same time, the applicant shall furnish to the State or its designated 
agency a copy of the certification, with all necessary information and data, and with any 
fee which may be required pursuant to subsection (i). Each coastal State shall establish 
procedures for public notice in the case of all certifications and, to the extent it deems 
appropriate, procedures for public hearings. At the earliest practicable time, the State or 
its designated agency shall notify the Federal agency concerned that the State concurs 
with or objects to the applicant's certification. If the State or its designated agency fails to 
furnish the required notification within 6 months after receipt of its copy of the 
applicant's certification, the State's concurrence with the certification shall be 
conclusively presumed. No license or permit shall be granted by the Federal agency until 
the State or its designated agency has concurred with the applicant's certification or until, 
by the State's failure to act, the concurrence is conclusively presumed, unless the Under 
Secretary, on his or her own initiative or upon appeal by the applicant, finds, after 
providing a reasonable opportunity for detailed comments from the Federal agency 
involved and from the State, that the activity is consistent with (A) the requirements of 
this title, and (B) the findings and policies of this title or is otherwise necessary in the 
interest of national security. 
 
"(2) Outer continental shelf exploration, development, or production. -- Any person who 
submits to the Secretary of the Interior any plan for the exploration or development of, or 



production from, any area which has been leased under the Outer Continental Shelf 
Lands Act (43 U.S.C. 1331 et seq.) and regulations under such Act shall, with respect to 
any exploration, development, or production described in such plan and affecting any 
natural resources, land uses, or water uses in the coastal zone of a State, attach to such 
plan a certification that each activity which is described in detail in such plan complies 
with such State's approved management program and will be carried out in a manner 
consistent with such program. No Federal official or agency shall grant such person any 
license or permit for any activity described in detail in such plan until such State or its 
designated agency receives a copy of such certification and plan, together with any other 
necessary data and information, and with any fee which may be required pursuant to 
subsection (i), and until –  
 
"(A) the State or its designated agency, in accordance with the procedures required to be 
established by the State pursuant to paragraph (1), concurs with the certification and 
notifies the Under Secretary and the Secretary of the Interior of the concurrence; 
 
"(B) concurrence by the State with such certification is conclusively presumed as 
provided for in paragraph (1). If the State fails to concur with or objects to the 
certification within 3 months after receipt of its copy of the certification and supporting 
information, the State shall provide the Under Secretary, the appropriate Federal agency, 
and the person with a written statement describing the status of review and the basis for 
further delay in issuing a final decision, and if the statement is not so provided, 
concurrence by such State with the certification shall be conclusively presumed; or 
 
"(C) the Under Secretary finds, pursuant to paragraph (1), that each activity which is 
described in detail in such plan is consistent with (i) the requirements of this title, and (ii) 
the findings and policies of this title or is otherwise necessary in the interest of national 
security. 
 
If a State concurs or is conclusively presumed to concur, or if the Under Secretary makes 
such a finding, the provisions of paragraph (1) do not apply to the person, the State, and 
any Federal license or permit which is required to conduct any activity affecting natural 
resources, land uses, or water uses in the coastal zone of the State which is described in 
detail in the plan to which the concurrence or finding applies. If the State objects to the 
certification and if the Under Secretary fails to make a finding under subparagraph (C) or 
if the person fails substantially to comply with the plan as submitted, the person shall 
submit an amendment to the plan, or a new plan, to the Secretary of the Interior. With 
respect to any amendment or new plan submitted to the Secretary of the Interior pursuant 
to the preceding sentence, the applicable time period for purposes of concurrence by 
conclusive presumption under paragraph (1) is 3 months. 
 
[*H10194] "(e) Federal Assistance Programs. -- State and local governments submitting 
applications for Federal assistance under other Federal programs, for activities in or 
outside the coastal zone affecting any natural resources, land uses, or water uses in the 
coastal zone, shall include the views of the agency designated pursuant to section 
306(d)(6) as to the relationship of the activities to the approved management program. 



The applications shall be submitted and coordinated in accordance with the provisions of 
title IV of the Intergovernmental Coordination Act of 1968 (82 Stat. 1098). Federal 
agencies shall not provide assistance for any activity that is inconsistent with a coastal 
State's management program, unless the Under Secretary, on his or her own initiative or 
upon appeal by the applicant, finds, after providing a reasonable opportunity for detailed 
comments from the Federal agency involved and from the State, that the activity is 
consistent with the findings and policies of this title or is (1) the requirements of this title, 
and 
 
(2) otherwise necessary in the interest of national security. 
 
"(f) Relationship to Other Federal Laws. -- Nothing in this title shall be construed -- 
 
"(1) to diminish either Federal or State jurisdiction, responsibility, or rights in the field of 
planning, development, or control of water resources, submerged lands, or navigable 
waters; nor to displace, supersede, limit, or modify any interstate compact or the 
jurisdiction or responsibility of any legally established joint or common agency of 2 or 
more States or of 2 or more States and the Federal Government; nor to limit the authority 
of the Congress to authorize and fund projects; 
 
"(2) as superseding, modifying, or repealing any laws applicable to the various Federal 
agencies; nor to affect the jurisdiction, powers, or prerogatives of the International Joint 
Commission, United States and Canada; the Permanent Engineering Board; the United 
States operating entity or entities established pursuant to the Columbia River Basin 
Treaty, signed at Washington, January 17, 1961; or the International Boundary and Water 
Commission, United States and Mexico. 
 
"(g) Incorporation of Air and Water Standards. -- Notwithstanding any other provision of 
this title, nothing in this title shall in any way affect any requirement (1) established by 
the Federal Water Pollution Control Act (33 U.S.C. 1251 et seq.) or the Clean Air Act (42 
U.S.C. 7401 et seq.), or (2) established by the Federal Government or by any State or 
local government pursuant to such Acts. Such requirements shall be incorporated in any 
program developed pursuant to this title and shall be the water pollution control and air 
pollution control requirements applicable to such program. 
 
"(h) Mediation. -- In case of serious disagreement between any Federal agency and a 
coastal State or between 2 or more States -- 
 
"(1) in the development or the initial implementation of a management program under 
section 305; or 
 
"(2) in the administration of a management program approved under section 306; 
the Under Secretary shall seek to mediate the disagreement. 
 
"(i) State Fee. -- Each coastal State may establish, collect, and expend, without regard to 
any other requirement of this title, a fee to recover the reasonable costs of administering 



subsection (d). Such fee may recover the full costs of administration, including the 
reasonable costs of required research, monitoring, and enforcement. 
 
"(j) Federal Fee. -- With respect to appeals under subsection (d) which are submitted after 
the date of the enactment of the Coastal Zone Act Reauthorization Amendments of 1990, 
the Under Secretary shall collect an application fee of not less than $200 for minor 
appeals and not less than $500 for major appeals. The Under Secretary shall collect such 
other fees as are necessary to recover the full costs of administering and processing such 
appeals under subsection (d). 
 
"(k) Waiving Right to Appeal. -- An applicant may waive the right to an appeal pursuant 
to subsection (d)(1)(B), (d)(2)(C)(i) or (e)(2) if written notification of the waiver is 
received by the coastal State and the Under Secretary within 60 days after the date on 
which the coastal State objected to the applicant's certification under that subsection. 
 
"(l) Restriction of State Authority. -- A coastal State may not exercise the requirements of 
subsection (c), (d), or (e) -- 
 
"(1) unless the coastal State's management program has been approved pursuant to 
section 306; or 
 
"(2) if approval of the coastal State's management program has been withdrawn pursuant 
to section 312(d). 
 
"(m) Consistency With Enforceable Policies Required. -- In complying with the 
provisions of subsections (c), (d), and (e), activities of Federal agencies and applicants 
shall be carried out consistent with the enforceable policies of the State management 
program. Federal agencies shall give adequate consideration to program provisions which 
are in the nature of recommendations. 
 
"SEC. 308. COASTAL ENERGY IMPACT PROGRAM. 
 
"(a) In General. -- Not later than January 1, 1993, the Under Secretary shall recommend 
to the Congress a coastal energy impact program. These recommendations shall include 
provision of financial and technical assistance to meet the needs of coastal States and 
local governments resulting from energy facilities and related activities affecting natural 
resources, land uses, or water uses in the coastal zone. The program shall identify the 
major energy activities which are affecting natural resources, land uses, or water uses in 
the coastal zone and the major obstacles, if any, to effective management of such 
activities under this title. 
 
"(b) Outer Continental Shelf State Participation. -- 
 
"(1) In general. -- Beginning in fiscal year 1991, the Under Secretary shall implement a 
program to assist coastal States in fulfilling their responsibilities under the Outer 
Continental Shelf Lands Act (43 U.S.C. 1331 et seq.). 



"(2) Participation grants. -- The Under Secretary shall make grants under this paragraph 
to any coastal State which the Under Secretary finds is likely to be affected by Outer 
Continental Shelf energy activities, if the State matches the grant according to a 4 to 1 
ratio of Federal to State contribution. The grants shall be used to assist the State in 
carrying out its responsibilities under the Outer Continental Shelf Lands Act. 
 
"(c) Loan Repayment Obligations Unaffected. -- The obligations of any coastal State or 
unit of general purpose local government to repay loans made pursuant to section 
308(d)(1) of the Coastal Zone Management Act of 1972 (16 U.S.C. 1456a(d)(1)), as in 
effect before the date of the enactment of the Coastal Zone Act Reauthorization 
Amendments of 1990, and any repayment schedule established pursuant to that Act, are 
not altered by any provision of this title. Such loans shall be repaid under authority of this 
subsection and the Under Secretary may issue regulations governing such repayment. If 
the Under Secretary finds that any coastal State or unit of local government is unable to 
meet its obligations pursuant to this subsection because the actual increases in 
employment and related population resulting from coastal energy activity and the 
facilities associated with such activity do not provide adequate revenues to enable such 
State or unit to meet such obligations in accordance with the appropriate repayment 
schedule, the Under Secretary shall, after review of the information submitted by such 
State or unit take any of the following actions: 
 
"(1) Modify the terms and conditions of such loan. 
 
"(2) Refinance the loan. 
 
"(3) Recommend to the Congress that legislation be enacted to forgive the loan. 
 
"(d) Offsetting Collections. -- Loan repayments made pursuant to subsection (c) shall be 
retained by the Under Secretary as offsetting collections, and shall be deposited into the 
Coastal Zone Management Fund established under section 309. 
 
"SEC. 309. COASTAL ZONE MANAGEMENT FUND. 
 
"(a) Establishment. -- The Under Secretary shall establish and maintain a fund, to be 
known as the 'Coastal Zone Management Fund' (hereinafter in this section referred to as 
the 'Fund'), which shall consist of amounts retained and deposited into the Fund under 
section 308(d). 
 
"(b) Use. -- Subject to amounts provided in Appropriation Acts, amounts in the Fund 
shall be available to the Under Secretary for use for the following: 
 
"(1) Administration. -- Expenses incident to the administration of this title, in an amount 
not to exceed -- 
 
"(A) $5,000,000 for fiscal year 1991; 
 



"(B) $5,225,000 for fiscal year 1992; 
 
"(C) $5,460,125 for fiscal year 1993; 
 
"(D) $5,705,830 for fiscal year 1994; and 
 
"(E) $5,962,593 for fiscal year 1995. 
 
"(2) Other uses. -- After use under paragraph (1) -- 
 
"(A) projects to address management issues which are regional in scope, including 
interstate projects; 
 
"(B) demonstration projects which have high potential for improving coastal zone 
management, especially at the local level; 
 
"(C) emergency grants to State coastal zone management agencies to address unforeseen 
or disaster-related circumstances; 
 
"(D) appropriate awards recognizing excellence in coastal zone management as provided 
in section 314; 
 
"(E) program development grants as authorized by section 305; 
 
"(F) State participation grants under section 308(b); and 
 
"(G) to provide financial support to coastal States for use for investigating and applyingm 
the public trust doctrine to implement State management programs approved under 
section 306. 
 
"(c) Report. -- On December 1 of each year, the Under Secretary shall transmit to the 
Congress an annual report on the Fund, including the balance of the Fund and an 
itemization of all deposits into and disbursements from the Fund in the preceding fiscal 
year. 
 
"SEC. 310. NATIONAL INTEREST IMPROVEMENTS. 
 
"(a) In General. -- Beginning in fiscal year 1991, the Under Secretary shall implement an 
ongoing program to encourage each coastal State to make continual improvements in its 
management program in specified national interest areas. This program shall encourage 
and monitor improvements in one or more of the following special national interest areas: 
 
"(1) Coastal wetlands management and protection. -- Coastal wetlands management 
 
[*H10195] and protection, consistent with the interim goal to achieve no overall net loss 
of the Nation's remaining wetlands base, including adoption of -- 



 
"(A) enforceable policies to manage and protect coastal wetlands; and 
 
"(B) a comprehensive restoration program for coastal wetlands for the purpose of 
attaining increases in functioning wetlands communities. 
 
"(2) Natural hazards management. -- Management of development and redevelopment in 
hazardous areas, including enforceable policies and management strategies to -- 
 
"(A) reduce the threat to life and the destruction of property by discouraging development 
and redevelopment in high hazard areas; 
 
"(B) properly manage development and redevelopment in other hazard areas including 
such mechanisms as setbacks, requirements that buildings be suitable for relocation and 
other special building code standards, and acquisition and relocation programs; and 
 
"(C) anticipate and manage the effects of potential sea level or Great Lakes level rise and 
land subsidence by -- 
 
"(i) requiring consideration of sea level or Great Lakes level rise and land subsidence in 
the siting of new public infrastructure investments and new large-scale developments 
with long life expectancies, such as sewage treatment plants, industrial plants, and 
hazardous waste facilities; 
 
"(ii) establishing and protecting buffer zones for wetlands which are likely to migrate 
landward in response to sea level or Great Lakes level rise; 
 
"(iii) ensuring that protection of natural resources is a feature of both structural and 
nonstructural responses to sea level or Great Lakes level rise or land subsidence; and 
 
"(iv) requiring building setbacks and standards that minimize the adverse effects of sea 
level or Great Lakes level rise or land subsidence. 
 
"(3) Public access. -- Providing public access to coastal areas, including development of a 
program to increase public access to coastal areas of recreational, historical, esthetic, 
ecological, or cultural value, based on assessments of long-term public access needs. This 
program shall include enforceable policies necessary to meet public needs for access, 
including appropriate regulatory means and programs to obtain access sites through 
donation, dedication, and acquisition, and shall include a process for public nomination 
of areas to be acquired for public access purposes. 
 
"(4) Cumulative and secondary impacts. -- Development and adoption of procedures to 
assess, consider, and control cumulative and secondary impacts of coastal growth and 
development, including the collective effect of various individual uses or activities on 
coastal resources, such as coastal wetlands, and the cumulative effect of nonpoint 
pollution from individual land uses or water uses. 



"(5) Coastal energy development. -- Adoption of procedures and enforceable policies to 
help facilitate the siting of energy facilities and accommodate energy-related activities 
which may be of greater than local significance, including -- 
 
"(A) mitigation policies and guidelines which will be applicable to energy development 
activities; 
 
"(B) procedures to coordinate Federal energy policies and programs with State coastal 
zone management programs; and 
 
"(C) consolidation of permitting and regulatory reviews. 
 
"(b) National Interest Improvements Programs. -- To implement the program required 
under subsection (a), the Under Secretary shall assess, for each coastal State, the priority 
needs for improvement in each of the special national interest areas, and based on that 
assessment, shall seek to negotiate a National Interest Improvements Program 
(hereinafter in this section referred to as a 'program') for each coastal State with an 
approved management program. Each program shall cover a period of at least 3 years and 
shall include specific, measurable goals and milestones to facilitate effective oversight by 
the Under Secretary pursuant to subsection (e). 
 
"(c) Notification. -- In negotiating each program, the coastal State shall notify and consult 
with appropriate Federal agencies, State agencies, local governments, regional 
organizations, port authorities, and the public, and where appropriate shall establish a 
citizens advisory group to assist in development and implementation of the program. 
 
"(d) Phased Implementation. -- If necessary for effective administration, the Under 
Secretary may stagger implementation of programs required under subsection (a) such 
that no less than one-third of the participating coastal States are negotiating a program in 
any single year. 
 
"(e) Evaluation. -- 
 
"(1) Annual review. -- The Under Secretary shall continually monitor progress in 
implementing each program negotiated under this section and shall provide each State 
with an annual evaluation of progress. Unless the Under Secretary finds, for each one-
year period, that the coastal State is making continual and satisfactory progress in 
implementing each component of the program, the Under Secretary shall notify the 
coastal State and the public and shall specify additional actions required to ensure 
satisfactory implementation. 
 
"(2) Reassessment and suspension. -- Six months after notifying a State under paragraph 
(1), the Under Secretary shall reassess the State's progress. Unless the Under Secretary 
finds that the State is making satisfactory progress in undertaking the actions required 
under paragraph (1), the Under Secretary shall suspend that State's eligibility for further 
funding under this section for at least one year. 



"(3) Waiver. -- The Under Secretary may waive the requirements of this section only by 
finding that a lack of satisfactory progress by a State is due to factors which are beyond 
the control of the State and which were unforeseen at the time the plan was negotiated. 
The Under Secretary shall notify the Congress and the public before granting any waiver 
under this subsection. 
 
"(f) Funding. -- Beginning in fiscal year 1991, at least 10 percent, but not more than 20 
percent, of the amounts appropriated under section 318(a)(1) to implement sections 306 
and 306A shall be used by the Under Secretary to implement this section. 
 
"(g) No State Match Required. -- No State match is required for activities funded under 
this section. 
 
"(h) Grant Allocation. -- Funds available to implement this section shall be distributed 
among eligible States as follows: 
 
"(1) Formula grants. -- Fifty percent according to regulations promulgated pursuant to 
section 306(c). 
 
"(2) Discretionary grants. -- Fifty percent for discretionary awards according to 
guidelines or regulations issued by the Under Secretary pursuant to section 317. 
 
"(i) Regulations. -- The Under Secretary shall issue regulations under section 317 
providing guidance for any program negotiated under this section. 
 
"SEC. 311. PUBLIC HEARINGS AND MEETINGS. 
 
"All public hearings and meetings required under this title shall be announced at least 45 
days prior to the hearing or meeting date. At the time of the announcement, all materials 
of the agency conducting a hearing or meeting and pertinent to the hearing or meeting, 
including documents, studies, and other data, shall be made available to the public for 
review and study. As similar materials are subsequently developed, they shall be made 
available to the public as they become available to the agency. 
 
"SEC. 312. REVIEW OF PERFORMANCE. 
 
"(a) Periodic Review of State Programs. -- The Under Secretary shall conduct a 
continuing review of the performance of coastal States with respect to coastal 
management. Each review shall include a written evaluation with an assessment and 
detailed findings concerning the extent to which each coastal State has implemented and 
enforced a program of the State approved by the Under Secretary under this Act 
(including regarding adherence by State agencies and units of local government to the 
program), furthered the coastal management program requirements identified in section 
303(3), satisfactorily complied with any national interest improvement program under 
section 310, and adhered to the terms of any grant, loan, or cooperative agreement funded 
under this title. 



"(b) Public Participation. -- For the purpose of evaluating pursuant to subsection (a) a 
coastal State's performance, the Under Secretary shall conduct public meetings and 
provide opportunity for oral and written comments by the public. Each such evaluation 
shall be prepared in report form, shall contain written response to all written comments 
received, and shall be available to the public. 
 
"(c) Probationary Period. -- The Under Secretary may place a coastal State on probation 
for not more than 2 years if the Under Secretary, on the basis of an evaluation which has 
been completed pursuant to subsection (b), finds substantial evidence that the State is 
failing to adequately implement or enforce important components of its approved 
program but that such evidence or failure constitutes insufficient grounds for action 
pursuant to subsection (d). If the Under Secretary makes the finding authorized in this 
subsection – 
 
"(1) the Under Secretary shall notify the coastal State of -- 
 
"(A) the effective date of the probation; 
 
"(B) the portion or portions of the program to which the probation is effective; and 
 
"(C) written recommendations for corrective actions; and 
 
"(2) the Under Secretary shall withdraw up to 25 percent of the funds available to the 
State pursuant to this title for use in assisting the State in implementing the 
recommendations under paragraph (1)(C), and any funds withdrawn but not used to 
implement recommendations under paragraph (1)(C) shall be added to amounts 
appropriated under section 318(a)(1). 
 
"(d) Program Disapproval. -- The Under Secretary shall withdraw approval of the 
management program of any coastal State, and shall withdraw any financial assistance 
available to that State under this title as well as any unexpended portion of such 
assistance, if the Under Secretary determines that the State is failing to adhere to, and is 
not justified in deviating from -- 
 
"(1) the management program approved by the Under Secretary, or 
 
"(2) the terms of any grant or cooperative agreement funded under this title, and refuses 
to remedy the deviation. 
 
[*H10196] Upon the withdrawal of management program approval under this subsection, 
the Under Secretary shall provide the coastal State with written specifications of the 
actions that should be taken, or not engaged in, by the State in order that such withdrawal 
may be canceled by the Under Secretary. 
 



"(e) Advance Notification Required. -- Prior to taking any action required under 
subsection (c) or (d), the Under Secretary shall notify the coastal State and provide an 
opportunity for a public hearing on the proposed action. 
 
"SEC. 313. RECORDS AND AUDIT. 
 
"(a) Records. -- Each recipient of financial assistance under this title shall keep any 
records as the Under Secretary shall prescribe, including records which fully disclose the 
amount and disposition of the funds received and of the proceeds of the assistance, the 
portion of the total cost of any project or undertaking supplied by other sources, and other 
records as will facilitate an effective audit. 
 
"(b) Access to Records. -- The Under Secretary and the Comptroller General of the 
United States, or any of their duly authorized representatives, shall -- 
 
"(1) after any financial assistance is provided under this title; and 
 
"(2) until the expiration of 3 years after -- 
 
"(A) completion of the project, program, or other undertaking for which financial 
assistance was made or used, or 
 
"(B) repayment of the loan or guaranteed indebtedness for which financial assistance was 
provided; have access to audit and examine any record, book, document, and paper which 
belongs to or is used or controlled by, any recipient of the financial assistance and which 
is pertinent for purposes of determining if the financial assistance is being, or was, used 
in accordance with this title. 
 
"SEC. 314. WALTER B. JONES EXCELLENCE IN COASTAL MANAGEMENT 
AWARDS. 
 
"(a) In General. -- The Under Secretary shall, using sums in the Coastal Zone 
Management Fund established under section 309, implement a program to promote 
excellence in coastal zone management by identifying and acknowledging outstanding 
accomplishments in the field. 
 
"(b) Award Categories and Selection. -- The Under Secretary shall select annually -- 
 
"(1) one individual, other than an employee or officer of the Federal Government, whose 
contribution to the field of coastal zone management has been the most significant; 
 
"(2) 5 local governments which have made the most progress in developing and 
implementing the coastal zone management principles embodied in this title; and 
 
"(3) up to 10 graduate students whose academic study promises to contribute materially 
to development of new or improved approaches to coastal zone management. 



 
"(c) Local Government Nominations. -- In making selections under subsection (b)(2) the 
Under Secretary shall solicit nominations from the coastal States, and shall consult with 
experts in local government planning and land use. 
 
"(d) Graduate Student Nominations. -- In making selections under subsection (b)(3) the 
Under Secretary shall solicit nominations from coastal States and the National Sea Grant 
College Program. 
 
"(e) Walter B. Jones Awards. -- Using sums in the Coastal Zone Management Fund 
established under section 309, the Under Secretary shall establish and execute appropriate 
awards, to be known as the 'Walter B. Jones Awards', including -- 
 
"(1) cash awards in an amount not to exceed $5,000 each; 
 
"(2) research grants; and 
 
"(3) public ceremonies to acknowledge such awards. 
 
"SEC. 315. NATIONAL ESTUARINE RESEARCH RESERVE SYSTEM. 
 
"(a) Establishment of System. -- There is established the National Estuarine Research 
Reserve System (hereinafter in this section referred to as the 'System'), consisting of -- 
 
"(1) each estuarine sanctuary designated under this section as in effect before the date of 
the enactment of the Coastal Zone Management Reauthorization Act of 1985; and 
 
"(2) each estuarine area designated as a national estuarine research reserve under 
subsection (b). 
 
Each estuarine sanctuary referred to in paragraph (1) is hereby designated as a national 
estuarine research reserve. 
 
"(b) Designation of National Estuarine Research Reserves. -- The Under Secretary may 
designate an estuarine area as a national estuarine research reserve if -- 
 
"(1) the area constitutes, to the extent feasible, a natural unit which can be set aside to 
provide scientists and students the opportunity to examine over a period of time the 
ecological relationship within the area; 
 
"(2) the Governor of the coastal State in which the area is located nominates the area for 
that designation; and 
 
"(3) the Under Secretary finds that -- 
 



"(A) the area is a representative estuarine ecosystem that is suitable for long-term 
monitoring and research and contributes to the biogeographical and typological balance 
of the System; 
 
"(B) the laws of the coastal State provide long-term protection for reserve resources to 
ensure a stable environment for research; 
 
"(C) designation of the area as a reserve will serve to enhance public awareness and 
understanding of estuarine areas, and provide suitable opportunities for public education 
and interpretation; and 
 
"(D) the coastal State in which the area is located has complied with the requirements of 
any regulations issued by the Under Secretary to implement this section. 
 
"(c) Estuarine Research Guidelines. -- The Under Secretary shall develop guidelines for 
the conduct of research within the System that shall include the following: 
 
"(1) Identifying priorities. -- A mechanism for identifying and establishing priorities 
among the coastal management issues that should be addressed through coordinated 
research within the System. 
 
"(2) Research objectives. -- The establishment of common research principles and 
objectives to guide the development of research programs within the System. 
 
"(3) Common methods. -- The identification of uniform research methodologies which 
will ensure comparability of data, the broadest application of research results, and the 
maximum use of the System for research purposes. 
 
"(4) Monitoring. -- The conduct of monitoring activities within the System, including the 
monitoring of physical, chemical, and biological parameters and criteria associated with 
the estuarine ecosystem. 
 
"(5) Standards. -- The establishment of performance standards by which the effectiveness 
of the research efforts and the value of reserves within the System may be measured in 
addressing and coastal management issues identified in paragraph (1). 
 
"(6) Outside funding sources. -- The consideration of sources of funds for estuarine 
research in addition to amounts authorized under this title, and strategies for encouraging 
the use of these funds within the System, with particular emphasis on mechanisms 
established under subsection (d). 
 
In developing the guidelines under this subsection, the Under Secretary shall consult with 
prominent members of the estuarine research community. 
 



"(d) Promotion and Coordination of Estuarine Research. -- The Under Secretary shall 
take such action as is necessary to promote and coordinate the use of the System for 
research purposes, including the following: 
 
"(1) Data management. -- Developing a data base accessible to the public for information 
derived from monitoring and research activities within the System. 
 
"(2) Technical transfer. -- Providing for the exchange of information and data among 
national estuarine research reserves and between the reserves and estuarine and coastal 
resource managers. 
 
"(3) Priority consideration. -- Requiring the Department of Commerce, in conducting or 
supporting estuarine research, to give priority consideration to research that uses the 
System. 
 
"(4) Promoting research. -- Consulting with other Federal and State agencies to promote 
use by such agencies of one or more national estuarine research reserves within the 
System when conducting estuarine research. 
 
"(e) Education. -- The Under Secretary shall -- 
 
"(1) develop guidelines providing for education activities in national estuarine research 
reserves; 
 
"(2) promote the use of national estuarine research reserves by educational institutions 
and by programs of the United States Department of Education; and 
 
"(3) establish and implement a program to exchange educational information throughout 
the System. 
 
"(f) Financial Assistance. -- 
 
"(1) In general. -- The Under Secretary may, in accordance with such rules and 
regulations as the Under Secretary shall promulgate, make grants -- 
 
"(A) to a coastal State entity -- 
 
"(i) to acquire lands and waters, and any property interests therein, necessary to ensure 
the appropriate long-term management of an area as a national estuarine research reserve, 
 
"(ii) to operate or manage a national estuarine research reserve and to construct 
appropriate reserve facilities, or 
 
"(iii) for educational or interpretive activities; and 
 



"(B) to any coastal State entity or public or private institution or person to support 
research and monitoring within a national estuarine research reserve that are consistent 
with the research guidelines developed under subsection (c). 
 
"(2) Terms and conditions. -- Financial assistance provided under paragraph (1) shall be 
subject to any terms and conditions the Under Secretary considers necessary or 
appropriate to protect the interests of the United States, including requiring coastal States 
to execute suitable title documents setting forth the property interests of the United States 
in any lands and waters acquired in whole or in part with financial assistance under this 
section. 
 
"(3) Matching funds. -- (A) The amount of financial assistance provided under paragraph 
(1)(A)(i) for any one national estuarine research reserve may not exceed an amount equal 
to 50 percent of the costs of the lands, waters, and interests therein, or $6,000,000, 
whichever amount is less. 
 
[*H10197] "(B) The amount of the financial assistance provided under paragraphs (1)(A) 
(ii) and (iii) and paragraph (1)(B) may not exceed 50 percent of the costs incurred to 
achieve the purposes described in those paragraphs with respect to a national estuarine 
research reserve. 
 
"(C) For purposes of this section, the term 'coastal State entity' means any legal entity 
established by legislative or executive act or order of a coastal State's government, 
including State universities, colleges, commissions, consortia, boards, or other 
institutions established for purposes, including research, education, or resource 
management. 
 
"(g) Evaluation of System Performance. -- 
 
"(1) In general. -- The Under Secretary shall periodically evaluate the operation and 
management of each national estuarine research reserve, including educational and 
interpretive activities, and the research being conducted within the reserve. 
 
"(2) Suspension of funding. -- If evaluation under paragraph (1) reveals that the 
operations and management of national estuarine research reserve is deficient, or that the 
research being conducted within the reserve is not consistent with the research guidelines 
developed under subsection (c), the Under Secretary may suspend the eligibility of that 
reserve for financial assistance under subsection (f) until the deficiency or inconsistency 
is remedied. 
 
"(3) Withdrawal of designation. -- The Under Secretary may withdraw the designation of 
an estuarine area as a national estuarine research reserve if evaluation under paragraph 
(1) reveals that -- 
 
"(A) the basis for any of the findings made under subsection (b)(3) no longer exists; or 
 



"(B) a substantial portion of the research conducted within the reserve, over a period of 
years, has not been consistent with the research guidelines developed under subsection 
(c). 
 
"(h) Report. -- The Under Secretary shall include in the report required under section 316 
information regarding -- 
 
"(1) new designations of national estuarine research reserves; 
 
"(2) any expansion of existing national estuarine research reserves; 
 
"(3) the status of the research program being conducted within the System; and 
 
"(4) a summary of the evaluations made under subsection (g). 
 
"(i) Cooperative Agreements and Donations. -- 
 
"(1) Cooperative agreements. -- The Under Secretary may enter into cooperative 
agreements with any nonprofit organization or institution of higher learning -- 
 
"(A) to aid and promote interpretive, historical, scientific, and educational activities 
within any national estuarine research reserve; and 
 
"(B) for the solicitation of private donations for the support of such activities. 
 
"(2) Donations. -- The Under Secretary may accept donations of funds, property, and 
services for use in designating and administering national estuarine research reserves 
under this section. Such donations shall be considered to be a gift or bequest to, or for the 
use of, the United States. 
 
"SEC. 316. COASTAL ZONE MANAGEMENT REPORT.  
 
"(a) In General. -- The Under Secretary shall transmit to the Congress reports 
summarizing the administration of this title during each period of 2 consecutive fiscal 
years. Each report shall be transmitted to the Congress not later than April 1 of the year 
following the close of the biennial period to which it pertains, and shall include the 
following: 
 
"(1) Recently approved programs. -- An identification of the State programs approved 
pursuant to this title during the preceding fiscal year and a description of those programs. 
 
"(2) Participating states. -- A list of the coastal States participating under this title and a 
description of the status of each State's program and its accomplishments during the 
preceding fiscal year. 
 



"(3) Nonparticipating states. -- A list of the coastal States not participating under this 
title, a description of efforts by the Under Secretary to encourage their participation, and 
additional action or incentives needed to secure participation. 
 
"(4) Funding summary. -- An itemization of the allocation of funds to the various coastal 
States and a breakdown of the major projects and areas in which these funds were 
expended. 
 
"(5) Program probations and disapprovals. -- An identification of any coastal State 
program which has been reviewed and placed on probation or disapproved, and a 
statement of the reasons for that action. 
 
"(6) Evaluation summary. -- A summary of evaluation findings prepared in accordance 
with section 312(a). 
 
"(7) Inconsistent activities and projects. -- A list of all activities and projects which are 
not consistent with an applicable approved State management program. 
 
"(8) Revised regulations. -- A summary of the regulations issued by the Under Secretary 
during the biennial period covered by the report. 
 
"(9) Priority problems. -- A summary of outstanding problems arising in the 
administration of this title, in order of priority. 
 
"(10) Miscellaneous. -- Any other information as may foster effective oversight by the 
Congress. 
 
"(11) State views. -- Summary views and recommendations from each coastal State, 
including recommendations for additional legislation, necessary to achieve the objectives 
of this title and enhance its effective operation. 
 
"(b) Guidelines. -- For the purposes of paragraph (11), the Under Secretary shall issue 
guidelines to the coastal States which outline the format for submitting summary views 
and recommendations. 
 
"SEC. 317. RULES AND REGULATIONS. 
 
"The Under Secretary shall develop and promulgate, pursuant to section 553 of title 5, 
United States Code, after issuance of notice and opportunity for full participation by 
relevant Federal agencies, State agencies, local governments, regional organizations, port 
authorities, and other interested parties, both public and private, any rules and regulations 
as may be necessary to carry out the provisions of this title. 
 
"SEC. 318. AUTHORIZATION OF APPROPRIATIONS. 
 
"(a) Authorizations. -- There are authorized to be appropriated to the Under Secretary -- 



 
"(1) for grants under sections 306 and 306A, not to exceed $46,670,000 for fiscal year 
1991, $48,770,000 for fiscal year 1992, $50,965,000 for fiscal year 1993, $53,258,000 
for fiscal year 1994, and $55,655,000 for fiscal year 1995, to remain available until 
expended; 
 
"(2) for grants under section 306B, not to exceed $10,000,000 for fiscal year 1991, 
$20,000,000 for fiscal year 1992, $30,000,000 for fiscal year 1993, $35,000,000 for fiscal 
year 1994, and $40,000,000 for fiscal year 1995, to remain available until expended; and 
 
"(3) for grants under section 315, not to exceed $7,000,000 for fiscal year 1991, 
$7,355,000 for fiscal year 1992, $7,710,000 for fiscal year 1993, $8,065,000 for fiscal 
year 1994, and $8,420,000 for fiscal year 1995, to remain available until expended. 
 
"(b) Limitation on Matching Funds. -- Federal funds received from other sources shall 
not be used to pay a coastal State's share of costs under section 306. 
 
"(c) Unobligated Grants. -- The amount of any grant, or portion of a grant, made to a 
coastal State under any section of this Act which is not obligated by the State during the 
fiscal year, for which it was first authorized to be obligated by the State, or during the 
next fiscal year, shall revert to the Under Secretary. The Under Secretary shall add the 
reverted amount to those funds available for grants under the section for which the 
reverted amount was originally made available. 
 
"(d) Passthrough of Grant Funds. -- With the approval of the Under Secretary, a coastal 
State may allocate to a local government, an area-wide agency designated under section 
204 of the Demonstration Cities and Metropolitan Development Act of 1966, a regional 
agency, or an interstate agency, a portion of any grant made under this title. An allocation 
of grant funds shall not relieve a State of the responsibility for ensuring that any funds so 
allocated are used in conformance with applicable grant terms and conditions and to 
further the State's approved management program. 
 
"SEC. 319. INTERSTATE AGREEMENTS AND COMPACTS. 
 
"The consent of the Congress is hereby given to 2 or more coastal States to negotiate, and 
to enter into, agreements or compacts, which do not conflict with any law or treaty of the 
United States, for -- 
 
"(1) developing and administering coordinated coastal zone planning, policies, and 
programs pursuant to sections 305 and 306; and 
 
"(2) establishing executive instrumentalities or agencies which such States deem 
desirable for the effective implementation of such agreements or compacts. Such 
agreements or compacts shall be binding and obligatory upon any State or party thereto 
without further approval by the Congress.". 
 



SEC. 7204. DEADLINES FOR COMPLIANCE. 
 
(a) New Requirements. -- Each State which submits a management program for approval 
under section 306 of the Coastal Zone Management Act of 1972, as amended by this Act 
(including a State which submitted such a program before the date of the enactment of 
this Act), shall demonstrate to the Under Secretary of Commerce for Oceans and 
Atmosphere compliance with the requirements of section 306(d)(14) and (15) of that Act 
by not later than 2 years after the date of the enactment of this Act. 
 
(b) Land Use Management Program Guidelines and Regulations. -- Within 180 days after 
the date of the enactment of this Act, the Under Secretary of Commerce for Oceans and 
Atmosphere shall issue guidelines for coastal States to follow in developing a program 
under section 306B of the Coastal Zone Management Act of 1972, as amended by this 
Act. Within 18 months after that date of enactment, the Under Secretary shall promulgate 
regulations governing the receipt, review, and approval of programs under that section. 
 
SEC. 7205. PACIFIC ISLAND STATE DEMONSTRATION PROJECT. 
 
(a) Authorization. -- There is authorized to be appropriated not more than $100,000 for 
each of fiscal years 1991 through 1995 for use by one Pacific island coastal State to 
develop a draft joint Federal-State resource management plan for ocean resources lying 3 
to 12 miles from the baseline from which [*H10198] its territorial sea is measured. 
Amounts appropriated under this section may not be used to develop a plan affecting 
fishery resources subject to management under the Magnuson Fishery Conservation and 
Management Act (16 U.S.C. 1801 et seq.). 
 
(b) Report. -- At the end of fiscal year 1995, the Pacific island coastal State which 
develops a management plan pursuant to subsection (a) shall transmit the plan to the 
Congress. 
 
SEC. 7206. REFERENCE. 
 
A reference in any law, regulation, record, map, or paper or other document to the 
Coastal Zone Management Act of 1972 may be construed to be a reference to such Act, 
as amended by this Act. 
 
SEC. 7207. FEDERAL AGENCY CONSISTENCY. 
 
The consistency requirements of section 307 of the Coastal Zone Management Act (16 
U.S.C. 1456) shall apply to Federal agency activities or federally permitted activities 
under title I of the Marine, Protection, Research, and Sanctuaries Act of 1972, if the 
Federal activity or permitted activity affects land uses, water uses, or natural resources of 
the coastal zone. 
 
Subtitle C -- Clean Beaches 
 



SEC. 7301. SHORT TITLE. 
 
This subtitle may be cited as the "Beaches Environmental Assessment, Closure, and 
Health Act of 1990". 
 
SEC. 7302. FINDINGS AND PURPOSES. 
 
(a) Findings. -- The Congress finds that -- 
 
(1) the Nation's beaches are a valuable public resource used for recreation by millions of 
people annually; 
 
(2) the beaches of coastal States are hosts to many out-of-State and international visitors; 
 
(3) tourism in the coastal zone generates billions of dollars annually; 
 
(4) as of the year 2000, as much as 80 percent of the Nation's population may be living 
within 50 miles of the coast; 
 
(5) increased population has contributed to the decline in the environmental quality of 
coastal waters; 
 
(6) pollution in coastal waters is not restricted by State and other political boundaries; 
 
(7) each coastal State has its own method of testing the quality of its coastal recreation 
waters, providing varying degrees of protection to the public; and 
 
(8) the adoption of standards by coastal States for monitoring the quality of coastal 
recreation waters, and the posting of signs at beaches notifying the public during periods 
when the standards are exceeded, would enhance public health and safety. 
 
(b) Purpose. -- The purpose of this subtitle is to require uniform procedures for beach 
testing and monitoring to protect public safety and improve the environmental quality of 
coastal recreation waters. 
 
SEC. 7303. WATER QUALITY CRITERIA FOR COASTAL RECREATION 
WATERS. 
 
Section 304(a) of the Federal Water Pollution Control Act (33 U.S.C. 1314(a)) is 
amended by adding at the end the following: 
 
"(9) Coastal recreation waters. -- (A) The Administrator, after consultation with 
appropriate Federal and State agencies and other interested persons, shall review and 
revise within 1 year after the effective date of this paragraph (and from time to time 
thereafter) water quality criteria for coastal recreation waters. The criteria shall be based 
on a national goal of eliminating human health risks posed from pathogens in those 



waters, and until that goal is met shall ensure the protection of public health. The criteria 
shall include specific numeric criteria calculated to reflect public health risks from short-
term increases in pathogens in coastal recreation waters resulting from rainfall, 
malfunctions of wastewater treatment works, and other causes. 
 
"(B) Not later than 9 months after the date on which the Administrator publishes revised 
water quality criteria for coastal recreation waters under subparagraph (A), the 
Administrator shall publish regulations specifying methods to be used by States to test 
coastal recreation waters, during periods of use by the public, for compliance with 
standards adopted or effective under section 303(i). The regulations shall include -- 
 
"(i) requirements for the frequency of testing based on whether particular waters subject 
to testing are used frequently, moderately, or occasionally; 
 
"(ii) methods for detecting short-term increases in pathogens in coastal recreation waters 
resulting from rainfall, malfunctions of wastewater treatment works, and other causes; 
and 
 
"(iii) requirements for testing based on proximity of particular waters to pollution 
sources. 
 
"(C) Not later than 9 months after the date on which the Administrator publishes revised 
water quality criteria for coastal recreation waters under subparagraph (A), the 
Administrator shall publish regulations that require States to post signs on beaches 
adjoining coastal recreation waters during periods when those waters do not comply with 
applicable water quality standards, which notify the public of that noncompliance and 
potential risks. A State may delegate responsibility for posting of coastal recreation 
waters to local government authorities. 
 
"(D) The Administrator, after consultation with appropriate Federal and State agencies, 
shall develop and publish within 1 year after the effective date of this paragraph guidance 
on uniform assessment and monitoring procedures for floatable materials in coastal 
recreation waters. 
 
"(E) For purposes of this paragraph -- 
 
"(i) the term 'coastal recreation waters' means waters in the coastal zone (as that term is 
defined in section 304 of the Coastal Zone Management Act of 1972) commonly used by 
the public for swimming, bathing, or other similar primary contact purposes; and 
 
"(ii) the term 'floatable materials' means any matter that may float or remain suspended in 
the water column, and includes plastic, aluminum cans, wood, bottles, and paper 
products.". 
 
SEC. 7304. WATER QUALITY STANDARDS FOR COASTAL RECREATION 
WATERS. 



 
Section 303 of the Federal Water Pollution Control Act (33 U.S.C. 1313) is amended by 
adding at the end the following: 
 
"(i) Water Quality Standards for Coastal Recreation Waters. -- 
 
"(1) State water quality standards. -- Not later than 2 years after the date on which the 
Administrator publishes revised water quality criteria for coastal recreation waters under 
section 304(a)(9)(A), each State shall adopt and submit to the Administrator for approval 
under this section water quality standards based on those criteria for coastal recreation 
waters of the State. 
 
"(2) Failure of state to adopt water quality standards. -- If a State fails to adopt water 
quality standards in accordance with paragraph (1), the criteria published by the 
Administrator under section 304(a)(9) shall take effect as water quality standards for 
coastal recreation waters of the State until such time as the State adopts its own water 
quality standards. 
 
"(3) Coastal recreation waters defined. -- For purposes of this subsection, the term 
'coastal recreation waters' has the meaning that term has in section 304(a)(9).". 
 
SEC. 7305. STUDY TO IDENTIFY INDICATORS OF HUMAN-SPECIFIC 
PATHOGENS IN COASTAL RECREATION WATERS. 
 
(a) Study. -- The Administrator of the Environmental Protection Agency, in cooperation 
with the Under Secretary of Commerce for Oceans and Atmosphere, shall conduct an 
ongoing study to provide additional information to the current base of knowledge, for use 
for – 
 
(1) developing better indicators for directly detecting in coastal recreation waters the 
presence of bacteria and viruses which are harmful to human health; and 
 
(2) revising the criteria for coastal recreation waters under section 304(a)(9)(A) of the 
Federal Water Pollution Control Act (as amended by this Act). 
 
(b) Report. -- Not later than 3 years after the date of the issuance of revised criteria under 
section 304(a)(9) of the Federal Water Pollution Control Act (as amended by this Act), 
and periodically thereafter, the Administrator of the Environmental Protection Agency 
shall submit to the Congress a report describing the findings of the study under this 
section, including -- 
 
(1) recommendations for any necessary revisions to water quality criteria for coastal 
recreation waters; 
 



(2) a description of the amounts and types of floatable materials in coastal waters and on 
coastal beaches, and of recent trends in the amounts and types of such floatable materials; 
and 
 
(3) an evaluation of State efforts to implement this title. 
 
SEC. 7306. PARTICIPATION OF STATE COASTAL ZONE MANAGEMENT 
PROGRAMS. 
 
(a) Technical Assistance. -- Each coastal zone management agency of a State with an 
approved coastal zone management program under section 306 of the Coastal Zone 
Management Act of 1972 shall provide technical assistance to local governments within 
the State for ensuring that coastal recreation waters and beaches are as free as possible 
from floatable materials. 
 
(b) Clean-up of Coastal Recreation Waters and Beaches. -- Section 306A of the Coastal 
Zone Management Act of 1972 (16 U.S.C. 1455a) is amended -- 
 
(1) by adding at the end of subsection (b) the following: 
 
"(4) Reduction of floatable materials. -- Reduction of floatable materials in the State's 
coastal recreation waters, by -- 
 
"(A) managing adjacent land uses so that floatable materials are not introduced into those 
waters; 
 
"(B) encouraging public participation in reducing the amount of floatable materials that 
enter coastal recreation waters; and 
 
"(C) sponsoring clean-up events at public beaches."; 
 
(2) in subsection (c)(2) -- 
 
(A) by striking "and" after the semicolon at the end of subparagraph (D); 
 
(B) by striking the period at the end of subparagraph (E) and inserting "; and"; and 
 
(C) by adding at the end the following: 
 
"(F) the acquisition of beach and coastal recreation water clean-up equipment."; and 
 
(3) by adding at the end the following: 
 
"(e) Definitions. -- In this section -- 
 



"(1) the term 'coastal recreation waters' has the meaning that term has in section 304(a)(9) 
of the Federal Water Pollution Control Act; and 
 
"(2) the term 'floatable materials' means any matter that may float or remain suspended in 
the water column, and includes plastic, aluminum cans, wood, bottles, and paper 
products.". 
 
[*H10199] SEC. 7307. GRANTS TO STATES. 
 
(a) Grants. -- The Administrator of the Environmental Protection Agency is authorized to 
make grants to States for use in fulfilling requirements established pursuant to sections 
7303 and 7304. 
 
(b) Cost Sharing. -- The total amount of grants to a State under this section for a fiscal 
year shall not exceed 50 percent of the cost to the State of implementing requirements 
established pursuant to sections 7303 and 7304. 
 
SEC. 7308. DEFINITIONS. 
 
In this subtitle -- 
 
(1) the term "coastal recreation waters" means waters in the coastal zone (as that term is 
defined in section 304 of the Coastal Zone Management Act of 1972) commonly used by 
the public for swimming, bathing, or other similar primary contact purposes; and 
 
(2) the term "floatable materials" means any matter that may float or remain suspended in 
the water column, and includes plastic, aluminum cans, wood, bottles, and paper 
products. 
 
SEC. 7309. AUTHORIZATION OF APPROPRIATIONS. 
 
There is authorized to be appropriated to the Administrator of the Environmental 
Protection Agency -- 
 
(1) for use in making grants to States under section 7307 not more than $3,000,000 for 
each of the fiscal years 1991 and 1992; and 
 
(2) for carrying out the other provisions of this subtitle not more than $1,000,000 for each 
of the fiscal years 1991 and 1992. 
 
TITLE VIII -- COMMITTEE ON POST OFFICE AND CIVIL SERVICE 
 
Subtitle A -- Civil Service 
 
SEC. 8001. ELIMINATION OF LUMP-SUM RETIREMENT BENEFIT. 
 



(a) Lump-Sum Benefit. -- (1) Sections 8343a and 8420a of title 5, United States Code, are 
each amended by adding at the end the following: 
 
"(f)(1) Notwithstanding any other provision of this section, and except as provided in 
paragraph 
 
(2), an alternative form of annuity under this section may not be elected if the 
commencement date of the annuity would be later than November 1, 1990. 
 
"(2) Nothing in this subsection shall prevent an election from being made by an employee 
or Member who, at the time of retiring under this subchapter, is at least 65 years of age 
and has completed at least 30 years of service. 
 
"(3) This subsection shall cease to be effective as of October 1, 1995.". 
(2) Section 4005 of the Omnibus Budget Reconciliation Act of 1989 (Public Law 101-
239; 103 Stat. 2135) is amended -- 
 
(A) in subsection (a), by striking "October 1, 1990." and inserting "November 2, 1990."; 
and 
 
(B) by adding at the end the following: 
 
"(f) Continued Applicability. -- The preceding provisions of this section (disregarding the 
provision in subsection (a) limiting this section's applicability to annuities commencing 
before the date specified in such provision) shall also apply in the case of any employee 
or Member whose election of an alternative form of annuity would not have been 
allowable under section 8343a(f) or 8420a(f) of title 5, United States Code (as the case 
may be), but for paragraph (2) thereof.". 
 
(C)(i) Section 6001(b)(2) of the Omnibus Budget Reconciliation Act of 1987 (5 U.S.C. 
8343a note) and section 4005(b)(2) of the Omnibus Budget Reconciliation Act of 1989 
(103 Stat. 2135) are each amended by striking "described in paragraph (1)." and inserting 
"on which the payment described in paragraph (1) is paid.". 
 
(ii) The amendments made by clause (i) shall not apply in any case in which the first half 
of the lump-sum payment involved was paid before the beginning of the 11-month period 
which ends on the date of the enactment of this Act. 
 
(D) Section 2 of Public Law 101-227 (103 Stat. 1943) is repealed. 
 
(3) Section 8348(a)(1)(B) of title 5, United States Code, is amended by inserting "in 
administering alternative forms of annuities under sections 8343a and 8420a (and related 
provisions of law)," before "and in withholding". 
 
(b) Prior Refunds. -- (1) Section 8334(d) of title 5, United States Code, is amended -- 
 



(A) by striking "(d)" and inserting "(d)(1)"; and 
 
(B) by adding at the end the following: 
 
"(2)(A) This paragraph applies with respect to any employee or Member who -- 
 
"(i) separates before October 1, 1990, and receives (or elects, in accordance with 
applicable provisions of this subchapter, to receive) a refund (described in paragraph (1)) 
which relates to a period of service ending before October 1, 1990; 
 
"(ii) retires on or after November 1, 1990, entitled to an annuity under this subchapter 
(other than a disability annuity) based on service of such employee or Member; and 
 
"(iii) does not make the deposit (described in paragraph (1)) required in order to receive 
credit for the period of service with respect to which the refund relates. 
 
"(B) Notwithstanding the second sentence of paragraph (1), the annuity to which an 
employee or Member under this paragraph is entitled shall (subject to adjustment under 
section 8340) be equal to an amount which, when taken together with the unpaid amount 
referred to in subparagraph (A)(iii), would result in the present value of the total being 
actuarially equivalent to the present value of the annuity which would otherwise be 
provided the employee or Member under this subchapter, as computed under subsections 
(a)-(i) and (n) of section 8339 (treating, for purposes of so computing the annuity which 
would otherwise be provided under this subchapter, the deposit referred to in 
subparagraph (A)(iii) as if it had been timely made). 
 
"(C) The Office of Personnel Management shall prescribe such regulations as may be 
necessary to carry out this paragraph.". 
 
(2)(A) Section 8334 of title 5, United States Code, is amended in paragraphs (1) and (2) 
of subsection (e), and in subsection (h), by striking "(d)," and inserting "(d)(1),". 
 
(B) Section 8334(f) and section 8339(i)(1) of title 5, United States Code, are amended by 
striking "(d)" and inserting "(d)(1)". 
 
(C) Section 8339(e) of title 5, United States Code, is amended by striking "8334(d)" and 
inserting "8334(d)(1)". 
 
(D) The second sentence of section 8342(a) of title 5, United States Code, is amended by 
inserting "or 8334(d)(2)" after "8343a". 
 
(3) The amendments made by this subsection shall be effective with respect to any 
annuity having a commencement date later than November 1, 1990. 
 
SEC. 8002. REFORMS IN THE HEALTH BENEFITS PROGRAM. 
 



(a) Hospitalization-Cost-Containment Measures. -- Section 8902 of title 5, United States 
Code, is amended by adding at the end the following: 
 
"(n) A contract for a plan described by section 8903(1), (2), or (3), or section 8903a, shall 
require the carrier -- 
 
"(1) to implement hospitalization-cost-containment measures, including measures -- 
 
"(A) for verifying the medical necessity of any proposed treatment or surgery; 
 
"(B) for determining the feasibility or appropriateness of providing services on an 
outpatient rather than on an inpatient basis; 
 
"(C) for determining the appropriate length of stay (through concurrent review or 
otherwise) in cases involving inpatient care; and 
 
"(D) involving case management, if the circumstances so warrant; and 
 
"(2) to establish incentives to encourage compliance with measures under paragraph (1).". 
 
(b) Improved Cash Management. -- Section 8909(a) of title 5, United States Code, is 
amended by adding at the end (as a flush left sentence) the following: 
 
"Payments from the Fund to a plan participating in a letter-of-credit arrangement under 
this chapter shall, in connection with any payment or reimbursement to be made by such 
plan for a health service or supply, be made only on a checks-presented basis (as defined 
under regulations of the Department of the Treasury).". 
 
(c) Exemption From State Premium Taxes. -- Section 8909 of title 5, United States Code, 
is amended by adding at the end the following: 
 
"(f)(1) No tax, fee, or other monetary payment may be imposed, directly or indirectly, on 
a carrier or an underwriting or plan administration subcontractor of an approved health 
benefits plan by any State, the District of Columbia, or the Commonwealth of Puerto 
Rico, or by any political subdivision or other governmental authority thereof, with respect 
to any payment made from the Fund. 
 
"(2) Paragraph (1) shall not be construed to exempt any carrier or underwriting or plan 
administration subcontractor of an approved health benefits plan from the imposition, 
payment, or collection of a tax, fee, or other monetary payment on the net income or 
profit accruing to or realized by such carrier or underwriting or plan administration 
subcontractor from business conducted under this chapter, if that tax, fee, or payment is 
applicable to a broad range of business activity.". 
 
(d) Improved Coordination With Medicare. -- Section 8910 of title 5, United States Code, 
is amended by adding at the end the following: 



 
"(d) The Office, in consultation with the Department of Health and Human Services, shall 
develop and implement a system through which the carrier for an approved health 
benefits plan described by section 8903 or 8903a will be able to identify those annuitants 
or other individuals covered by such plan who are entitled to benefits under part A or B 
of title XVIII of the Social Security Act in order to ensure that payments under 
coordination of benefits with Medicare do not exceed the statutory maximums which 
physicians may charge Medicare enrollees.". 
 
(e) Effective Date. -- The amendments made by this section shall be effective as of 
January 1, 1991, and shall apply with respect to contract years beginning on or after that 
date. 
 
Subtitle B -- Postal Service 
 
SEC. 8101. FUNDING OF COLAS FOR POSTAL SERVICE ANNUITANTS AND 
SURVIVOR ANNUITANTS. 
 
(a) Expanded Scope of Coverage; Change in Proration Rule. -- Section 8348(m) of title 5, 
United States Code, is amended -- 
 
(1) in paragraph (1), by striking "October 1, 1986," each place it appears and inserting 
"July 1, 1971,"; and 
 
[*H10200] (2) in paragraph (3), by striking "civilian service performed after June 30, 
1971," and inserting "service performed as an employee of the United States Postal 
Service,". 
 
(b) Repeal of Provision Relating to Certain Earlier COLAs. -- Section 4002(b) of the 
Omnibus Budget Reconciliation Act of 1989 (Public Law 101-239; 103 Stat. 2134) is 
repealed. 
 
(c) Provision Relating to Pre-1991 COLAs. -- (1) For the purpose of this subsection -- 
 
(A) the term "pre-1991 COLA" means a cost-of-living adjustment which took effect in 
any of the fiscal years specified in subparagraphs (A)-(N) of paragraph (3); 
 
(B) the term "post-1990 fiscal year" means a fiscal year after fiscal year 1990; and 
 
(C) the term "pre-1991 fiscal year" means a fiscal year before fiscal year 1991. 
 
(2) Notwithstanding any other provision of law, an installment (equal to an amount 
determined by reference to paragraph (3)) shall be payable by the United States Postal 
Service in a post- 1990 fiscal year, with respect to a pre-1991 COLA, if such fiscal year 
occurs within the 15-fiscal year period which begins with the first fiscal year in which 
that COLA took effect, subject to section 8104. 



 
(3) Notwithstanding any provision of section 8348(m) of title 5, United States Code, or 
any determination there under (including any made under such provision, as in effect 
before October 1, 1990), the estimated increase in the unfunded liability referred to in 
paragraph (1) of such section 8348(m) shall be payable, in accordance with this 
subsection, based on annual installments equal to -- 
 
(A) $6,500,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1977; 
 
(B) $7,000,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1978; 
 
(C) $10,400,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1979; 
 
(D) $20,500,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1980; 
 
(E) $26,100,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1981; 
 
(F) $28,100,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1982; 
 
(G) $30,600,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1983; 
 
(H) $5,700,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1984; 
 
(I) $19,400,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1985; 
 
(J) $7,400,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1986; 
 
(K) $8,400,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1987; 
 
(L) $38,000,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1988; 
 
(M) $36,600,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1989; and 
 



(N) $41,900,000 each, with respect to the cost-of-living adjustment which took effect in 
fiscal year 1990. 
 
(4) Any installment payable under this subsection shall be paid by the Postal Service at 
the same time as when it pays any installments due in that same fiscal year under section 
8348(m) of title 5, United States Code. 
 
(5) An installment payable under this subsection in a fiscal year, with respect to a pre-
1991 COLA, shall be in lieu of any other installment for which the Postal Service might 
otherwise be liable in such fiscal year, with respect to such COLA, under section 
8348(m) of title 5, United States Code. 
 
(d) Effective Date. -- This section and the amendments made by this section shall take 
effect on October 1, 1990. 
 
SEC. 8102. FUNDING OF HEALTH BENEFITS FOR POSTAL SERVICE RETIREES 
AND SURVIVORS OF POSTAL SERVICE EMPLOYEES OR RETIREES. 
 
(a) Expanded Scope of Coverage. -- Section 8906(g)(2) of title 5, United States Code, is 
amended by striking "October 1, 1986," each place it appears and inserting "July 1, 
1971,". 
 
(b) Contributions To Be Prorated. -- Section 8906(g)(2) of title 5, United States Code, as 
amended by subsection (a), is further amended -- 
 
(1) by striking "(2)" and inserting "(2)(A)"; and 
 
(2) by adding at the end the following: 
 
"(B) In determining any amount for which the Postal Service is liable under this 
paragraph, the amount of the liability shall be prorated to reflect only that portion of total 
service which is attributable to service performed (by the former postal employee or by 
the deceased individual referred to in subparagraph (A), as the case may be) as an 
employee of the United States Postal Service, as estimated by the Office of Personnel 
Management.". 
 
(c) Effective Date. -- The amendments made by this section shall take effect on October 
1, 1990, and shall apply with respect to amounts payable for periods beginning on or after 
that date. 
 
SEC. 8103. PAYMENTS RELATING TO AMOUNTS WHICH WOULD HAVE BEEN 
DUE BEFORE FISCAL YEAR 1987. 
 
(a) Definition. -- For the purpose of this section, the term "pre-1987 fiscal year" means a 
fiscal year before fiscal year 1987. 
 



(b) For Past Retirement COLAs. -- As payment for any amounts which would have been 
due in any pre-1987 fiscal year under the provisions of section 8348(m) of title 5, United 
States Code (as amended by section 8101) if such provisions had been in effect as of July 
1, 1971, the United States Postal Service shall pay into the Civil Service Retirement and 
Disability Fund – 
 
(1) $253,300,000, not later than September 30, 1991; 
 
(2) $566,200,000, not later than September 30, 1992; 
 
(3) $548,600,000, not later than September 30, 1993; 
 
(4) $530,200,000, not later than September 30, 1994; and 
 
(5) $510,900,000, not later than September 30, 1995. 
 
(c) For Past Health Benefits. -- As payment for any amounts which would, for any period 
ending before the start of fiscal year 1987, have been payable under the provisions of 
section 8906(g)(2) of title 5, United States Code (as amended by section 8102) if such 
provisions had been in effect as of July 1, 1971, the United States Postal Service shall pay 
into the Employees Health Benefits Fund -- 
 
(1) $88,900,000, not later than September 30, 1991; 
 
(2) $198,700,000, not later than September 30, 1992; 
 
(3) $192,600,000, not later than September 30, 1993; 
 
(4) $186,100,000, not later than September 30, 1994; and 
 
(5) $179,300,000, not later than September 30, 1995. 
 
SEC. 8104. TERMINATION OF CONTRIBUTION REQUIREMENTS. 
 
(a) Retirement COLAs. -- Section 8348(m) of title 5, United States Code, and section 
8101(c) shall cease to be effective at the close of the fiscal year ending on September 30, 
1995, and the United States Postal Service shall not be liable for any amount which 
would first have come due under such section 8348(m) or section 8101(c) after that date. 
 
(b) Health Benefits. -- The provisions of section 8906(g)(2) of title 5, United States Code, 
shall not be effective with respect to any amount which (but for this subsection) would 
otherwise have been payable under such provisions for any period beginning after 
September 30, 1995. 
 
SEC. 8105. TREATMENT OF CONTRIBUTION REQUIREMENTS FOR POSTAL 
RATEMAKING PURPOSES. 



 
(a) Definitions. -- For the purpose of this section -- 
 
(1) the term "total estimated costs" has the meaning given such term by section 3621 of 
title 39, United States Code; 
 
(2) the term "pre-1992 fiscal year" means a fiscal year before fiscal year 1992; and 
 
(3) the term "amount required to be paid by the United States Postal Service pursuant to 
the Omnibus Budget Reconciliation Act of 1990" means an amount payable under 
section 8348(m) or section 8906(g)(2) of title 5, United States Code (as amended by this 
title), section 8101(c), or section 8103. 
 
(b) Rules. -- (1) In making a recommended decision under section 3624 of title 39, 
United States Code, with respect to a request which was made under section 3622 of such 
title and which is pending as of the date of enactment of this Act, the Postal Rate 
Commission shall be governed by the following: 
 
(A) Any amount required to be paid by the United States Postal Service pursuant to the 
Omnibus Budget Reconciliation Act of 1990 in fiscal year 1992 -- 
 
(i) shall be treated as a separate and distinct addition to the total estimated costs for such 
fiscal year; and 
 
(ii) shall not result in the diminution of any other amount which is part of the total 
estimated costs for such fiscal year. 
 
(B) Any amount required to be paid by the United States Postal Service pursuant to the 
Omnibus Budget Reconciliation Act of 1990 in a pre-1992 fiscal year shall be taken into 
account to the same extent and in the same manner as any other cost (comprising part of 
the total estimated costs) incurred by the Postal Service in that same fiscal year. 
 
(C) The deadline by which the Postal Rate Commission must transmit its recommended 
decision to the Governors shall be the same as would otherwise apply if this section had 
not been enacted. 
 
(2) Any recommended decision under section 3624 of title 39, United States Code, 
subsequent to the one as to which paragraph (1) applies, and which relates to a request 
under section 3622(a) of such title, shall be made in a manner consistent with the 
requirements of paragraph (1). 
 
Subtitle A -- Coordination 
 
SEC. 8201. COORDINATION. 
 



For purposes of section 202 of the Balanced Budget and Emergency Deficit 
Reaffirmation Act of 1987, this title and the amendments made by this title shall be 
considered an exception under subsection (b) of such section. 
 
[*H10201] TITLE IX -- PUBLIC WORKS AND TRANSPORTATION 
 
Subtitle A -- Surface Transportation 
 
SEC. 9001. SHORT TITLE. 
 
This subtitle may be cited as the "Surface Transportation Reconciliation Act of 1990". 
 
SEC. 9002. SUPPLEMENTAL ALLOCATION FOR FISCAL YEAR 1991. 
 
(a) Authorization of Appropriations. -- For the purpose of carrying out the provisions of 
title 23, United States Code, there is authorized to be appropriated out of the Highway 
Trust Fund (other than the Mass Transit Account) for fiscal year 1991 an amount equal to 
the estimated tax payments which will be deposited into the Highway Trust Fund (other 
than the Mass Transit Account) in such fiscal year as a result of any increases in the 
motor fuel taxes through implementation of the amendments made by this Act to the 
Internal Revenue Code of 1986. 
 
(b) Applicability of Certain Set-Asides and Deductions. -- Funds authorized to be 
appropriated to carry out this section shall be subject to the set-asides and deductions 
referred to in sections 104(a), 104(f), and 307(d) of title 23, United States Code. 
 
(c) Allocation. -- On the date of the enactment of this Act or as soon as possible 
thereafter, the Secretary of Transportation shall allocate the funds authorized to be 
appropriated by this section which are remaining after the set-asides and deductions are 
made pursuant to subsection (b) so that each State is allocated an amount equal to such 
remaining funds multiplied by the ratio of -- 
 
(1) the estimated tax payments attributable to highway users in the State which will be 
deposited into the Highway Trust Fund (other than the Mass Transit Account) in fiscal 
year 1991 as a result of any increases in the motor fuel taxes through implementation of 
the amendments made by this Act to the Internal Revenue Code of 1986, to 
 
(2) the estimated tax payments attributable to highway users in all States which will be 
deposited into such Fund as a result of such increases. 
 
(d) Applicability of Title 23; Project Eligibility. -- Funds allocated under this section shall 
be available for obligation in the same manner as if such funds were apportioned under 
chapter 1 of title 23, United States Code, except that such funds shall be available for 
obligation for fiscal year 1991 and the 3 succeeding fiscal years. Such funds may be 
obligated only for Interstate highway substitute, primary, secondary, Interstate, urban, 
bridge replacement and rehabilitation, hazard elimination, and rail-highway crossing 



projects. Such projects shall be subject to all requirements which would apply to such 
projects if they were being carried out under such title. 
 
(e) Treatment for Purposes of Distribution of Obligation Authority. -- Sums allocated 
pursuant to this section shall not be considered to be sums allocated for purposes of 
section 105(c) of the Federal-Aid Highway Act of 1987 and any other provision of law 
distributing obligation authority for Federal-aid highways and highway safety 
construction. 
 
(f) State Defined. -- For purposes of this section, the term "State" has the meaning such 
term has under section 101 of title 23, United States Code. 
 
(g) Conforming Amendment. -- Section 157(a)(3) of title 23, United States Code, is 
amended by inserting after "(except" the following: "supplemental allocations under 
section 9002 of the Surface Transportation Reconciliation Act of 1990 and". 
 
SEC. 9003. SUPPLEMENTAL HIGHWAY PROGRAM FOR FISCAL YEARS 1992-
1995. 
 
(a) Authorization of Appropriations. -- For the purpose of carrying out the provisions of 
title 23, United States Code, there is authorized to be appropriated out of the Highway 
Trust Fund (other than the Mass Transit Account) per fiscal year for each of fiscal years 
1992, 1993, 1994, and 1995 an amount equal to the estimated tax payments which will be 
deposited into the Highway Trust Fund (other than the Mass Transit Account) in such 
fiscal year as a result of any increases in the motor fuel taxes through implementation of 
the amendments made by this Act to the Internal Revenue Code of 1986. 
 
(b) Requirement of Reauthorization of Highway Construction Programs. -- Funds 
authorized to be appropriated by this section may only be obligated and apportioned or 
allocated in accordance with an Act which is approved after the date of the enactment of 
this Act and authorizes Federal aid highway and highway safety construction programs 
after September 30, 1991. 
 
SEC. 9004. SUPPLEMENTAL MASS TRANSIT PROGRAM FOR FISCAL YEAR 
1991. 
 
(a) Authorization of Appropriations. -- Section 21(a) of the Urban Mass Transportation 
Act of 1964 (49 U.S.C. App. 1617(a)) is amended by inserting after paragraph (2) the 
following new paragraph: 
 
"(3) In addition to the amounts set forth in paragraph (1), there shall be available for 
fiscal year 1991 from the Mass Transit Account of the Highway Trust Fund only to carry 
out construction projects under sections 9 and 18 an amount equal to the estimated tax 
payments which will be deposited into such Account in fiscal year 1991 as a result of any 
increases in the motor fuels tax through implementation of the amendments made to the 



Internal Revenue Code of 1986 by the Omnibus Budget Reconciliation Act of 1990, to 
remain available until expended.". 
 
(b) Contract Authority. -- Section 21(c)(2) of such Act is amended by inserting ", (a)(3)," 
after "(a)(2)". 
 
(c) Rural Program. -- Section 21(e) of such Act is amended by inserting after "(a)(1)" the 
following: ", (a)(3),". 
 
SEC. 9005. SUPPLEMENTAL MASS TRANSIT PROGRAM FOR FISCAL YEARS 
1992-1995. 
 
(a) Authorization of Appropriations. -- For purposes of carrying out the provisions of the 
Urban Mass Transportation Act of 1964, there is authorized to be appropriated out of the 
Mass Transit Account of the Highway Trust Fund per fiscal year for each of fiscal years 
1992, 1993, 1994, and 1995 an amount equal to the estimated tax payments which will be 
deposited into such Account in such fiscal year as a result of any increases in the motor 
fuel taxes through implementation of the amendments made by this Act to the Internal 
Revenue Code of 1986. 
 
(b) Reauthorization Requirement. -- Funds authorized to be appropriated by this section 
may only be obligated and allocated in accordance with an Act which is approved after 
the date of the enactment of this Act and authorizes the Urban Mass Transportation Act 
of 1964 after September 30, 1991. 
 
(c) Contract Authority. -- Notwithstanding any other provision of law, approval by the 
Secretary of Transportation of a grant with funds authorized to be appropriated by this 
section shall be deemed a contractual obligation of the United States for payment of the 
Federal share of the cost of the project. 
 
SEC. 9006. DISADVANTAGED BUSINESS ENTERPRISES. 
 
Section 106(c)(1) of the Surface Transportation and Uniform Relocation Assistance Act 
of 1987 is amended by inserting before "or obligated under" the following: "or the 
Surface Transportation Reconciliation Act of 1990". 
 
SEC. 9007. NONAPPLICABILITY OF OBLIGATION LIMITATIONS. 
 
Obligation limitations for Federal-aid highways and highway safety construction and 
urban mass transportation programs established by this Act or any Act approved before, 
on, or after the date of the enactment of this Act shall not apply to obligations made under 
this subtitle (including the amendments made by this subtitle), except where the provision 
of law establishing such limitation specifically amends or limits the applicability of this 
section. 
 
SEC. 9008. HOLD HARMLESS BUDGETARY TREATMENT. 



 
For fiscal years 1991, 1992, 1993, 1994, and 1995, the baselines and domestic 
appropriations cap shall be held harmless for the budget authority and outlays associated 
with spending attributable to the increase in deposits into the Highway Trust Fund 
(including the Mass Transit Account) as a result of any increases in the motor fuels tax 
through implementation of the amendments made to the Internal Revenue Code of 1986 
by this Act. 
 
Subtitle B -- Aviation Safety and Capacity Expansion 
 
SEC. 9101. SHORT TITLE; TABLE OF CONTENTS. 
 
(a) Short Title. -- This subtitle may be cited as the "Aviation Safety and Capacity 
Expansion Act of 1990". 
 
(b) Table of Contents. -- 
 
Sec. 9101. Short title; table of contents. 
 
Sec. 9102. Construction of firefighting training facilities. 
 
Sec. 9103. Declaration of policy. 
 
Sec. 9104. Airport improvement program. 
 
Sec. 9105. Airway improvement program. 
 
Sec. 9106. FAA operations. 
 
Sec. 9107. Operation and maintenance of aviation system. 
 
Sec. 9108. Weather service. 
 
Sec. 9109. Military airport program. 
 
Sec. 9110. Passenger facility charges. 
 
Sec. 9111. Reduction in airport improvement program apportionments for large and 
medium hub airports imposing passenger facility charges. 
 
Sec. 9112. Use of PFC reduced apportionment funds. 
 
Sec. 9113. Small community air service program. 
 
Sec. 9114. State block grant pilot program. 
 



 
Sec. 9115. Auxiliary flight service station program. 
 
Sec. 9116. Airport and airway improvements for the Virgin Islands. 
 
Sec. 9117. Engine condition monitoring systems. 
 
Sec. 9118. Procurement authority. 
 
Sec. 9119. Expanded east coast plan. 
 
Sec. 9120. Transfer of format of geodetic navigation information. 
 
Sec. 9121. Authorizations of appropriations for fiscal years 1993, 1994, and 1995. 
 
Sec. 9122. Sense of Congress concerning appropriation levels. 
 
Sec. 9123. Hold harmless budgetary treatment. 
 
Sec. 9124. Severability. 
 
Sec. 9125. Buy America. 
 
Sec. 9126. Prohibition against fraudulent use of "made in America" labels. 
 
Sec. 9127. Restrictions on contract awards. 
 
[*H10202] SEC. 9102. CONSTRUCTION OF FIREFIGHTING TRAINING 
FACILITIES. 
 
Section 503(a)(2) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2202(a)(2)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (B); 
 
(2) by striking the period at the end of subparagraph (C) and inserting "; and"; and 
 
(3) by inserting after subparagraph (C) the following new subparagraph: 
 
"(D) any acquisition of land for, or work involved to construct, a burn area training 
structure on or off the airport for the purpose of providing live fire drill training for 
aircraft rescue and firefighting personnel required to receive such training by a regulation 
of the Department of Transportation, including basic equipment and minimum structures 
to support such training in accordance with standards of the Federal Aviation 
Administration.". 
 



 
SEC. 9103. DECLARATION OF POLICY. 
 
Section 502(a) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2201(a)) is amended -- 
 
(1) in paragraph (5) by inserting ", including as they may be applied between category 
and class of aircraft" after "discriminatory practices"; and 
 
(2) in paragraph (13) by inserting "and should not unjustly discriminate between 
categories and classes of aircraft" after "attempted". 
 
SEC. 9104. AIRPORT IMPROVEMENT PROGRAM. 
 
Section 505 of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 2204) 
is amended -- 
 
(1) in subsection (a) by striking "'13,816,700,000" and inserting '$13,916,700,000"; and 
 
(2) in subsection (b) by striking "September 30, 1987" and inserting "September 30, 
1992". 
 
SEC. 9105. AIRWAY IMPROVEMENT PROGRAM. 
 
(a) Renaming of Airway Plan. -- Section 504(b)(1) of the Airport and Airway 
Improvement Act of 1982 (49 U.S.C. App. 2203(b)(1)) is amended by inserting after the 
second sentence the following new sentence: "For fiscal year 1991 and thereafter, the 
revised plan shall be known as the 'Airway Capital Investment Plan'.". 
 
(b) Airway Facilities and Equipment. -- The first sentence of section 506(a)(1) of such 
Act (49 U.S.C. App. 2205(a)(1)) is amended by striking "September 30, 1981," and all 
that follows through the period and inserting the following: "September 30, 1990, 
aggregate amounts not to exceed $2,500,000,000 for fiscal year 1991 and $5,500,000,000 
for the fiscal years ending before October 1, 1992.". 
 
SEC. 9106. FAA OPERATIONS. 
 
Section 106 of title 49, United States Code, is amended by adding at the end the 
following new subsection: 
 
"(k) Authorization of Appropriations for Operations. -- There is authorized to be 
appropriated for operations of the Administration $4,088,000,000 for fiscal year 1991 and 
$4,412,600,000 for fiscal year 1992.". 
 
SEC. 9107. OPERATION AND MAINTENANCE OF AVIATION SYSTEM. 
 



(a) Elimination of Penalty. -- Section 506(c)(3)(B)(i) of the Airport and Airway 
Improvement Act of 1982 (49 U.S.C. App. 2205(c)(3)(B)(i)) is amended -- 
 
(1) by inserting "and" after "1989"; and 
 
(2) by striking "$3,770,000,000" and all that follows through "1992,". 
 
(b) Funding. -- Section 506(c) of such Act (49 U.S.C. App. 2205(c)) is amended by  
adding at the end the following new paragraph: 
 
"(4) Fiscal years 1991-1992. -- The amount appropriated from the Trust Fund for the 
purposes of clauses (A) and (B) of paragraph (1) of this subsection for each of fiscal 
years 1991 and 1992 may not exceed -- 
 
"(A) 75 percent of the amount of funds made available under section 505, subsections (a) 
and (b) of this section, and section 106(k) of title 49, United States Code, for such fiscal 
year; less 
 
"(B) the amount of funds made available under section 505 and subsections (a) and (b) of 
this section for such fiscal year.". 
 
SEC. 9108. WEATHER SERVICE. 
 
The second sentence of section 506(d) of the Airport and Airway Improvement Act of 
1982 (49 U.S.C. App. 2205(d)) is amended -- 
 
(1) by striking "and" the first place it appears and inserting a comma; and 
 
(2) by inserting before the period the following: ", $34,521,000 for fiscal year 1991, and 
$35,389,000 for fiscal year 1992". 
 
SEC. 9109. MILITARY AIRPORT PROGRAM. 
 
(a) Declaration of Policy. -- Section 502(a) of the Airport and Airway Improvement Act 
of 1982 (49 U.S.C. App. 2201(a)) is further amended -- 
 
(1) by striking "and" at the end of paragraph (12); 
 
(2) by striking the period at the end of paragraph (13) and inserting "; and"; and 
 
(3) by adding at the end the following: 
 
"(14) special emphasis should be placed on the conversion of appropriate former military 
air bases to civil use and on the identification and improvement of additional joint-use 
facilities.". 
 



(b) Set-Aside. -- Section 508(d) of such Act (49 U.S.C. App. 2204(d)) is amended by 
striking paragraph (5) and inserting the following: 
 
"(5) Military airport set-aside. -- Not less than 1.5 percent of the funds made available 
under section 505 in each of fiscal years 1991 and 1992 shall be distributed during such 
fiscal year to sponsors of current or former military airports designated by the Secretary 
under subsection (f) for the purpose of developing current and former military airports to 
improve the capacity of the national air transportation system. 
 
"(6) Reallocation. -- If the Secretary determines that he will not be able to distribute the 
amount of funds required to be distributed under paragraph (1), (2), (3), (4), or (5) of this 
subsection for any fiscal year because the number of qualified applications submitted in 
compliance with this title is insufficient to meet such amount, the portion of such amount 
the Secretary determines will not be distributed shall be available for obligation during 
such fiscal year for other airports and for other purposes authorized by section 505 of this 
title.". 
 
(c) Designation of Former Military Airports. -- Section 508 of such Act is further 
amended by adding at the end the following new subsection: 
 
"(f) Designation of Current or Former Military Airports. -- 
 
"(1) Designation. -- The Secretary shall designate not more than 8 current or former 
military airports for participation in the grant program established under subsection (d)(5) 
and this subsection. At least 2 such airports shall be designated within 6 months after the 
date of the enactment of this subsection and the remaining airports shall be designated for 
participation no later than September 30, 1992. 
 
"(2) Survey. -- The Secretary shall conduct a survey of current and former military 
airports to identify which ones have the greatest potential to improve the capacity of the 
national air transportation system. The survey shall also identify the capital development 
needs of such airports in order to make them part of the national air transportation system 
and shall identify which capital development needs are eligible for grants under section 
505. The survey shall be completed by September 30, 1991. 
 
"(3) Limitation. -- In selecting airports for participation in the program established under 
subsection (d)(5) and this subsection and in conducting the survey under paragraph (2), 
the Secretary shall consider only those current or former military airports whose 
conversion in whole or in part to civilian commercial or reliever airport as part of the 
national air transportation system would enhance airport and air traffic control system 
capacity in major metropolitan areas and reduce current and projected flight delays. 
 
"(4) Period of eligibility. -- An airport designated by the Secretary under this subsection 
shall remain eligible to participate in the program under subsection (d)(5) and this 
subsection for the 5 fiscal years following such designation. An airport that does not 
attain a level of enplaned passengers during such 5 fiscal year period which qualifies it as 



a small hub airport as defined as of January 1, 1990, or reliever airport may be 
redesignated by the Secretary for participation in the program for such additional fiscal 
years as may be determined by the Secretary. 
 
"(5) Additional funding. -- Notwithstanding the provisions of section 513(b), not to 
exceed $5,000,000 per airport of the sums to be distributed at the discretion of the 
Secretary under section 507(c) for any fiscal year may be used by the sponsor of a current 
or former military airport designated by the Secretary under this subsection for 
construction, improvement, or repair of terminal building facilities, including terminal 
gates used by aircraft for enplaning and deplaning revenue passengers. Under no 
circumstances shall any gates constructed, improved, or repaired with Federal funding 
under this paragraph be subject to long-term leases for periods exceeding 10 years or 
majority in interest clauses.". 
 
SEC. 9110. PASSENGER FACILITY CHARGES. 
 
Section 1113 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1513) is amended -- 
 
(1) in subsection (a) by inserting "except as provided in subsection (e) and" before 
"except that"; and 
 
(2) by adding at the end the following new subsection: 
 
"(e) Authority for Imposition of Passenger Facility Charges. -- 
 
"(1) In general. -- Subject to the provisions of this subsection, the Secretary may grant a 
public agency which controls a commercial service airport authority to impose a fee of 
$1.00, $2.00, or $3.00 for each paying passenger of an air carrier enplaned at such airport 
to finance eligible airport-related projects to be carried out in connection with such 
airport or any other airport which such agency controls. For purposes of this subsection, 
financing an eligible airport-related project includes making payments for debt service on 
bonds and other indebtedness incurred to carry out such project. 
 
"(2) Use of revenues and relationship between fees and revenues. -- The Secretary may 
grant a public agency which controls a commercial service airport authority to impose a 
fee under this subsection to finance specific projects only if the Secretary finds, on the 
basis of an application submitted for such authority -- 
 
"(A) that the amount and duration of the proposed fee will result in revenues (including 
interest and other returns on such revenues) which do not exceed amounts necessary to 
finance the specific projects; and 
 
"(B) that each of the specific projects is an eligible airport-related project which will -- 
 
[*H10203] "(i) preserve or enhance capacity, safety, or security of the national air 
transportation system, 



 
"(ii) reduce noise resulting from an airport which is part of such system, or 
 
"(iii) furnish opportunities for enhanced competition between or among air carriers. 
 
"(3) Limitation regarding passengers of air carriers receiving essential air service 
compensation. -- If a passenger of an air carrier is being provided air service to an 
eligible point under section 419 for which compensation is being paid under such section, 
a public agency which controls any other airport may not impose a fee pursuant to this 
subsection for enplanement of such passenger with respect to such air service. 
 
"(4) Limitation regarding obligations. -- No fee may be imposed pursuant to this 
subsection for a project which is not approved by the Secretary under this subsection on 
or before September 30, 1992 -- 
 
"(A) if, during fiscal years 1991 and 1992, the amount available for obligation, in the 
aggregate, under section 505 of Airport and Airway Improvement Act of 1982 is less 
than $3,700,000,000; or 
 
"(B)(i) if, during fiscal year 1991, the amount available for obligation, in the aggregate, 
under section 419 is less than $26,600,000; or 
 
"(ii) if, during fiscal year 1992, the amount available for obligation, in the aggregate, 
under section 419 is less than $38,600,000. 
 
"(5) Two enplanements per trip limitation. -- Enplaned passengers on whom a fee may be 
imposed by a public agency pursuant to this subsection include passengers of air carriers 
originating or connecting at the commercial service airport which the agency controls. A 
fee may not be collected pursuant to this subsection from a passenger with respect to any 
enplanement of such passenger, on a one-way trip and on a trip in each direction of a 
round trip, after the second enplanement for which a fee has been collected pursuant to 
this subsection from such passenger. 
 
"(6) Treatment of revenues. -- Revenues derived from collection of a fee by a public 
agency pursuant to this subsection shall not be treated as airport revenues for the 
purposes of any contract between such agency and an air carrier. 
 
"(7) Exclusivity of authority. -- No State or political subdivision or agency thereof which 
is not a public agency controlling a commercial service airport shall prohibit, limit, or 
regulate the imposition of fees by the public agency pursuant to this subsection, 
collection of such fees, or use of revenues derived therefrom. No contract between an air 
carrier and a public agency which controls a commercial service airport entered into 
before, on, or after the date of the enactment of this subsection shall affect the authority 
of the public agency to impose fees pursuant to this subsection and to use the revenues 
derived from such fees in accordance with this subsection. 
 



"(8) Nonexclusivity of contractual agreements. -- No project carried out through the use 
of a fee collected pursuant to this subsection may be subject to an exclusive long-term 
lease or use agreement of an air carrier, as defined by the Secretary by regulation. Any 
lease or use agreement of an air carrier with respect to a facility constructed or expanded 
through the use of such fee may not contain or be subject to any term or condition which 
restricts the public agency which controls the airport from funding, developing, or 
assigning new capacity at the airport.  
 
"(9) Collection and handling of fees by air carriers. -- The regulations issued by the 
Secretary to carry out this subsection shall -- 
 
"(A) require air carriers and their agents to collect fees imposed by public agencies 
pursuant to this subsection; 
 
"(B) establish procedures regarding handling and remittance of the amounts so collected; 
 
"(C) ensure that such amounts are promptly paid to the public agency for which they are 
collected less a uniform amount determined by the Secretary as reflecting average 
necessary and reasonable expenses (net of interest accruing to the air carrier and agent 
after collection and prior to remittance) incurred in the collection and handling of such 
fees; and 
 
"(D) require that the amount of fees collected pursuant to this subsection with respect to 
any air transportation be noted on the ticket for such air transportation. 
 
"(10) Application process. -- 
 
"(A) Submission. -- A public agency which controls a commercial service airport and is 
interested in imposing a fee pursuant to this subsection shall submit to the Secretary an 
application for authority to impose such fee. 
 
"(B) Content. -- An application submitted under this paragraph shall contain such 
information and be in such form as the Secretary may require by regulation. 
 
"(C) Opportunity for consultation. -- Before submission of an application under this 
paragraph, the public agency must provide reasonable notice to, and an opportunity for 
consultation with, air carriers operating at the airport. 
 
"(D) Notice and opportunity for comment. -- After receiving an application under this 
paragraph, the Secretary shall provide notice and an opportunity for comment by air 
carriers and other interested persons concerning such application. 
 
"(E) Approval. -- A fee may only be imposed pursuant to this subsection if the Secretary 
approves an application granting authority for the imposition of such fee. Not later than 
120 days after the date of receipt of such an application, the Secretary shall make a final 
decision regarding approval of such application. 



 
"(11) Recordkeeping and audits. -- 
 
"(A) With respect to collection of fees. -- The Secretary shall issue regulations requiring 
such recordkeeping and auditing of accounts maintained by an air carrier and any agency 
thereof which is collecting a fee imposed pursuant to this subsection and by the public 
agency which is imposing such fee as may be necessary to ensure compliance with this 
subsection. 
 
"(B) With respect to use of revenues. -- The Secretary shall periodically audit and review 
the use by a public agency which controls an airport of revenues derived from a fee 
imposed pursuant to this subsection. Upon such review and after a public hearing, the 
Secretary may terminate the authority of such agency to impose such fee, in whole or in 
part, to the extent the Secretary determines that revenues derived therefrom are not being 
used in accordance with this subsection. 
 
"(C) Set-off. -- If the Secretary determines that a fee imposed pursuant to this subsection 
is excessive or that the revenues derived from such fee are not being used in accordance 
with this subsection, the Secretary may set off such amounts as may be necessary to 
ensure compliance with this subsection against amounts otherwise payable to the public 
agency under the Airport and Airway Improvement Act of 1982. 
 
"(12) Terms and conditions. -- Authority granted to impose a fee pursuant to this 
subsection shall be subject to such terms and conditions as the Secretary may establish to 
carry out the objectives of this subsection. 
 
"(13) Issuance of regulations. -- Not later than 180 days after the date of the enactment of 
this subsection, the Secretary shall issue such regulations as may be necessary to carry 
out this subsection. Such regulations may prescribe the time and form by which a fee 
imposed pursuant to this subsection shall take effect. 
 
"(14) Definitions. -- For purposes of this subsection, the following definitions apply: 
 
"(A) Air carrier. -- The term 'air carrier' includes a foreign air carrier. 
 
"(B) Airport, commercial service airport, and public agency. -- The terms 'airport', 
'commercial service airport', and 'public agency' have the meaning such terms have under 
section 503 of the Airport and Airway Improvement Act of 1982. 
 
"(C) Eligible airport-related project. -- The term 'eligible airport-related project' means -- 
 
"(i) a project for airport development under the Airport and Airway Improvement Act of 
1982; 
 
"(ii) a project for airport planning under such Act; 
 



 
"(iii) a project for terminal development described in section 513(b) of such Act; 
 
"(iv) a project for airport noise capability planning under section 103(b) of the Aviation 
Safety and Noise Abatement Act of 1979; 
 
"(v) a project to carry out noise compatibility measures which are eligible for assistance 
under section 104 of the Aviation Safety and Noise Abatement Act of 1979 without 
regard to whether or not a program has been approved for such measures under such 
section; and 
 
"(vi) a project for construction of gates and related areas at which passengers are 
enplaned or deplaned. 
 
"(D) Secretary. -- The term 'Secretary' means the Secretary of Transportation.". 
 
SEC. 9111. REDUCTION IN AIRPORT IMPROVEMENT PROGRAM 
APPORTIONMENTS FOR LARGE AND MEDIUM HUB AIRPORTS IMPOSING 
PASSENGER FACILITY CHARGES. 
 
Section 507(b) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2206(b)) is amended by adding at the end the following new paragraph: 
 
"(7) Reduction in apportionments to certain large and medium hubs. -- 
 
"(A) General rule. -- The amount which, but for this paragraph, would be apportioned 
under this section for a fiscal year to a sponsor of an airport that annually has 0.25 
percent or more of the total annual enplanements in the United States and for which a fee 
is imposed in such fiscal year pursuant to section 1113(e) of the Federal Aviation Act of 
1958 shall be reduced by an amount equal to 50 percent of the projected revenues derived 
from such fee in such fiscal year. 
 
"(B) Limitation. -- The maximum reduction in an apportionment to a sponsor of an 
airport as a result of this paragraph in a fiscal year shall be 50 percent of the amount 
which, but for this paragraph, would be apportioned to such airport under this section.". 
 
SEC. 9112. USE OF PFC REDUCED APPORTIONMENT FUNDS. 
 
(a) Addition of Funds to Existing Discretionary Fund. -- Section 507(c)(1) of the Airport 
and Airway Improvement Act of 1982 (49 U.S.C. App. 2206(c)(1)) is amended by 
inserting after the first sentence the following new sentence: "Twenty-five percent of the 
amounts which are not apportioned under this section as a result of subsection (b)(7) 
[*H10204] shall be added to such discretionary fund.". 
 



(b) Small Airport Fund. -- Section 507 of such Act is amended by redesignating 
subsections (d) and (e), and any references thereto, as subsections (e) and (f), 
respectively, and by inserting after subsection (c) the following new subsection: 
 
"(d) Small Airport Fund. -- 
 
"(1) Establishment. -- Seventy-five percent of the amounts which are not apportioned 
under this section as a result of subsection (b)(7) shall constitute a small airport fund to 
be distributed at the discretion of the Secretary. 
 
"(2) Set-aside for general aviation airports. -- One-third of the amounts in the small 
airport fund established by this subsection and distributed by the Secretary under this 
subsection in a fiscal year shall be used for making grants to sponsors of public-use 
airports (other than commercial service airports) for any purpose for which funds are 
made available under section 505. 
 
"(3) Set-aside for nonhub airports. -- Two-thirds of the amounts in the small airport fund 
established by this subsection and distributed by the Secretary under this subsection in a 
fiscal year shall be used for making grants to sponsors of commercial service airports 
each of which annually has less than 0.05 percent of the total annual enplanements in the 
United States for any purpose for which funds are made available under section 505.". 
 
(c) Prohibition on Reduced Funding. -- It is the sense of Congress that the Secretary 
should not reduce funding under the discretionary fund established under section 507(c) 
of the Airport and Airway Improvement Act of 1982 for small commercial service and 
general aviation airports as a result of additional funds made available to such airports 
under this section, including amendments made by this section. 
 
SEC. 9113. SMALL COMMUNITY AIR SERVICE PROGRAM. 
 
(a) Definition of Eligible Point. -- Section 419(a) of the Federal Aviation Act of 1958 (49 
U.S.C. App. 1389(a)) is amended to read as follows: 
 
"(a) Eligible Point Defined. -- 
 
"(1) General rule. -- For purposes of this section, the term 'eligible point' means any point 
in the United States -- 
 
"(A) which was defined as an eligible point under this section as in effect before October 
1, 1988; 
 
"(B) which received scheduled air transportation at any time after January 1, 1990; and 
 
"(C) which is not listed in the Department of Transportation Orders 89-9-37 and 89-12-52 
as being a point no longer eligible for compensation under this section. 
 



"(2) Limitation on use of per passenger subsidy. -- The Secretary may not determine that 
a point described in paragraph (1) is not an eligible point on the basis of the per passenger 
subsidy at the point or on any other basis not specifically set forth in this section.". 
 
(b) Funding. -- 
 
(1) In general. -- Section 419 of such Act is amended by redesignating subsection (1), and 
any reference thereto, as subsection (m) and by inserting after subsection (k) the 
following new subsection: 
 
"(l) Funding. -- 
 
"(1) Contract authority. -- The Secretary is authorized to enter into agreements and to 
incur obligations from the Airport and Airway Trust Fund for the payment of 
compensation under this section. Approval by the Secretary of such an agreement shall be 
deemed a contractual obligation of the United States for payment of the Federal share of 
such compensation. 
 
"(2) Amounts available. -- There shall be available to the Secretary from the Airport and 
Airway Trust Fund to incur obligations under this section $38,600,000 per fiscal year for 
each of fiscal years 1992, 1993, 1994, 1995, 1996, 1997, and 1998. Such amounts shall 
remain available until expended.". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall take effect October 1, 
1991. 
 
(c) Conforming Amendments. -- Section 333 of Public Law 100-457 and section 325(a) 
of Public Law 101-164 are repealed. 
 
SEC. 9114. STATE BLOCK GRANT PILOT PROGRAM. 
 
Section 534 of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 2227) 
is amended -- 
 
(1) in subsection (a) by striking "1991" and inserting "1992"; and 
 
(2) in subsection (d) by striking "not later than 90 days before its scheduled termination" 
and inserting "not later than January 31, 1992". 
 
SEC. 9115. AUXILIARY FLIGHT SERVICE STATION PROGRAM. 
 
(a) General Rule. -- The Secretary of Transportation shall develop and implement a 
system of manned auxiliary flight service stations. The auxiliary flight service stations 
shall supplement the services of the planned consolidation to 61 automated flight service 
stations under the flight service station modernization program. Auxiliary flight service 



stations shall be located in areas of unique weather or operational conditions which are 
critical to the safety of flight. 
 
(b) Report to Congress. -- Not later than 180 days after the date of the enactment of this 
Act, the Secretary of Transportation shall report to Congress with the plan and schedule 
for implementation of this section. 
 
SEC. 9116. AIRPORT AND AIRWAY IMPROVEMENTS FOR THE VIRGIN 
ISLANDS. 
 
(a) Air Space Study. -- The Administrator of the Federal Aviation Administration shall 
conduct an air space study of the Caribbean and Miami air traffic control regions for the 
purpose of determining methods of improving air safety and report to Congress the 
results of such study. 
 
(b) Operations of Airport Towers for St. Thomas and St. Croix. -- The Administrator may 
not enter into contracts with private persons for operation of the airport control towers for 
St. Thomas and St. Croix, Virgin Islands, before the 30th day following the date on 
which a report is submitted to Congress under subsection (a). 
 
(c) Replacement of Radar Facilities for St. Thomas. -- The Administrator shall take such 
action as may be necessary to ensure that the radar facilities for the airport on St. 
Thomas, Virgin Islands, which were destroyed by Hurricane Hugo are replaced and 
operational by the 120th day following the date of the enactment of this Act. 
 
SEC. 9117. ENGINE CONDITION MONITORING SYSTEMS. 
 
(a) Study. -- The Administrator of the Federal Aviation Administration shall conduct a 
study of the potential use of engine condition monitoring systems on aircraft. In 
conducting such study, the Administrator shall evaluate -- 
 
(1) the availability of technology for such systems; 
 
(2) the capabilities of such systems in terms of enhancing safety and reducing 
maintenance costs associated with civil and military aircraft; 
 
(3) the commercial viability of developing computer software to enable maintenance 
workers to efficiently use data gathered by such systems; 
 
(4) the costs and benefits of using such systems as compared to engine fault detection 
methods which rely on the use of data relating to historical performance and statistical 
failure; 
 
(5) the types of aircraft engine failures which may be prevented by using such systems; 
and 
 



(6) the operational reliability of such systems. 
 
(b) Report to Congress. -- Not later than 12 months after the date of the enactment of this 
Act, the Administrator shall transmit to Congress a report containing the results of the 
study conducted pursuant to this section together with such legislative and administrative 
recommendations as the Administrator considers appropriate. 
 
SEC. 9118. PROCUREMENT AUTHORITY. 
 
(a) In General. -- Section 303 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1344) 
is amended to read as follows: 
 
"SEC. 303. PROCUREMENT AUTHORITY. 
 
"(a) Acquisition and Disposal of Property. -- Subject to subsection (b), the Administrator, 
on behalf of the United States, is authorized, where appropriate -- 
 
"(1) within the limits of available appropriations made by the Congress therefor, to 
acquire by purchase, condemnation, lease for a term not to exceed 20 years, or otherwise, 
personal property or services and real property or interests therein, including, in the case 
of air navigation facilities (including airports) owned by the United States and operated 
under the direction of the Administrator, easements through or other interests in airspace 
immediately adjacent thereto and needed in connection therewith; 
 
"(2) for adequate compensation, by sale, lease, or otherwise, to dispose of any real or 
personal property or interest therein; except that, other than for airport and airway 
property and technical equipment used for the special purposes of the Federal Aviation 
Administration, such disposition shall be made in accordance with the Federal Property 
and Administrative Services Act of 1949; and 
 
"(3) to construct, improve, or renovate laboratories and other test facilities and to 
purchase or otherwise acquire real property required therefor. 
 
"(b) Special Rules for Certain Acquisitions. -- 
 
"(1) Acquisitions by condemnation. -- Any acquisition by condemnation under subsection 
(a) may be made in accordance with the provision of the Act of August 1, 1888 (40 
U.S.C. 257; 25 Stat. 357), the Act of February 26, 1931 (40 U.S.C. 258a-258e-1; 46 Stat. 
1421), or any other applicable Act; except that, in the case of condemnations of 
easements through or other interests in airspace, in fixing condemnation awards, 
consideration may be given to the reasonable probably future use of the underlying land. 
 
"(2) Acquisitions of public buildings. -- The Administrator may, under subsection (a) 
construct or acquire by purchase, condemnation, or lease a public building, or interest in 
a public building (as defined in section 13 of the Public Buildings Act of 1959 (40 U.S.C. 
612)) only under a delegation of authority from the Administrator of General Services. 



"(c) Procurement Procedures. -- In procuring personal property or services and real 
property and interests therein under subsection (a), the Administrator may use procedures 
other than competitive procedures in circumstances which are set forth in section 303(c) 
of the Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(c)). 
 
"(d) Sole Source Approval by Administrator. -- For procurements by the Federal Aviation 
Administration, the Administrator [*H10205] shall be the senior procurement executive 
referred to in paragraph (3) of section 16 of Office of Federal Procurement Policy Act (41 
U.S.C. 414) for the purposes of approving the justification for the use of noncompetitive 
procedures required under section 303(f)(1)(B)(iii) of the Federal Property and 
Administrative Services Act of 1949 (41 U.S.C. 253(f)(1)(B)(iii)). 
 
"(e) Multiyear Service Contracts. -- 
 
"(1) In general. -- Notwithstanding section 1341(a)(1)(B) of title 31, United States Code, 
the Administrator may enter into contracts for periods of not more than 5 years for the 
following types of services (and items of supply related to such services) for which funds 
would otherwise be available for obligation only within the fiscal year for which 
appropriated -- 
 
"(A) operation, maintenance, and support of facilities and installations; 
 
"(B) operation, maintenance, or modification of aircraft, vehicles, and other highly 
complex equipment; 
 
"(C) specialized training necessitating high quality instructor skills (for example, pilot 
and aircrew members; foreign language training); and 
 
"(D) base services (for example, ground maintenance, in-plane refueling; bus 
transportation; refuse collection and disposal). 
 
"(2) Findings. -- The Administrator may enter into a contract described in paragraph (1) 
only if the Administrator finds that -- 
 
"(A) there will be a continuing requirement for the services consonant with current plans 
for the proposed contract period; 
 
"(B) the furnishing of such services will require a substantial initial investment in plant or 
equipment, or the incurrence of substantial contingent liabilities for the assembly, 
training, or transportation of a specialized workforce; and 
 
"(C) the use of such a contract will promote the best interests of the United States by 
encouraging effective competition and promoting economies in operation. 
 
"(3) Guidance principles. -- In entering into contracts described in paragraph (1), the 
Administrator shall be guided by the following principles: 



 
"(A) The portion of the cost of any plant or equipment amortized as a cost of contract 
performance should not exceed the ratio between the period of contract performance and 
the anticipated useful commercial life of such plant or equipment. Useful commercial 
life, for this purpose, means the commercial utility of the facilities rather than the 
physical life thereof, the due consideration given to such factors as location of facilities, 
specialized nature thereof, and obsolescence. 
 
"(B) Consideration shall be given to the desirability of obtaining an option to renew the 
contract for a reasonable period not to exceed 3 years, at prices not to include charges for 
plant, equipment, and other nonrecurring costs, already amortized. 
 
"(C) Consideration shall be given to the desirability of reserving in the Federal Aviation 
Administration the right, upon payment of the un-amortized portion of the cost of the 
plant or equipment, to take title thereto under appropriate circumstances. 
 
"(4) Termination. -- In the event funds are not made available for the continuation of a 
contract described in paragraph (1) into a subsequent fiscal year, the contract shall be 
canceled or terminated, and the costs of cancellation or termination may be paid from -- 
 
"(A) appropriations originally available for the performance of the contract concerned; 
 
"(B) appropriations currently available for procurement of the type of services concerned, 
and not otherwise obligated; or 
 
"(C) funds appropriated for those payments. 
 
"(f) Multiyear Property Acquisition Contracts. -- 
 
"(1) In general. -- Notwithstanding section 1341(a)(1)(B) of title 31, United States Code, 
to the extent that funds are otherwise available for obligation, the Administrator may 
make multiyear contracts (other than contracts described in paragraph (6)) for the 
purchase of property, whenever the Administrator finds -- 
 
"(A) that the use of such a contract will promote the safety or efficiency of the National 
Airspace System and will result in reduced total costs under the contract; 
 
"(B) that the minimum need for the property to be purchased is expected to remain 
substantially unchanged during the contemplated contract period in terms of production 
rate, procurement rate, and total quantities; 
 
"(C) that there is a reasonable expectation that throughout the contemplated contract 
period the Administrator will request funding for the contract at the level required to 
avoid contract cancellation; 
 



"(D) that there is a stable design for the property to be acquired and that the technical 
risks associated with such property are not excessive; and 
 
"(E) that the estimates of both the cost of the contract and the anticipated cost avoidance 
through the use of a multiyear contract are realistic. 
 
"(2) Regulations. -- 
 
"(A) General rule. -- The Administrator shall issue regulations for acquisition of property 
under this subsection to promote the use of multiyear contracting as authorized by 
paragraph (1) in a manner that will allow the most efficient use of multiyear contracting. 
 
"(B) Cancellation provisions. -- The regulations issued under this paragraph may provide 
for cancellation provisions in multiyear contracts described in paragraph (1) to the extent 
that such provisions are necessary and in the best interests of the United States. Such 
cancellation provisions may include consideration of both recurring and nonrecurring 
costs of the contractor associated with the production of the items to be delivered under 
the contract. 
 
"(C) Broadening industrial base. -- In order to broaden the aviation industrial base, the 
regulations issued under this paragraph shall provide that, to the extent practicable -- 
 
"(i) multiyear contracting under paragraph (1) shall be used in such a manner as to seek, 
retain, and promote the use under such contracts of companies that are subcontractors, 
vendors, or suppliers; and 
 
"(ii) upon accrual of any payment or other benefit under such a multiyear contract to any 
subcontract, vendor, or supplier company participating in such contractor, such payment 
or benefit shall be delivered to such company in the most expeditious manner practicable. 
 
"(D) Protection of federal interests. -- The regulations issued under this paragraph shall 
also provide that, to the extent practicable, the administration of this subsection, and of 
the regulations issued under this subsection, shall not be carried out in a manner to 
preclude or curtail the existing ability of the Federal Aviation Administration to -- 
 
"(i) provide for competition in the production of items to be delivered under such a 
contract; or 
 
"(ii) provide for termination of a prime contract the performance of which is deficient 
with respect to cost, quality, or schedule. 
 
"(3) Special rule for contracts with high cancellation ceiling. -- Before any contract 
described in paragraph (1) that contains a clause setting forth a cancellation ceiling in 
excess of $100,000,000 may be awarded, the Administrator shall give written notification 
of the proposed contract and of the proposed cancellation ceiling for that contract to the 
Committee on Commerce, Science, and Transportation of the Senate and the Committee 



on Public Works and Transportation of the House of Representatives, and such contract 
may not then be awarded until the end of a period of 30 days beginning on the date of 
such notification. 
 
"(4) Advance procurement. -- Contracts made under this subsection may be used for the 
advance procurement of components, parts, and materials necessary to the manufacture 
of equipment to be used in the National Airspace System, and contracts may be made 
under this subsection for such advance procurement, if feasible and practicable, in order 
to achieve economic-lot purchases and more efficient production rates. 
 
"(5) Termination. -- In the event funds are not made available for the continuation of a 
contract made under this subsection into a subsequent fiscal year, the contract shall be 
canceled or terminated, and the costs of cancellation or termination may be paid from -- 
 
"(A) appropriations originally available for the performance of the contract concerned; 
 
"(B) appropriations currently available for procurement of the type of property 
concerned, and not otherwise obligated; or 
 
"(C) funds appropriated for those payments. 
 
"(6) Limitation on applicability. -- This subsection does not apply to contracts for the 
construction, alteration, or major repair or improvements to real property or contracts for 
the purchase of property to which section 111 of the Federal Property and Administrative 
Services Act of 1949 (40 U.S.C. 759) applies. 
 
"(7) Multiyear contract defined. -- For the purposes of this subsection, a multiyear 
contract is a contract for the purchase of property or services for more than 1, but not 
more than 5, fiscal years. Such a contract may provide that performance under the 
contract during the second and subsequent years of the contract is contingent upon the 
appropriation of funds and (if it does so provide) may provide for a cancellation payment 
to be made to the contractor if such appropriations are not made. 
 
"(8) Price options. -- The Administrator may incorporate into a proposed multiyear 
contract negotiated priced options for varying the quantities of end items to be procured 
over the period of the contract.". 
 
(b) Conforming Amendment. -- The portion of the table of contents contained in the first 
section of such Act relating to section 303 is amended to read as follows: 
 
"Sec. 303. Procurement authority. 
 
"(a) Acquisition and disposal of property. 
 
"(b) Special rules for acquisitions. 
 



 
"(c) Procurement procedures. 
 
"(d) Sole source approval by Administrator. 
 
"(e) Multiyear service contracts. 
 
"(f) Multiyear property acquisition contracts.". 
 
SEC. 9119. EXPANDED EAST COAST PLAN. 
 
(a) Environmental Impact Statement. -- Not later than 180 days after the date of the 
enactment of this Act, the Administrator of the Federal Aviation Administration shall 
issue an environmental impact statement pursuant to the National Environmental 
[*H10206] Policy Act of 1969 on the effects of changes in aircraft flight patterns over the 
State of New Jersey caused by implementation of the Expanded East Coast Plan. 
 
(b) Air Safety Investigation. -- Not later than 180 days after the date of the enactment of 
this Act, the Administrator shall conduct an investigation to determine the effects on air 
safety of changes in aircraft flight patterns over the State of New Jersey caused by 
implementation of the Expanded East Coast Plan. 
 
(c) Report to Congress. -- Not later than 180 days after the date of the enactment of this 
Act, the Administrator shall transmit to Congress a report containing the results of the 
environmental impact statement and investigation conducted pursuant to this section. 
Such report shall also contain such recommendations for modification of the Expanded 
East Coast Plan as the Administrator considers appropriate or an explanation of why 
modification of such plan is not appropriate. 
 
(d) Implementation of Modifications. -- Not later than 1 year after the date of the 
enactment of this Act, the Administrator shall implement modifications to the Expanded 
East Coast Plan recommended under subsection (c). 
 
SEC. 9120. TRANSFER OF FORMAT OF GEODETIC NAVIGATION 
INFORMATION. 
 
Not later than 2 years after the date of the enactment of this Act, the Administrator of the 
Federal Aviation Administration and the Administrator of the National Oceanic and 
Atmospheric Administration shall complete the transfer of geodetic coordinate navigation 
information from NAD-27 format to NAD-83 format. 
 
SEC. 9121. AUTHORIZATIONS OF APPROPRIATIONS FOR FISCAL YEARS 1993, 
1994, AND 1995. 
 
For purposes of developing the safety and capacity of the national aviation system under 



programs established by sections 505 and 506 of the Airport and Airway Improvement 
Act of 1982, there are authorized to be appropriated from the Airport and Airway Trust 
Fund for each of fiscal years 1993, 1994, and 1995 amounts equal to deposits into the 
Fund in such fiscal year as a result of any increases in aviation taxes through 
implementation of the amendments made to the Internal Revenue Code of 1986 by this 
Act. 
 
SEC. 9122. SENSE OF CONGRESS CONCERNING APPROPRIATION LEVELS. 
 
It is the sense of Congress that amounts appropriated and otherwise made available from 
the Airport and Airway Trust Fund for fiscal years 1993, 1994, and 1995 shall include -- 
 
(1) the amount of deposits made into the Fund in each such year; 
 
(2) the amount of interest earned by the Fund in each such year; and 
 
(3) amounts sufficient to reduce the accumulated surplus in the Fund by $1,400,000,000 
in fiscal year 1993, $1,000,000,000 in fiscal year 1994, and $1,100,000,000 in fiscal year 
1995. 
 
SEC. 9123. HOLD HARMLESS BUDGETARY TREATMENT. 
 
For fiscal years 1993, 1994, and 1995, the baselines and domestic appropriations cap 
shall be held harmless for the budget authority and outlays associated with spending 
attributable to deposits into the Airport and Airway Trust Fund as a result of any 
increases in the aviation taxes through implementation of the amendments made to the 
Internal Revenue Code of 1986 by this Act. 
 
SEC. 9124. SEVERABILITY. 
 
If any provision of this subtitle (including an amendment made by this subtitle), or the 
application thereof to any person or circumstance, is held invalid, the remainder of this 
subtitle and the application of such provision to other persons of circumstances shall not 
be affected thereby. 
 
SEC. 9125. BUY AMERICA. 
 
(a) General Rule. -- Notwithstanding any other provision of law, the Secretary of 
Transportation shall not obligate, after the date of enactment of this Act, any funds 
authorized to be appropriated to carry out this subtitle, section 106(k) of title 49, United 
States Code, or the Airport and Airway Improvement Act of 1982 (other than section 
506(b)) for any project unless steel and manufactured products used in such project are 
produced in the United States. 
 
(b) Limitations on Applicability. -- The provisions of subsection (a) of this section shall 
not apply where the Secretary finds -- 



(1) that their application would be inconsistent with the public interest; 
 
(2) that such materials and products are not produced in the United States in sufficient 
and reasonably available quantities and of a satisfactory quality; 
 
(3) in the case of the procurement of facilities and equipment under the Airport and 
Airway Improvement Act of 1982 that (A) the cost of components and subcomponents 
which are produced in the United States is more than 60 percent of the cost of all 
components of the facility or equipment described in this paragraph, and (B) final 
assembly of the facility or equipment described in this paragraph has taken place in the 
United States; or 
 
(4) that inclusion of domestic material will increase the cost of the overall project 
contract by more than 25 percent. 
 
(c) Calculation of Components Costs. -- For purposes of this section, in calculating 
components' costs, labor costs involved in final assembly shall not be included in the 
calculation. 
 
SEC. 9126. PROHIBITION AGAINST FRAUDULENT USE OF "MADE IN 
AMERICA" LABELS. 
 
If the Secretary of Transportation determines that any person intentionally affixes a label 
bearing a "Made in America" inscription to any product sold in or shipped to the United 
States that is not made in America, the Secretary shall declare that person ineligible to 
receive a Federal contract or grant in conjunction with the issuance of any contract made 
under this subtitle for a period of not less than 3 years and not more than 5 years. The 
Secretary may bring action against such person to enforce this subsection in any United 
States district court. 
 
SEC. 9127. RESTRICTIONS ON CONTRACT AWARDS. 
 
No person or enterprise domiciled or operating under the laws of a foreign government 
may enter into a contract or subcontract made pursuant to this subtitle if that government 
unfairly maintains, in government procurement, a significant and persistent pattern or 
practice of discrimination against United States products or services which results in 
identifiable harm to United States businesses, as identified by the President pursuant to 
section 305(g)(1)(A) of the Trade Agreements Act of 1979. 
 
Subtitle C -- Federal Aviation Administration Research, Engineering, and Development 
 
SEC. 9201. SHORT TITLE; TABLE OF CONTENTS. 
 
(a) Short Title. -- This subtitle may be cited as the "Federal Aviation Administration 
Research, Engineering, and Development Authorization Act of 1990". 
 



(b) Table of Contents. -- 
 
Sec.9201.Short title. 
 
Sec.9202.Aviation research authorization of appropriations. 
 
Sec.9203.Weather services. 
 
Sec.9204.Aviation research grant and consortium program. 
 
Sec.9205.Study by the General Accounting Office of multiyear contracting authority. 
 
Sec.9206.Buy-American requirement. 
 
SEC. 9202. AVIATION RESEARCH AUTHORIZATION OF APPROPRIATIONS. 
 
Paragraph (2) of section 506(b) of the Airport and Airway Improvement Act of 1982 (49 
U.S.C. App. 2205(b)(2)) is amended by striking subparagraph (A) and all that follows 
through the period at the end of such paragraph and inserting the following: 
 
"(A) for fiscal year 1991 -- 
 
"(i) $131,800,000 solely for air traffic control projects and activities; 
 
"(ii) $19,100,000 solely for air traffic control advanced computer projects and activities; 
 
"(iii) $3,400,000 solely for navigation projects and activities; 
 
"(iv) $9,700,000 solely for aviation weather projects and activities; 
 
"(v) $16,500,000 solely for aviation medicine projects and activities; 
 
"(vi) $70,100,000 solely for aircraft safety projects and activities; and 
 
"(vii) $4,400,000 solely for environmental projects and activities; and 
 
"(B) for fiscal year 1992 -- 
 
"(i) $137,800,000 solely for air traffic control projects and activities; 
 
"(ii) $19,100,000 solely for air traffic control advanced computer projects and activities; 
 
"(iii) $3,400,000 solely for navigation projects and activities; 
 
"(iv) $9,700,000 solely for aviation weather projects and activities; 
 



"(v) $16,500,000 solely for aviation medicine projects and activities; 
 
"(vi) $76,100,000 solely for aircraft safety projects and activities; and 
 
"(vii) $5,400,000 solely for environmental projects and activities. 
 
Not less than 3 percent of the funds made available under this paragraph for a fiscal year 
shall be available to the Administrator for making grants under section 312(g) of the 
Federal Aviation Act of 1958.". 
 
SEC. 9203. WEATHER SERVICES. 
 
Section 506(d) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2205(d)) is amended by striking the second sentence and inserting the following: 
"Expenditures for the purposes of carrying out this subsection shall be limited to 
$34,521,000 for fiscal year 1991 and $35,389,000 for fiscal year 1992.". 
 
SEC. 9204. AVIATION RESEARCH GRANT AND CONSORTIUM PROGRAM. 
 
(a) In General. -- Section 312 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1353) 
is amended by adding at the end thereof the following new subsection: 
 
"(g) Research Grant and Consortium Program. -- 
 
"(1) General authority. -- The Administrator may make grants to colleges, universities, 
and nonprofit research organizations (A) to conduct aviation research, and (B) to 
establish a research consortium, consisting of regional centers of excellence for 
continuing research into areas deemed by the Administrator to be required for the long-
term growth of civil aviation. 
 
"(2) Applications. -- A university, college, or nonprofit organization interested in 
receiving a grant under this subsection may submit to the Administrator an application 
for such grant. Such application shall be in such form and contain such information as the 
Administrator may require. 
 
"(3) Selection. -- The Administrator shall establish a solicitation, review, and evaluation 
[*H10207] process that ensures (A) the funding under this subsection of proposals having 
adequate merit and relevancy to the mission of the Federal Aviation Administration, (B) 
an equitable geographical distribution of grant funds under this subsection, and (C) the 
inclusion of historically black colleges and universities and other minority institutions for 
funding consideration under this subsection. 
 
"(4) Records. -- Each person awarded a grant under this subsection shall maintain such 
records as the Administrator may require as being necessary to facilitate an effective 
audit and evaluation of the use of grant funds. 
 



"(5) Reports. -- The Administrator shall make an annual report to the Committee on 
Science, Space, and Technology of the House of Representatives and the Committee on 
Commerce, Science, and Transportation of the Senate on the research grant program 
conducted under this subsection.". 
 
(b) Conforming Amendment. -- That portion of the table of contents contained in the first 
section of such Act which appears under the heading: 
 
"Sec.312.Development planning." 
 
is amended by adding at the end the following: 
 
"(g) Research grant and consortium program.". 
 
SEC. 9205. STUDY BY THE GENERAL ACCOUNTING OFFICE OF MULTIYEAR 
CONTRACTING AUTHORITY. 
 
The Comptroller General of the United States shall conduct a study of the advisability of 
granting to the Administrator of the Federal Aviation Administration specific statutory 
authority -- 
 
(1) to lease real property or interests therein for terms not to exceed 20 years, including, 
in the case of air navigation facilities and airports (as such terms are defined in section 
101 (8) and (9) of the Federal Aviation Act of 1958) owned by the United States and 
operated under the direction of the Administrator, easements through or other interests in 
airspace immediately adjacent thereto and in connection therewith; 
 
(2) to procure personal property or services and real property and interests therein with 
procedures other than competitive procedures under section 303(c) of the Federal 
Property and Administrative Services Act of 1949 (41 U.S.C. 253(c)); 
 
(3) to serve as the senior procurement executive under section 16 of the Office of Federal 
Procurement Policy Act (41 U.S.C. 414) for the purpose of approving the justification for 
the use of noncompetitive procedures required under section 303(f)(1)(B)(iii) of the 
Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(f)(1)(B)(iii)); 
 
(4) to let multiyear contracts for services, including the operation, maintenance, and 
support of facilities and installations; the operation, maintenance, and modification of 
aircraft, vehicles, and other highly complex equipment; specialized training necessitating 
high quality instructor skills; and base services; and 
 
(5) to let multiyear contracts for the purchase of property. 
The study also shall examine the implementation of section 2306 (g) and (h) of title 10, 
United States Code, by the Department of Defense, and shall assess the usefulness of 
granting similar authority to the Federal Aviation Administration. The Comptroller 
General shall submit a report on the results of the study, along with any comments of the 



Administrator of the Federal Aviation Administration, to the Committee on Science, 
Space, and Technology of the House of Representatives and the Committee on 
Commerce, Science, and Transportation of the Senate within 6 months after the date of 
enactment of this Act. 
 
SEC. 9206. BUY-AMERICAN REQUIREMENT. 
 
(a) Determination by Administrator. -- If the Federal Aviation Administration, with the 
concurrence of the Secretary of Commerce and the United States Trade Representative, 
determines that the public interest so requires, the Administration is authorized to award 
to a domestic firm a contract made pursuant to the issuance of any grant made under this 
subtitle that, under the use of competitive procedures, would be awarded to a foreign 
firm, if -- 
 
(1) the final product of the domestic firm will be completely assembled in the United 
States; 
 
(2) when completely assembled, not less than 51 percent of the final product of the 
domestic firm will be domestically produced; and 
 
(3) the difference between the bids submitted by the foreign and domestic firms is not 
more than 6 percent. 
 
In determining under this subsection whether the public interest so requires, the 
Administration shall take into account United States international obligations and trade 
relations. 
 
(b) Limited Application. -- This section shall not apply to the extent to which -- 
 
(1) such applicability would not be in the public interest; 
 
(2) compelling national security considerations require otherwise; or 
 
(3) the United States Trade Representative determines that such an award would be in 
violation of the General Agreement on Tariffs and Trade or an international agreement to 
which the United States is a party. 
 
(c) Limitation. -- This section shall apply only to contracts made related to the issuance of 
any grant made under this subtitle for which -- 
 
(1) amounts are authorized by this subtitle (including the amendments made by this 
subtitle) to be made available; and 
 
(2) solicitations for bids are issued after the date of the enactment of this Act. 
 



(d) Report to Congress. -- The Administration shall report to the Congress on contracts 
covered under this section and entered into with foreign entities in fiscal years 1990 and 
1991 and shall report to the Congress on the number of contracts that meet the 
requirements of subsection (a) but which are determined by the United States Trade 
Representative to be in violation of the General Agreement on Tariffs and Trade or an 
international agreement to which the United States is a party. The Administration shall 
also report to the Congress on the number of contracts covered under this subtitle 
(including the amendments made by this subtitle) and awarded based upon the parameters 
of this section. 
 
(e) Definitions. -- For purposes of this section -- 
 
(1) the term "Administrator" means the Administrator of the Federal Aviation  
Administration; 
 
(2) the term "domestic firm" means a business entity that is incorporated in the United 
States and that conducts business operations in the United States; and 
 
(3) the term "foreign firm" means a business entity not described in paragraph (2). 
 
Subtitle D -- Aging Aircraft Safety 
 
SEC. 9301. SHORT TITLE. 
 
(a) Short Title. -- This subtitle may be cited as the "Aging Aircraft Safety Act of 1990". 
 
(b) Table of Contents. -- 
 
Sec. 9301. Short title. 
 
Sec. 9302. Aging aircraft rulemaking proceeding. 
 
Sec. 9303. Aircraft maintenance safety programs. 
 
Sec. 9304. Administrator defined. 
 
SEC. 9302. AGING AIRCRAFT RULEMAKING PROCEEDING. 
 
(a) In General. -- Not later than 180 days after the date of the enactment of this Act, the 
Administrator shall initiate a rulemaking proceeding for the purpose of issuing a rule to 
assure the continuing airworthiness of aging aircraft. 
 
(b) Inspections and Record Reviews. -- 
 
(1) General requirement. -- The rule issued pursuant to this section shall, at a minimum, 
require the Administrator to make such inspections, and conduct such reviews of 



maintenance and other records, of each aircraft used by an air carrier to provide air 
transportation as may be necessary to enable the Administrator to determine that such 
aircraft is in safe condition and is properly maintained for operation in air transportation. 
 
(2) Part of heavy maintenance checks. -- The inspections and reviews required under 
paragraph 
 
(1) shall be carried out as part of each heavy maintenance check of the aircraft conducted 
on or after the first day of the 15th year in which the aircraft is in service. 
 
(3) Applicability of federal aviation act. -- The inspections required under paragraph (1) 
shall be conducted as provided in section 601(a)(3)(C) of the Federal Aviation Act of 
1958. 
 
(c) Demonstration of Structural and Parts Maintenance. -- The rule issued pursuant to this 
section shall, at a minimum, require the air carrier to demonstrate to the Administrator, as 
part of the inspection required by the rule, that maintenance of the aircraft's structure, 
skin, and other age-sensitive parts and components has been adequate and timely enough 
to ensure the highest degree of safety. 
 
(d) Procedures. -- The rule issued pursuant to this section shall establish procedures to be 
followed in carrying out the inspections required by the rule. 
 
(e) Availability of Aircraft. -- The rule issued pursuant to this section shall require the air 
carrier to make available to the Administrator the aircraft and such inspection, 
maintenance, and other records pertaining to the aircraft as the Administrator may require 
for carrying out reviews required by the rule. 
 
SEC. 9303. AIRCRAFT MAINTENANCE SAFETY PROGRAMS. 
 
Not later than 180 days after the date of the enactment of this Act, the Administrator shall 
establish -- 
 
(1) a program to verify that air carriers are maintaining their aircraft in accordance with 
maintenance programs approved by the Federal Aviation Administration; 
 
(2) a program -- 
 
(A) to provide inspectors and engineers of the Federal Aviation Administration with 
training necessary for conducting auditing inspections of aircraft operated by air carriers 
for corrosion and metal fatigue; and 
 
(B) to enhance participation of such inspectors and engineers in such inspections; and 
 



(3) a program to ensure that air carriers demonstrate to the Administrator their 
commitment and technical competence to assure the airworthiness of aircraft operated by 
such carriers. 
 
[*H10208] SEC. 9304. ADMINISTRATOR DEFINED. 
 
As used in this subtitle, the term "Administrator" means the Administrator of the Federal 
Aviation Administration. 
 
Subtitle E -- Off Budget Treatment of Transportation Trust Funds 
 
SEC. 9401. SHORT TITLE. 
 
This subtitle may be cited as the "Transportation Trust Funds Off Budget Act of 1990". 
 
SEC. 9402. FINDINGS. 
 
Congress finds that -- 
 
(1) social and economic security are the cornerstones of a stronger and more productive 
United States; 
 
(2) the Highway Trust Fund and the Airport and Airway Trust Fund are self-supporting 
as amounts in such funds are derived through fees paid by users of the Nation's 
transportation systems; 
 
(3) on-budget treatment of the Highway Trust Fund and the Airport and Airway Trust 
Fund -- 
 
(A) deceives the public by using surpluses in such funds to understate the real budget 
deficit; 
 
(B) undermines the integrity of the budget process by understating shortfalls in general 
revenues; 
 
(C) damages needed highway, transit, and aviation programs; and 
 
(D) fosters inefficiency and waste as limitations force down obligations from such funds; 
and 
 
(4) failure to provide off-budget treatment for the Highway Trust Fund and the Airport 
and Airway Trust Fund impairs the Nation's economic productivity and growth and 
ignores the Nation's infrastructure needs. 
 
SEC. 9403. EFFECTIVE DATE. 
 



Section 9404 of this Act (including the amendments made by such section) shall take 
effect on October 1, 1995. 
 
SEC. 9404. BUDGETARY TREATMENT OF HIGHWAY TRUST FUND, AIRPORT 
AND AIRWAY TRUST FUND, INLAND WATERWAYS TRUST FUND, AND 
HARBOR MAINTENANCE TRUST FUND. 
 
(a) Treatment of Trust Fund Operations. -- 
 
(1) In general. -- The receipts and disbursements of the Highway Trust Fund, the Airport 
and Airway Trust Fund, the Inland Waterways Trust Fund, and the Harbor Maintenance 
Trust Fund allocable to the transportation-related operations of each such Trust Fund -- 
 
(A) shall not be included in the totals of -- 
 
(i) the budget of the United States Government as submitted by the President, or 
 
(ii) the congressional budget (including allocations of budget authority and outlays 
provided therein), and 
 
(B) shall be exempt from any general budget limitation imposed by statute on 
expenditures and net lending (budget outlays) of the United States Government. 
 
(2) Transportation-related operations defined. -- For purposes of paragraph (1), the 
receipts and disbursements allocable to the transportation-related operations -- 
 
(A) of the Highway Trust Fund are the disbursements, and the receipts allocable to such 
disbursements, under -- 
 
(i) paragraph (1) of section 9503(c) of the Internal Revenue Code of 1986 (relating to 
expenditures from the Highway Trust Fund for the Federal-aid highway program); and 
 
(ii) paragraph (3) of section 9503(e) of such Code (relating to expenditures from the Mass 
Transit Account); and 
 
(B) of the Airport and Airway Trust Fund are the disbursements, and the receipts 
allocable to such disbursements, under paragraph (1) of section 9502(d) of the Internal 
Revenue Code of 1986 (relating to expenditures from the Airport and Airway Trust Fund 
for the airport and airway program); 
 
(C) of the Inland Waterways Trust Fund are the disbursements, and the receipts allocable 
to such disbursements, under section 9506(c) of the Internal Revenue Code of 1986 
(relating to the expenditures from the Inland Waterways Trust Fund for navigation 
construction and rehabilitation projects on inland waterways); and 
 



(D) of the Harbor Maintenance Trust Fund are the disbursements, and the receipts 
allocable to such disbursements, under paragraphs (1) and (2) of section 9505(c) of the 
Internal Revenue Code of 1986 (relating to the expenditures from the Harbor 
Maintenance Trust Fund for operation and maintenance of harbors and inland harbors and 
for payments of rebates of certain tolls and charges). 
 
(b) Adjustments of Authorizations and Appropriations Out of Trust Fund. -- The Airport 
and Airway Improvement Act of 1982 (49 U.S.C. App. 2201-2227) is further amended 
by adding at the end the following new section: 
 
"SEC. 536. ADJUSTMENTS OF AUTHORIZATIONS AND APPORTIONMENTS. 
 
"(a) Estimates of Unfunded Aviation Authorizations and Net Aviation Receipts. -- Not 
later than March 31 of each year, the Secretary, in consultation with the Secretary of the 
Treasury, shall estimate -- 
 
"(1) the amount which would (but for this section) be the unfunded aviation 
authorizations at the close of the next fiscal year, and 
 
"(2) the net aviation receipts for the 24-month period beginning at the close of such fiscal 
year. 
 
"(b) Procedure Where There Is Excess Unfunded Aviation Authorizations. -- If the 
Secretary determines for any fiscal year that the amount described in subsection (a)(1) 
exceeds the amount described in subsection (a)(2), the Secretary shall determine the 
amount of such excess. 
 
"(c) Adjustment of Authorizations Where Unfunded Authorizations Exceed 2 Years 
Receipts. -- 
 
"(1) Determination of percentage. -- If the Secretary determines that there is an excess 
referred to in subsection (b), the Secretary shall determine the percentage which -- 
 
"(A) such excess, is of 
 
"(B) the total of the amounts authorized to be appropriated and the amounts available for 
obligation from the Airport and Airway Trust Fund for the next fiscal year. 
 
"(2) Adjustment of authorizations. -- If the Secretary determines a percentage under 
paragraph (1), each amount authorized to be appropriated or available for obligation from 
the Airport and Airway Trust Fund for the next fiscal year shall be reduced by such 
percentage. 
 
"(d) Availability of Amounts Previously Withheld. -- 
 



"(1) Adjustment of authorizations. -- If, after an adjustment has been made under 
subsection (c)(2), the Secretary determines that the amount described in subsection (a)(1) 
does not exceed the amount described in subsection (a)(2) or that the excess referred to in 
subsection (b) is less than the amount previously determined, each amount authorized to 
be appropriated or available for obligation that was reduced under subsection (c)(2) shall 
be increased, by an equal percentage, to the extent the Secretary determines that it may be 
so increased without causing the amount described in subsection (a)(1) to exceed the 
amount described in subsection (a)(2) (but not by more than the amount of the reduction). 
 
"(2) Apportionment. -- The Secretary shall apportion amounts made available for 
apportionment by reason of paragraph (1). 
 
"(3) Period of availability. -- Any funds apportioned pursuant to paragraph (2) shall 
remain available for the period for which they would be available if such apportionment 
took effect with the fiscal year in which they are apportioned pursuant to paragraph (2). 
 
"(e) Definitions. -- For purposes of this section -- 
 
"(1) Unfunded aviation authorizations. -- The term 'unfunded aviation authorization' 
means, at any time, the excess (if any) of -- 
 
"(A) the total amount authorized to be appropriated or available for obligation from the 
Trust Fund which has not been appropriated or obligated, over 
 
"(B) the amount available in the Trust Fund at such time to make such appropriation or to 
liquidate such obligations (after all other unliquidated obligations at such time which are 
payable from the Trust Fund have been liquidated). 
 
"(2) Net aviation receipts. -- The term 'net aviation receipts' means, with respect to any 
period, the excess of -- 
 
"(A) the receipts (including interest) of the Trust Fund during such period, over 
 
"(B) the amounts to be transferred during such period from the Trust Fund under section 
9502(d) of the Internal Revenue Code of 1986 (other than paragraph (1) thereof). 
 
"(f) Reports. -- Any estimate under subsection (a) and any determination under 
subsection (b), (c), or (d) shall be reported by the Secretary to the Committee on Ways 
and Means of the House of Representatives, the Committee on Finance of the Senate, the 
Committee on Public Works and Transportation of the House of Representatives, and the 
Committee on Commerce, Science, and Transportation of the Senate.". 
 
(c) Conforming Amendments and Limitations to the Budget Process. -- 
 
(1) Exemption from sequestration order. -- Section 255(g)(1)(A) of the Balanced Budget 
and Emergency Deficit Control Act of 1985 (2 U.S.C. 905(g)(1)(A)) is amended -- 



(A) by inserting after the undesignated paragraph relating to administration of territories 
the following new undesignated paragraph: 
 
"Airport and Airway Trust Fund (69-8106-0-7-402; 69-8107-0-7-402; 69-8108-0-7-402; 
69- 8104-0-7-402);"; and 
 
(B) by inserting after the undesignated paragraph relating to higher education facilities 
the following new undesignated paragraph: 
 
"Highway Trust Fund (20-8102-0-7-401; 69-8019-0-7-401; 69-8020-0-7-401; 69-8099-0-
7- 401);". 
 
(2) Treatment of trust fund receipts for deficit calculation purposes. -- Section 3(6) of the 
Congressional Budget and Impoundment Control Act of 1974 is amended by adding after 
the second sentence the following new sentences: "In calculating the deficit for purposes 
of comparison with the maximum deficit amount under the Balanced Budget and 
Emergency Deficit Control Act of 1985 and in calculating the excess deficit for purposes 
of sections 251 and 252 of such Act of 1985 for any fiscal year, the receipts of the 
Highway Trust Fund (including the Mass Transit Account), the Airport and Airway Trust 
Fund, the Inland Waterways Trust Fund, and the Harbor Maintenance Trust Fund 
allocable to the transportation-related operations [*H10209] of each such Trust Fund for 
such fiscal year shall not be included in total revenues for such fiscal year, and the 
disbursements allocable to the transportation-related operations of each such Trust 
Fund for such fiscal year shall not be included in total budget outlays for such fiscal year. 
For purposes of the preceding sentence, the receipts and disbursements allocable to the 
transportation-related operations of such Trust Funds are the disbursements, and the 
receipts allocable to such disbursements, described in section 9404(a)(2) of the 
Transportation Trust Funds Off Budget Act of 1990 and paragraph (1) of section 9502(d) 
of the Internal Revenue Code of 1986 (relating to expenditures from the Airport and 
Airway Trust Fund for the airport and airway program).". 
 
(3) Limitations on congressional budget process. -- Section 310 of the Congressional 
Budget and Impoundment Control Act of 1974 is amended by adding at the end the 
following new subsection: 
 
"(h) Limitation on Changes to the Highway Trust Fund and the Airport and Airway Trust 
Fund. -- Notwithstanding any other provision of law, it shall not be in order in the Senate 
or the House of Representatives to consider -- 
 
"(1) any concurrent resolution on the budget for any fiscal year, or any amendment 
thereto or conference report thereon, that assumes or contains in the aggregate totals or 
functional categories provided for by section 301(a) any amount of transportation-related 
budget authority or transportation-related budget outlays from the Highway Trust Fund, 
the Airport and Airway Trust Fund, the Inland Waterways Trust Fund, or the Harbor 
Maintenance Trust Fund; 



"(2) any concurrent resolution on the budget for any fiscal year, or any amendment 
thereto or conference report thereon, that contains reconciliation instructions with respect 
to transportation-related operations of the Highway Trust Fund, the Airport and Airway 
Trust Fund, the Inland Waterways Trust Fund, or the Harbor Maintenance Trust Fund, or 
 
"(3) any reconciliation bill or reconciliation resolution reported pursuant to a concurrent 
resolution on the budget agreed to under section 301 or 304, or a resolution pursuant to 
section 254(b) of the Balanced Budget and Emergency Deficit Control Act of 1985, or 
any amendment thereto or conference report thereon, that contains recommendations with 
respect to transportation-related operations of the Highway Trust Fund, the Airport and 
Airway Trust Fund, the Inland Waterways Trust Fund, or the Harbor Maintenance Trust 
Fund.". 
 
(4) Conforming enforcement procedures. -- Sections 301(c), 301(d), 302(a), 302(b), 
302(c), 302(f), 303(a), 311(a), and 402 of the Congressional Budget and Impoundment 
Control Act of 1974 shall not apply to any bill, resolution, or amendment (including a 
conference report thereon) which provides budget authority, contract authority, or budget 
outlays from the Highway Trust Fund or the Airport and Airway Trust Fund. 
 
SEC. 9405. SENSE OF CONGRESS THAT TRANSPORTATION TAXES SHOULD 
BE DEDICATED TO THE TRANSPORTATION TRUST FUNDS. 
 
(a) Findings. -- Congress finds that -- 
 
(1) highway motor fuel taxes and aviation user taxes have in the past been dedicated to 
the Highway and Airport and Airway Trust Funds and have consequently been used 
exclusively for the development of the surface transportation and aviation systems; 
 
(2) extraordinary budget pressures have led to consideration of the need for temporary, 5-
year highway motor fuels taxes and aviation user taxes for deficit reduction in order to 
help resolve the budget crisis; and 
 
(3) if any portion of these taxes is used for deficit reduction, this use should be temporary 
so that we can return as soon as possible to the dedicated user fee principle in order to 
ensure fairness to the highway and aviation users and to ensure that needed infrastructure 
improvements are made. 
 
(b) Sense of Congress. -- It is the sense of Congress that -- 
 
(1) Congress reaffirms the principle that all highway motor fuel taxes and aviation user 
taxes should be deposited in the Highway and Airport and Airway Trust Funds, 
respectively, and all amounts in these Trust Funds should be made available for 
obligation for surface transportation and aviation programs, respectively, and not for 
deficit reduction; and 
 



(2) in the event that any portion of these taxes is used for deficit reduction during the 5-
year period beginning with fiscal year 1991, the Congress should return to the dedicated 
user fee principle as soon as possible but no later than the end of fiscal year 1995. 
 
Subtitle F -- Water Resources 
 
SEC. 9501. ENVIRONMENTAL PROTECTION AGENCY FEES. 
 
(a) Assessment and Collection. -- The Administrator of the Environmental Protection 
Agency shall, by regulation, assess and collect fees and charges for services and activities 
carried out pursuant to laws administered by the Environmental Protection Agency. 
 
(b) Amount of Fees and Charges. -- Fees and charges assessed pursuant to this section 
shall be in such amounts as may be necessary to ensure that the aggregate amount of fees 
and charges collected pursuant to this section -- 
 
(1) in fiscal year 1991 is not less than $42,000,000; and 
 
(2) in each of fiscal years 1992, 1993, 1994, and 1995 is not less than $53,000,000. 
 
(c) Limitation on Fees and Charges for Activities Under FWPCA. -- The maximum 
aggregate amount of fees and charges which may be assessed and collected pursuant to 
this section in a fiscal year for services and activities carried out pursuant to the Federal 
Water Pollution Control Act is $10,000,000. 
 
(d) Use of Fees. -- Fees and charges collected pursuant to this section shall be deposited 
into a special account for environmental services in the Treasury of the United States. 
Subject to appropriations Acts such funds shall be available to the Environmental 
Protection Agency to carry out the activities for which such fees and charges are 
collected. Such funds shall remain available until expended. 
 
SEC. 9502. STUDY OF AND LIMITATION ON CERTAIN CORPS OF ENGINEERS' 
FEES. 
 
(a) Study and Report. -- The Secretary of the Army shall conduct a study of fees collected 
in connection with the processing and issuance of permits and with any other form of 
approval required pursuant to section 404 of the Federal Water Pollution Control Act or 
section 10 of the Rivers and Harbors Appropriations Act of 1899. The Secretary shall 
transmit to Congress a report on the results of such study not later than 60 days after the 
date of the enactment of this Act. 
 
(b) Limitation on Establishment and Increases of Certain Fees. -- The Secretary of the 
Army shall not increase the amount of any fee described in subsection (a) or establish any 
new such fee except as subsequently provided by law. 
 
TITLE X -- SCIENCE, SPACE, AND TECHNOLOGY 



 
Subtitle A -- User Fees 
 
SEC. 10001. NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION 
USER FEES. 
 
(a) Amendments. -- Section 409 of the National Aeronautics and Space Administration 
Authorization Act, Fiscal Year 1989 is amended -- 
 
(1) in subsection (a), by striking "archived by the National Environmental Satellite, Data, 
and Information Service of" and inserting in lieu thereof "and information and products 
derived there from collected or archived by"; 
 
(2) in subsection (b)(1) -- 
 
(A) by striking "provide data" and inserting in lieu thereof "provide materials"; and 
 
(B) by striking "data is" and inserting in lieu thereof "materials are"; 
 
(3) in subsection (b)(2), by striking "data" both places it appears and inserting in lieu 
thereof "materials"; 
 
(4) in subsection (b), by inserting at the end the following new paragraph: 
 
"(3) The Secretary may waive the assessment of fees authorized under subsection (a) as 
necessary to continue to provide weather warnings, watches, forecasts, and similar 
products and services essential to the mission of the National Oceanic Atmospheric 
Administration."; 
 
(5) by amending subsection (d)(1) to read as follows: 
 
"(1) The initial schedule of fees established by the National Environmental Satellite, 
Data, and Information Service before the date of enactment of the Omnibus Budget 
Reconciliation Act of 1990 shall remain in effect for the 3-year period beginning on the 
date that the fees under its schedule take effect."; 
 
(6) in subsection (e), by striking "shall be available to the National Environmental 
Satellite, Data, and Information Service for expenses incurred in the operation of its data 
archive centers" and inserting in lieu thereof "by the National Environmental Satellite, 
Data, and Information Service shall be available to the National Environmental Satellite, 
Data, and Information Service for expenses incurred in its operation"; and 
 
(7) in subsection (g), by inserting ", including the authority of the Secretary under section 
1307 of title 44, United States Code" after "Atmospheric Administration". 
 



(b) Effect of Amendments. -- (1) The increase in revenues to the United States 
attributable to the amendments made by subsection (a) shall not exceed -- 
 
(A) $1,000,000 for fiscal year 1991; 
 
(B) $2,000,000 for each of the fiscal years 1992, 1993, 1994, and 1995; and 
 
(C) a cumulative total of $8,000,000 for fiscal years 1991 through 1995. 
 
(2) Increases in revenues to the United States described in paragraph (1) shall be achieved 
by the Secretary of Commerce through equitable increases in fees for services offered by 
the various programs of the National Oceanic and Atmospheric Administration. 
 
(3) The Secretary of Commerce shall notify the Congress of any changes in fee schedules 
under section 409 of the National Aeronautics and Space Administration Authorization 
Act, Fiscal Year 1989 before such changes take effect. 
 
SEC. 10002. NUCLEAR WASTE FUND. 
 
Section 302(a)(1) of the Nuclear Waste Policy Act of 1982 (42 U.S.C. 10222(a)(1)) is 
amended by adding at the end the following: "Such contracts shall also provide for 
payment to the Secretary of an additional amount that, in combination with the fee, 
[*H10210] reflects the fair market value of the services for which expenditures are 
authorized under subsection (d). The aggregate of the additional amounts required by the 
previous sentence shall equal at least $5,000,000 for each of the fiscal years 1991, 1992, 
1993, 1994, and 1995, but shall not exceed – 
 
"(A) $6,000,000 for fiscal year 1992; 
 
"(B) $7,000,000 for fiscal year 1993; 
 
"(C) $8,000,000 for fiscal year 1994; and 
 
"(D) $9,000,000 for fiscal year 1995.". 
 
SEC. 10003. RADON MEASUREMENT PROFICIENCY. 
 
(a) Research. -- (1) The Administrator of the Environmental Protection Agency (hereafter 
in this section referred to as the "Administrator") shall, in conjunction with other Federal 
agencies, conduct research to develop, test, and evaluate radon and radon progeny 
measurement methods and protocols. The purpose of such research shall be to assess the 
ability of those methods and protocols to accurately assess exposure to radon progeny. 
Such research shall include – 
 
(A) conducting comparisons among radon and radon progeny measurement techniques, 



including techniques to measure attached and unattached radon progeny and the 
equilibrium of radon progeny to radon; 
 
(B) developing measurement protocols for different building types under varying 
operating conditions; and 
 
(C) comparing the exposures estimated by stationary monitors and protocols to those 
measured by personal monitors. 
 
(2) The Administrator shall develop and issue guidance documents that -- 
 
(A) provide information on the results of research conducted under paragraph (1); and 
 
(B) describe model State radon measurement and mitigation programs and include an 
evaluation of existing State programs and State controls that are designed to provide 
adequate assurance to the homeowner that radon measurements are accurate. 
 
(b) Mandatory Program. -- (1) The Administrator shall establish a mandatory program 
requiring that -- 
 
(A) any product offered for sale, or device used in connection with a service offered to 
the public, for the measurement of radon meets minimum performance criteria; and 
 
(B) any operator of a device, or person employing a technique, used in connection with a 
service offered to the public for the measurement of radon meets a minimum level of 
proficiency.  
 
Such program shall include procedures for ordering the recall of any product sold for the 
measurement of radon which does not meet minimum performance criteria under 
subparagraph (A), for ordering the discontinuance of any service offered to the public for 
the measurement of radon which does not meet minimum performance criteria under 
subparagraph (A), and establish adequate quality assurance requirements for each 
company offering radon measurement services to the public to follow. 
 
(c) User Fee. -- The Administrator shall establish a schedule of user fees for persons 
seeking certification under the program established under subsection (b), with the amount 
of such fees designed to cover the operating and administrative costs of the 
Environmental Protection Agency for carrying out such program with respect to such 
persons. 
 
(d) Use of Funds. -- Amounts received for user fees under subsection (c) shall be 
deposited in a Radon Service Account established in the Treasury of the United States for 
use by the Administrator, to the extent provided in appropriations Acts, in carrying out 
the program established under subsections (a) and (b). 
 



(e) Report to Congress. -- The Administrator, in consultation with other Federal agencies, 
shall evaluate current efforts to promote radon testing, and shall report to Congress by 
October 1, 1991 on ways to improve the effectiveness of alternative strategies for 
promoting such testing, including consideration of – 
 
(1) grants to support development of radon testing strategies by States; 
 
(2) financial incentives; 
 
(3) disclosure regarding radon during real estate transactions; 
 
(4) public education; and 
 
(5) mandatory testing, especially for federally-related properties. 
 
In preparing this report, the Administrator shall consult with concerned parties, including 
public interest groups, health officials, the radon industry, realtors, home builders, and 
States. 
 
SEC. 10004. DEPARTMENT OF ENERGY USER FEE STUDY. 
 
The Secretary of Energy shall undertake a study of the Department of Energy's user fee 
assessment and collection practices, and shall make recommendations on ways to -- 
 
(1) reasonably increase revenues to the United States through user fees, consistent with 
the mission of the Department; 
 
(2) assess user fees -- 
 
(A) for proprietary users on the basis of fair market value principles; and 
 
(B) for nonproprietary users on the basis of full recovery of operational costs; and 
 
(3) improve user fee collection practices. 
 
The Secretary of Energy shall submit a report containing such findings and 
recommendations to the Congress within 6 months after the date of enactment of this Act. 
There are authorized to be appropriated to the Secretary of Energy for carrying out this 
section not to exceed $500,000 for fiscal year 1991, from funds otherwise available to the 
Department of Energy. 
 
SEC. 10005. NATIONAL AERONAUTICS AND SPACE ADMINISTRATION USER 
FEE STUDY. 
 



The Administrator of the National Aeronautics and Space Administration shall undertake 
a study of the National Aeronautics and Space Administration's user fee assessment and 
collection practices, and shall make recommendations on ways to -- 
 
(1) reasonably increase revenues to the United States through user fees consistent with 
the National Aeronautics and Space Administration's mission; 
 
(2) assess user fees on the basis of fair market value principles; and 
 
(3) improve user fee collection practices. 
 
The Administrator shall submit a report containing such findings and recommendations 
to the Congress within 6 months after the date of enactment of this Act. There are 
authorized to be appropriated to the Administrator of the National Aeronautics and Space 
Administration for carrying out this section not to exceed $500,000 for fiscal year 1991, 
from funds otherwise available to the National Aeronautics and Space Administration. 
 
SEC. 10006. DEPARTMENT OF TRANSPORTATION COMMERCIAL SPACE 
LAUNCH STUDY. 
 
The Secretary of Transportation shall undertake a study of options for the assessment and 
collection of licensing fees under the Commercial Space Launch Act (49 U.S.C. App. 
2601 et seq.) and shall make recommendations on ways to -- 
 
(1) offset outlays required by the Government to carry out the Commercial Space Launch 
Act; 
 
(2) assess fees on the basis of revenues generated by activities carried out pursuant to a 
license issued by the Secretary under such Act; and 
 
(3) maintain the competitiveness of the commercial space launch industry. 
 
The Secretary shall submit a report containing such findings and recommendations to the 
Congress within 6 months after the date of enactment of this Act. There are authorized to 
be appropriated to the Secretary of Transportation for carrying out this section not to 
exceed $500,000 for fiscal year 1991, from funds otherwise available to the Department 
of Transportation. 
 
SEC. 10007. NATIONAL INSTITUTE OF STANDARDS AND TECHNOLOGY USER 
FEE STUDY. 
 
The Secretary of Commerce shall undertake a study of the National Institute of Standards 
and Technology's user fee assessment and collection practices and shall make 
recommendations on ways to – 
 



(1) reasonably increase revenues to the United States through user fees, consistent with 
the mission of the Institute; 
 
(2) offset outlays incurred by the Government in administering the Institute's contract and 
award programs; 
 
(3) assess user fees -- 
 
(A) for proprietary users on the basis of fair market value principles; and 
 
(B) for nonproprietary users on the basis of full recovery of operational costs; and 
 
(4) improve user fee collection practices. 
 
The Secretary of Commerce shall submit a report containing such findings and 
recommendations to the Congress within 6 months after the date of enactment of this Act. 
There are authorized to be appropriated to the Secretary of Commerce for carrying out 
this section not to exceed $500,000 for fiscal year 1991, from funds otherwise available 
to the National Institute of Standards and Technology. 
 
Subtitle B -- Aviation Safety and Capacity Expansion 
 
SEC. 10101. SHORT TITLE; TABLE OF CONTENTS. 
 
(a) Short Title. -- This subtitle may be cited as the "Aviation Safety and Capacity 
Expansion Act of 1990". 
 
(b) Table of Contents. -- 
 
Sec. 10101. Short title; table of contents. 
 
Sec. 10102. Construction of firefighting training facilities. 
 
Sec. 10103. Declaration of policy. 
 
Sec. 10104. Airport improvement program. 
 
Sec. 10105. Airway improvement program. 
 
Sec. 10106. FAA operations. 
 
Sec. 10107. Operation and maintenance of aviation system. 
 
Sec. 10108. Weather service. 
 
Sec. 10109. Military airport program. 



 
Sec. 10110. Passenger facility charges. 
 
Sec. 10111. Reduction in airport improvement program apportionments for large and 
medium hub airports imposing passenger facility charges. 
 
Sec. 10112. Use of PFC reduced apportionment funds. 
 
Sec. 10113. Small community air service program. 
 
Sec. 10114. State block grant pilot program. 
 
Sec. 10115. Auxiliary flight service station program. 
 
Sec. 10116. Airport and airway improvements for the Virgin Islands. 
 
Sec. 10117. Engine condition monitoring systems. 
 
Sec. 10118. Procurement authority. 
 
Sec. 10119. Expanded east coast plan. 
 
Sec. 10120. Transfer of format of geodetic navigation information. 
 
Sec. 10121. Severability. 
 
Sec. 10122. Buy America. 
 
Sec. 10123. Prohibition against fraudulent use of "made in America" labels. 
 
Sec. 10124. Restrictions on contract awards. 
 
[*H10211] SEC. 10102. CONSTRUCTION OF FIREFIGHTING TRAINING 
FACILITIES. 
 
Section 503(a)(2) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2202(a)(2)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (B); 
 
(2) by striking the period at the end of subparagraph (C) and inserting "; and"; and 
 
(3) by inserting after subparagraph (C) the following new subparagraph: 
 
"(D) any acquisition of land for, or work involved to construct, a burn area training 
structure on or off the airport for the purpose of providing live fire drill training for 



aircraft rescue and firefighting personnel required to receive such training by a regulation 
of the Department of Transportation, including basic equipment and minimum structures 
to support such training in accordance with standards of the Federal Aviation 
Administration.". 
 
SEC. 10103. DECLARATION OF POLICY. 
 
Section 502(a) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2201(a)) is amended -- 
 
(1) in paragraph (5) by inserting ", including as they may be applied between category 
and class of aircraft" after "discriminatory practices"; and 
 
(2) in paragraph (13) by inserting "and should not unjustly discriminate between 
categories and classes of aircraft" after "attempted". 
 
SEC. 10104. AIRPORT IMPROVEMENT PROGRAM. 
 
Section 505 of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 2204) 
is amended -- 
 
(1) in subsection (a) by striking "'13,816,700,000" and inserting '$13,916,700,000"; and 
 
(2) in subsection (b) by striking "September 30, 1987" and inserting "September 30, 
1992". 
 
SEC. 10105. AIRWAY IMPROVEMENT PROGRAM. 
 
(a) Renaming of Airway Plan. -- Section 504(b)(1) of the Airport and Airway 
Improvement Act of 1982 (49 U.S.C. App. 2203(b)(1)) is amended by inserting after the 
second sentence the following new sentence: "For fiscal year 1991 and thereafter, the 
revised plan shall be known as the 'Airway Capital Investment Plan'.". 
 
(b) Airway Facilities and Equipment. -- The first sentence of section 506(a)(1) of such 
Act (49 U.S.C. App. 2205(a)(1)) is amended by striking "September 30, 1981," and all 
that follows through the period and inserting the following: "September 30, 1990, 
aggregate amounts not to exceed $2,500,000,000 for fiscal year 1991 and $5,500,000,000 
for the fiscal years ending before October 1, 1992.". 
 
SEC. 10106. FAA OPERATIONS. 
 
Section 106 of title 49, United States Code, is amended by adding at the end the 
following new subsection: 
 



"(k) Authorization of Appropriations for Operations. -- There is authorized to be 
appropriated for operations of the Administration $4,088,000,000 for fiscal year 1991 and 
$4,412,600,000 for fiscal year 1992.". 
 
SEC. 10107. OPERATION AND MAINTENANCE OF AVIATION SYSTEM. 
 
(a) Elimination of Penalty. -- Section 506(c)(3)(B)(i) of the Airport and Airway 
Improvement Act of 1982 (49 U.S.C. App. 2205(c)(3)(B)(i)) is amended -- 
 
(1) by inserting "and" after "1989"; and 
 
(2) by striking "$3,770,000,000" and all that follows through "1992,". 
 
(b) Funding. -- Section 506(c) of such Act (49 U.S.C. App. 2205(c)) is amended by 
adding at the end the following new paragraph: 
 
"(4) Fiscal years 1991-1992. -- The amount appropriated from the Trust Fund for the 
purposes of clauses (A) and (B) of paragraph (1) of this subsection for each of fiscal 
years 1991 and 1992 may not exceed -- 
 
"(A) 75 percent of the amount of funds made available under section 505, subsections (a) 
and (b) of this section, and section 106(k) of title 49, United States Code, for such fiscal 
year; less 
 
"(B) the amount of funds made available under section 505 and subsections (a) and (b) of 
this section for such fiscal year.". 
 
SEC. 10108. WEATHER SERVICE. 
 
The second sentence of section 506(d) of the Airport and Airway Improvement Act of 
1982 (49 U.S.C. App. 2205(d)) is amended -- 
 
(1) by striking "and" the first place it appears and inserting a comma; and 
 
(2) by inserting before the period the following: ", $34,521,000 for fiscal year 1991, and 
$35,389,000 for fiscal year 1992". 
 
SEC. 10109. MILITARY AIRPORT PROGRAM. 
 
(a) Declaration of Policy. -- Section 502(a) of the Airport and Airway Improvement Act 
of 1982 (49 U.S.C. App. 2201(a)) is further amended -- 
 
(1) by striking "and" at the end of paragraph (12); 
 
(2) by striking the period at the end of paragraph (13) and inserting "; and"; and 
 



(3) by adding at the end the following: 
 
"(14) special emphasis should be placed on the conversion of appropriate former military 
air bases to civil use and on the identification and improvement of additional joint-use 
facilities.". 
 
(b) Set-Aside. -- Section 508(d) of such Act (49 U.S.C. App. 2204(d)) is amended by 
striking paragraph (5) and inserting the following: 
 
"(5) Military airport set-aside. -- Not less than 1.5 percent of the funds made available 
under section 505 in each of fiscal years 1991 and 1992 shall be distributed during such 
fiscal year to sponsors of current or former military airports designated by the Secretary 
under subsection (f) for the purpose of developing current and former military airports to 
improve the capacity of the national air transportation system. 
 
"(6) Reallocation. -- If the Secretary determines that he will not be able to distribute the 
amount of funds required to be distributed under paragraph (1), (2), (3), (4), or (5) of this 
subsection for any fiscal year because the number of qualified applications submitted in 
compliance with this title is insufficient to meet such amount, the portion of such amount 
the Secretary determines will not be distributed shall be available for obligation during 
such fiscal year for other airports and for other purposes authorized by section 505 of this 
title.". 
 
(c) Designation of Former Military Airports. -- Section 508 of such Act is further 
amended by adding at the end the following new subsection: 
 
"(f) Designation of Current or Former Military Airports. -- 
 
"(1) Designation. -- The Secretary shall designate not more than 8 current or former 
military airports for participation in the grant program established under subsection (d)(5) 
and this subsection. At least 2 such airports shall be designated within 6 months after the 
date of the enactment of this subsection and the remaining airports shall be designated for 
participation no later than September 30, 1992. 
 
"(2) Survey. -- The Secretary shall conduct a survey of current and former military 
airports to identify which ones have the greatest potential to improve the capacity of the 
national air transportation system. The survey shall also identify the capital development 
needs of such airports in order to make them part of the national air transportation system 
and shall identify which capital development needs are eligible for grants under section 
505. The survey shall be completed by September 30, 1991. 
 
"(3) Limitation. -- In selecting airports for participation in the program established under 
subsection (d)(5) and this subsection and in conducting the survey under paragraph (2), 
the Secretary shall consider only those current or former military airports whose 
conversion in whole or in part to civilian commercial or reliever airport as part of the 



national air transportation system would enhance airport and air traffic control system 
capacity in major metropolitan areas and reduce current and projected flight delays. 
 
"(4) Period of eligibility. -- An airport designated by the Secretary under this subsection 
shall remain eligible to participate in the program under subsection (d)(5) and this 
subsection for the 5 fiscal years following such designation. An airport that does not 
attain a level of enplaned passengers during such 5 fiscal year period which qualifies it as 
a small hub airport as defined as of January 1, 1990, or reliever airport may be 
redesignated by the Secretary for participation in the program for such additional fiscal 
years as may be determined by the Secretary. 
 
"(5) Additional funding. -- Notwithstanding the provisions of section 513(b), not to 
exceed $5,000,000 per airport of the sums to be distributed at the discretion of the 
Secretary under section 507(c) for any fiscal year may be used by the sponsor of a current 
or former military airport designated by the Secretary under this subsection for 
construction, improvement, or repair of terminal building facilities, including terminal 
gates used by aircraft for enplaning and deplaning revenue passengers. Under no 
circumstances shall any gates constructed, improved, or repaired with Federal funding 
under this paragraph be subject to long-term leases for periods exceeding 10 years or 
majority in interest clauses.". 
 
SEC. 10110. PASSENGER FACILITY CHARGES. 
 
Section 1113 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1513) is amended -- 
 
(1) in subsection (a) by inserting "except as provided in subsection (e) and" before 
"except that"; and 
 
(2) by adding at the end the following new subsection: 
 
"(e) Authority for Imposition of Passenger Facility Charges. -- 
 
"(1) In general. -- Subject to the provisions of this subsection, the Secretary may grant a  
Public agency which controls a commercial service airport authority to impose a fee of 
$1.00, $2.00, or $3.00 for each paying passenger of an air carrier enplaned at such airport 
to finance eligible airport-related projects to be carried out in connection with such 
airport or any other airport which such agency controls. For purposes of this subsection, 
financing an eligible airport-related project includes making payments for debt service on 
bonds and other indebtedness incurred to carry out such project. 
 
"(2) Use of revenues and relationship between fees and revenues. -- The Secretary may 
grant a public agency which controls a commercial service airport authority to impose a 
fee under this subsection to finance specific projects only if the Secretary finds, on the 
basis of an application submitted for such authority -- 
 



"(A) that the amount and duration of the proposed fee will result in revenues (including 
interest and other returns on such revenues) which do not exceed amounts necessary to 
finance the specific projects; and 
 
"(B) that each of the specific projects is an eligible airport-related project which will -- 
 
[*H10212] "(i) preserve or enhance capacity, safety, or security of the national air 
transportation system, 
 
"(ii) reduce noise resulting from an airport which is part of such system, or 
 
"(iii) furnish opportunities for enhanced competition between or among air carriers. 
 
"(3) Limitation regarding passengers of air carriers receiving essential air service 
compensation. -- If a passenger of an air carrier is being provided air service to an 
eligible point under section 419 for which compensation is being paid under such section, 
a public agency which controls any other airport may not impose a fee pursuant to this 
subsection for enplanement of such passenger with respect to such air service. 
 
"(4) Limitation regarding obligations. -- No fee may be imposed pursuant to this 
subsection for a project which is not approved by the Secretary under this subsection on 
or before September 30, 1992 – 
 
"(A) if, during fiscal years 1991 and 1992, the amount available for obligation, in the 
aggregate, under section 505 of Airport and Airway Improvement Act of 1982 is less 
than $3,700,000,000; or 
 
"(B)(i) if, during fiscal year 1991, the amount available for obligation, in the aggregate, 
under section 419 is less than $26,600,000; or 
 
"(ii) if, during fiscal year 1992, the amount available for obligation, in the aggregate, 
under section 419 is less than $38,600,000. 
 
"(5) Two enplanements per trip limitation. -- Enplaned passengers on whom a fee may be 
imposed by a public agency pursuant to this subsection include passengers of air carriers 
originating or connecting at the commercial service airport which the agency controls. A 
fee may not be collected pursuant to this subsection from a passenger with respect to any 
enplanement of such passenger, on a one-way trip and on a trip in each direction of a 
round trip, after the second enplanement for which a fee has been collected pursuant to 
this subsection from such passenger. 
 
"(6) Treatment of revenues. -- Revenues derived from collection of a fee by a public 
agency pursuant to this subsection shall not be treated as airport revenues for the 
purposes of any contract between such agency and an air carrier. 
 



"(7) Exclusivity of authority. -- No State or political subdivision or agency thereof which 
is not a public agency controlling a commercial service airport shall prohibit, limit, or 
regulate the imposition of fees by the public agency pursuant to this subsection, 
collection of such fees, or use of revenues derived therefrom. No contract between an air 
carrier and a public agency which controls a commercial service airport entered into 
before, on, or after the date of the enactment of this subsection shall affect the authority 
of the public agency to impose fees pursuant to this subsection and to use the revenues 
derived from such fees in accordance with this subsection. 
 
"(8) Nonexclusivity of contractual agreements. -- No project carried out through the use 
of a fee collected pursuant to this subsection may be subject to an exclusive long-term 
lease or use agreement of an air carrier, as defined by the Secretary by regulation. Any 
lease or use agreement of an air carrier with respect to a facility constructed or expanded 
through the use of such fee may not contain or be subject to any term or condition which 
restricts the public agency which controls the airport from funding, developing, or 
assigning new capacity at the airport. 
 
"(9) Collection and handling of fees by air carriers. -- The regulations issued by the 
Secretary to carry out this subsection shall -- 
 
"(A) require air carriers and their agents to collect fees imposed by public agencies 
pursuant to this subsection; 
 
"(B) establish procedures regarding handling and remittance of the amounts so collected; 
 
"(C) ensure that such amounts are promptly paid to the public agency for which they are 
collected less a uniform amount determined by the Secretary as reflecting average 
necessary and reasonable expenses (net of interest accruing to the air carrier and agent 
after collection and prior to remittance) incurred in the collection and handling of such 
fees; and 
 
"(D) require that the amount of fees collected pursuant to this subsection with respect to 
any air transportation be noted on the ticket for such air transportation. 
 
"(10) Application process. -- 
 
"(A) Submission. -- A public agency which controls a commercial service airport and is 
interested in imposing a fee pursuant to this subsection shall submit to the Secretary an 
application for authority to impose such fee. 
 
"(B) Content. -- An application submitted under this paragraph shall contain such 
information and be in such form as the Secretary may require by regulation. 
 
"(C) Opportunity for consultation. -- Before submission of an application under this 
paragraph, the public agency must provide reasonable notice to, and an opportunity for 
consultation with, air carriers operating at the airport. 



"(D) Notice and opportunity for comment. -- After receiving an application under this 
paragraph, the Secretary shall provide notice and an opportunity for comment by air 
carriers and other interested persons concerning such application. 
 
"(E) Approval. -- A fee may only be imposed pursuant to this subsection if the Secretary 
approves an application granting authority for the imposition of such fee. Not later than 
120 days after the date of receipt of such an application, the Secretary shall make a final 
decision regarding approval of such application. 
 
"(11) Recordkeeping and audits. -- 
 
"(A) With respect to collection of fees. -- The Secretary shall issue regulations requiring 
such recordkeeping and auditing of accounts maintained by an air carrier and any agency 
thereof which is collecting a fee imposed pursuant to this subsection and by the public 
agency which is imposing such fee as may be necessary to ensure compliance with this 
subsection. 
 
"(B) With respect to use of revenues. -- The Secretary shall periodically audit and review 
the use by a public agency which controls an airport of revenues derived from a fee 
imposed pursuant to this subsection. Upon such review and after a public hearing, the 
Secretary may terminate the authority of such agency to impose such fee, in whole or in 
part, to the extent the Secretary determines that revenues derived therefrom are not being 
used in accordance with this subsection. 
 
"(C) Set-off. -- If the Secretary determines that a fee imposed pursuant to this subsection 
is excessive or that the revenues derived from such fee are not being used in accordance 
with this subsection, the Secretary may set off such amounts as may be necessary to 
ensure compliance with this subsection against amounts otherwise payable to the public 
agency under the Airport and Airway Improvement Act of 1982. 
 
"(12) Terms and conditions. -- Authority granted to impose a fee pursuant to this 
subsection shall be subject to such terms and conditions as the Secretary may establish to 
carry out the objectives of this subsection. 
 
"(13) Issuance of regulations. -- Not later than 180 days after the date of the enactment of 
this subsection, the Secretary shall issue such regulations as may be necessary to carry 
out this subsection. Such regulations may prescribe the time and form by which a fee 
imposed pursuant to this subsection shall take effect. 
 
"(14) Definitions. -- For purposes of this subsection, the following definitions apply: 
 
"(A) Air carrier. -- The term 'air carrier' includes a foreign air carrier. 
 
"(B) Airport, commercial service airport, and public agency. -- The terms 'airport', 
'commercial service airport', and 'public agency' have the meaning such terms have under 
section 503 of the Airport and Airway Improvement Act of 1982. 



"(C) Eligible airport-related project. -- The term 'eligible airport-related project' means -- 
 
"(i) a project for airport development under the Airport and Airway Improvement Act of 
1982; 
 
"(ii) a project for airport planning under such Act; 
 
"(iii) a project for terminal development described in section 513(b) of such Act; 
 
"(iv) a project for airport noise capability planning under section 103(b) of the Aviation 
Safety and Noise Abatement Act of 1979; 
 
"(v) a project to carry out noise compatibility measures which are eligible for assistance 
under section 104 of the Aviation Safety and Noise Abatement Act of 1979 without 
regard to whether or not a program has been approved for such measures under such 
section; and 
 
"(vi) a project for construction of gates and related areas at which passengers are 
enplaned or deplaned. 
 
"(D) Secretary. -- The term 'Secretary' means the Secretary of Transportation.". 
 
SEC. 10111. REDUCTION IN AIRPORT IMPROVEMENT PROGRAM 
APPORTIONMENTS FOR LARGE AND MEDIUM HUB AIRPORTS IMPOSING 
PASSENGER FACILITY CHARGES. 
 
Section 507(b) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2206(b)) is amended by adding at the end the following new paragraph: 
 
"(7) Reduction in apportionments to certain large and medium hubs. -- 
 
"(A) General rule. -- The amount which, but for this paragraph, would be apportioned 
under this section for a fiscal year to a sponsor of an airport that annually has 0.25 
percent or more of the total annual enplanements in the United States and for which a fee 
is imposed in such fiscal year pursuant to section 1113(e) of the Federal Aviation Act of 
1958 shall be reduced by an amount equal to 50 percent of the projected revenues derived 
from such fee in such fiscal year. 
 
"(B) Limitation. -- The maximum reduction in an apportionment to a sponsor of an 
airport as a result of this paragraph in a fiscal year shall be 50 percent of the amount 
which, but for this paragraph, would be apportioned to such airport under this section.". 
 
SEC. 10112. USE OF PFC REDUCED APPORTIONMENT FUNDS. 
 
(a) Addition of Funds to Existing Discretionary Fund. -- Section 507(c)(1) of the Airport 
and Airway Improvement Act of 1982 (49 U.S.C. App. 2206(c)(1)) is amended by 



inserting after the first sentence the following new sentence: "Twenty-five percent of the 
amounts which are not apportioned under this section as a result of subsection [*H10213] 
(b)(7) shall be added to such discretionary fund.". 
 
(b) Small Airport Fund. -- Section 507 of such Act is amended by redesignating 
subsections (d) and (e), and any references thereto, as subsections (e) and (f), 
respectively, and by inserting after subsection (c) the following new subsection: 
 
"(d) Small Airport Fund. -- 
 
"(1) Establishment. -- Seventy-five percent of the amounts which are not apportioned 
under this section as a result of subsection (b)(7) shall constitute a small airport fund to 
be distributed at the discretion of the Secretary. 
 
"(2) Set-aside for general aviation airports. -- One-third of the amounts in the small 
airport fund established by this subsection and distributed by the Secretary under this 
subsection in a fiscal year shall be used for making grants to sponsors of public-use 
airports (other than commercial service airports) for any purpose for which funds are 
made available under section 505. 
 
"(3) Set-aside for nonhub airports. -- Two-thirds of the amounts in the small airport fund 
established by this subsection and distributed by the Secretary under this subsection in a 
fiscal year shall be used for making grants to sponsors of commercial service airports 
each of which annually has less than 0.05 percent of the total annual enplanements in the 
United States for any purpose for which funds are made available under section 505.". 
 
(c) Prohibition on Reduced Funding. -- It is the sense of Congress that the Secretary 
should not reduce funding under the discretionary fund established under section 507(c) 
of the Airport and Airway Improvement Act of 1982 for small commercial service and 
general aviation airports as a result of additional funds made available to such airports 
under this section, including amendments made by this section. 
 
SEC. 10113. SMALL COMMUNITY AIR SERVICE PROGRAM. 
 
(a) Definition of Eligible Point. -- Section 419(a) of the Federal Aviation Act of 1958 (49 
U.S.C. App. 1389(a)) is amended to read as follows: 
 
"(a) Eligible Point Defined. -- 
 
"(1) General rule. -- For purposes of this section, the term 'eligible point' means any point  
in the United States -- 
 
"(A) which was defined as an eligible point under this section as in effect before October 
1, 1988; 
 
"(B) which received scheduled air transportation at any time after January 1, 1990; and 



 
"(C) which is not listed in the Department of Transportation Orders 89-9-37 and 89-12-52 
as being a point no longer eligible for compensation under this section. 
 
"(2) Limitation on use of per passenger subsidy. -- The Secretary may not determine that 
a point described in paragraph (1) is not an eligible point on the basis of the per passenger 
subsidy at the point or on any other basis not specifically set forth in this section.". 
 
(b) Funding. -- 
 
(1) In general. -- Section 419 of such Act is amended by redesignating subsection (1), and 
any reference thereto, as subsection (m) and by inserting after subsection (k) the 
following new subsection: 
 
"(l) Funding. -- 
 
"(1) Contract authority. -- The Secretary is authorized to enter into agreements and to 
incur obligations from the Airport and Airway Trust Fund for the payment of 
compensation under this section. Approval by the Secretary of such an agreement shall be 
deemed a contractual obligation of the United States for payment of the Federal share of 
such compensation. 
 
"(2) Amounts available. -- There shall be available to the Secretary from the Airport and 
Airway Trust Fund to incur obligations under this section $38,600,000 per fiscal year for 
each of fiscal years 1992, 1993, 1994, 1995, 1996, 1997, and 1998. Such amounts shall 
remain available until expended.". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall take effect October 1, 
1991. 
 
(c) Conforming Amendments. -- Section 333 of Public Law 100-457 and section 325(a) 
of Public Law 101-164 are repealed. 
 
SEC. 10114. STATE BLOCK GRANT PILOT PROGRAM. 
 
Section 534 of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 2227) 
is amended -- 
 
(1) in subsection (a) by striking "1991" and inserting "1992"; and 
 
(2) in subsection (d) by striking "not later than 90 days before its scheduled termination" 
and inserting "not later than January 31, 1992". 
 
SEC. 10115. AUXILIARY FLIGHT SERVICE STATION PROGRAM. 
 



(a) General Rule. -- The Secretary of Transportation shall develop and implement a 
system of manned auxiliary flight service stations. The auxiliary flight service stations 
shall supplement the services of the planned consolidation to 61 automated flight service 
stations under the flight service station modernization program. Auxiliary flight service 
stations shall be located in areas of unique weather or operational conditions which are 
critical to the safety of flight. 
 
(b) Report to Congress. -- Not later than 180 days after the date of the enactment of this 
Act, the Secretary of Transportation shall report to Congress with the plan and schedule 
for implementation of this section. 
 
SEC. 10116. AIRPORT AND AIRWAY IMPROVEMENTS FOR THE VIRGIN 
ISLANDS. 
 
(a) Air Space Study. -- The Administrator of the Federal Aviation Administration shall 
conduct an air space study of the Caribbean and Miami air traffic control regions for the 
purpose of determining methods of improving air safety and report to Congress the 
results of such study. 
 
(b) Operations of Airport Towers for St. Thomas and St. Croix. -- The Administrator may 
not enter into contracts with private persons for operation of the airport control towers for 
St. Thomas and St. Croix, Virgin Islands, before the 30th day following the date on 
which a report is submitted to Congress under subsection (a). 
 
(c) Replacement of Radar Facilities for St. Thomas. -- The Administrator shall take such 
action as may be necessary to ensure that the radar facilities for the airport on St. 
Thomas, Virgin Islands, which were destroyed by Hurricane Hugo are replaced and 
operational by the 120th day following the date of the enactment of this Act. 
 
SEC. 10117. ENGINE CONDITION MONITORING SYSTEMS. 
 
(a) Study. -- The Administrator of the Federal Aviation Administration shall conduct a  
study of the potential use of engine condition monitoring systems on aircraft. In 
conducting such study, the Administrator shall evaluate -- 
 
(1) the availability of technology for such systems; 
 
(2) the capabilities of such systems in terms of enhancing safety and reducing 
maintenance costs associated with civil and military aircraft; 
 
(3) the commercial viability of developing computer software to enable maintenance 
workers to efficiently use data gathered by such systems; 
 
(4) the costs and benefits of using such systems as compared to engine fault detection 
methods which rely on the use of data relating to historical performance and statistical 
failure; 



(5) the types of aircraft engine failures which may be prevented by using such systems; 
and 
 
(6) the operational reliability of such systems. 
 
(b) Report to Congress. -- Not later than 12 months after the date of the enactment of this 
Act, the Administrator shall transmit to Congress a report containing the results of the 
study conducted pursuant to this section together with such legislative and administrative 
recommendations as the Administrator considers appropriate. 
 
SEC. 10118. PROCUREMENT AUTHORITY. 
 
(a) In General. -- Section 303 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1344)  
Is amended to read as follows: 
 
"SEC. 303. PROCUREMENT AUTHORITY. 
 
"(a) Acquisition and Disposal of Property. -- Subject to subsection (b), the Administrator, 
on behalf of the United States, is authorized, where appropriate -- 
 
"(1) within the limits of available appropriations made by the Congress therefor, to 
acquire by purchase, condemnation, lease for a term not to exceed 20 years, or otherwise, 
personal property or services and real property or interests therein, including, in the case 
of air navigation facilities (including airports) owned by the United States and operated 
under the direction of the Administrator, easements through or other interests in airspace 
immediately adjacent thereto and needed in connection therewith; 
 
"(2) for adequate compensation, by sale, lease, or otherwise, to dispose of any real or 
personal property or interest therein; except that, other than for airport and airway 
property and technical equipment used for the special purposes of the Federal Aviation 
Administration, such disposition shall be made in accordance with the Federal Property 
and Administrative Services Act of 1949; and 
 
"(3) to construct, improve, or renovate laboratories and other test facilities and to 
purchase or otherwise acquire real property required therefor. 
 
"(b) Special Rules for Certain Acquisitions. -- 
 
"(1) Acquisitions by condemnation. -- Any acquisition by condemnation under subsection  
(a) may be made in accordance with the provision of the Act of August 1, 1988 (40 
U.S.C. 257; 25 Stat. 357), the Act of February 26, 1931 (40 U.S.C. 258a-258e-1; 46 Stat. 
1421), or any other applicable Act; except that, in the case of condemnations of 
easements through or other interests in airspace, in fixing condemnation awards, 
consideration may be given to the reasonable probably future use of the underlying land. 
 



"(2) Acquisitions of public buildings. -- The Administrator may, under subsection (a) 
construct or acquire by purchase, condemnation, or lease a public building, or interest in 
a public building (as defined in section 13 of the Public Buildings Act of 1959 (40 U.S.C. 
612)) only under a delegation of authority from the Administrator of General Services. 
 
"(c) Procurement Procedures. -- In procuring personal property or services and real 
property and interests therein under subsection (a), the Administrator may use procedures 
other than competitive procedures in circumstances which are set forth in section 303(c) 
of the Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(c)). 
 
"(d) Sole Source Approval by Administrator. -- For procurements by the Federal Aviation 
Administration, the Administrator [*H10214] shall be the senior procurement executive 
referred to in paragraph (3) of section 16 of Office of Federal Procurement Policy Act (41 
U.S.C. 414) for the purposes of approving the justification for the use of noncompetitive 
procedures required under section 303(f)(1)(B)(iii) of the Federal Property and 
Administrative Services Act of 1949 (41 U.S.C. 253(f)(1)(B)(iii)). 
 
"(e) Multiyear Service Contracts. -- 
 
"(1) In general. -- Notwithstanding section 1341(a)(1)(B) of title 31, United States Code, 
the Administrator may enter into contracts for periods of not more than 5 years for the 
following types of services (and items of supply related to such services) for which funds 
would otherwise be available for obligation only within the fiscal year for which 
appropriated -- 
 
"(A) operation, maintenance, and support of facilities and installations; 
 
"(B) operation, maintenance, or modification of aircraft, vehicles, and other highly 
complex equipment; 
 
"(C) specialized training necessitating high quality instructor skills (for example, pilot 
and aircrew members; foreign language training); and 
 
"(D) base services (for example, ground maintenance, in-plane refueling; bus 
transportation; refuse collection and disposal). 
 
"(2) Findings. -- The Administrator may enter into a contract described in paragraph (1) 
only if the Administrator finds that -- 
 
"(A) there will be a continuing requirement for the services consonant with current plans 
for the proposed contract period; 
 
"(B) the furnishing of such services will require a substantial initial investment in plant or 
equipment, or the incurrence of substantial contingent liabilities for the assembly, 
training, or transportation of a specialized workforce; and 
 



"(C) the use of such a contract will promote the best interests of the United States by 
encouraging effective competition and promoting economies in operation. 
 
"(3) Guidance principles. -- In entering into contracts described in paragraph (1), the 
Administrator shall be guided by the following principles: 
 
"(A) The portion of the cost of any plant or equipment amortized as a cost of contract 
performance should not exceed the ratio between the period of contract performance and 
the anticipated useful commercial life of such plant or equipment. Useful commercial 
life, for this purpose, means the commercial utility of the facilities rather than the 
physical life thereof, the 
due consideration given to such factors as location of facilities, specialized nature thereof, 
and obsolescence. 
 
"(B) Consideration shall be given to the desirability of obtaining an option to renew the 
contract for a reasonable period not to exceed 3 years, at prices not to include charges for 
plant, equipment, and other nonrecurring costs, already amortized. 
 
"(C) Consideration shall be given to the desirability of reserving in the Federal Aviation 
Administration the right, upon payment of the unamortized portion of the cost of the 
plant or equipment, to take title thereto under appropriate circumstances. 
 
"(4) Termination. -- In the event funds are not made available for the continuation of a 
contract described in paragraph (1) into a subsequent fiscal year, the contract shall be 
canceled or terminated, and the costs of cancellation or termination may be paid from -- 
 
"(A) appropriations originally available for the performance of the contract concerned; 
 
"(B) appropriations currently available for procurement of the type of services concerned, 
and not otherwise obligated; or 
 
"(C) funds appropriated for those payments. 
 
"(f) Multiyear Property Acquisition Contracts. -- 
 
"(1) In general. -- Notwithstanding section 1341(a)(1)(B) of title 31, United States Code, 
to the extent that funds are otherwise available for obligation, the Administrator may 
make multiyear contracts (other than contracts described in paragraph (6)) for the 
purchase of property, whenever the Administrator finds -- 
 
"(A) that the use of such a contract will promote the safety or efficiency of the National 
Airspace System and will result in reduced total costs under the contract; 
 
"(B) that the minimum need for the property to be purchased is expected to remain 
substantially unchanged during the contemplated contract period in terms of production 
rate, procurement rate, and total quantities; 



 
"(C) that there is a reasonable expectation that throughout the contemplated contract 
period the Administrator will request funding for the contract at the level required to 
avoid contract cancellation; 
 
"(D) that there is a stable design for the property to be acquired and that the technical 
risks associated with such property are not excessive; and 
 
"(E) that the estimates of both the cost of the contract and the anticipated cost avoidance 
through the use of a multiyear contract are realistic. 
 
"(2) Regulations. -- 
 
"(A) General rule. -- The Administrator shall issue regulations for acquisition of property 
under this subsection to promote the use of multiyear contracting as authorized by 
paragraph (1) in a manner that will allow the most efficient use of multiyear contracting. 
 
"(B) Cancellation provisions. -- The regulations issued under this paragraph may provide 
for cancellation provisions in multiyear contracts described in paragraph (1) to the extent 
that such provisions are necessary and in the best interests of the United States. Such 
cancellation provisions may include consideration of both recurring and nonrecurring 
costs of the contractor associated with the production of the items to be delivered under 
the contract. 
 
"(C) Broadening industrial base. -- In order to broaden the aviation industrial base, the 
regulations issued under this paragraph shall provide that, to the extent practicable -- 
 
"(i) multiyear contracting under paragraph (1) shall be used in such a manner as to seek, 
retain, and promote the use under such contracts of companies that are subcontractors, 
vendors, or suppliers; and 
 
"(ii) upon accrual of any payment or other benefit under such a multiyear contract to any 
subcontract, vendor, or supplier company participating in such contractor, such payment 
or benefit shall be delivered to such company in the most expeditious manner practicable. 
 
"(D) Protection of federal interests. -- The regulations issued under this paragraph shall 
also provide that, to the extent practicable, the administration of this subsection, and of 
the regulations issued under this subsection, shall not be carried out in a manner to 
preclude or curtail the existing ability of the Federal Aviation Administration to -- 
 
"(i) provide for competition in the production of items to be delivered under such a 
contract; or 
 
"(ii) provide for termination of a prime contract the performance of which is deficient 
with respect to cost, quality, or schedule. 



"(3) Special rule for contracts with high cancellation ceiling. -- Before any contract 
described in paragraph (1) that contains a clause setting forth a cancellation ceiling in 
excess of $100,000,000 may be awarded, the Administrator shall give written notification 
of the proposed contract and of the proposed cancellation ceiling for that contract to the 
Committee on Commerce, Science, and Transportation of the Senate and the Committee 
on Public Works and Transportation of the House of Representatives, and such contract 
may not then be awarded until the end of a period of 30 days beginning on the date of 
such notification. 
 
"(4) Advance procurement. -- Contracts made under this subsection may be used for the 
advance procurement of components, parts, and materials necessary to the manufacture 
of equipment to be used in the National Airspace System, and contracts may be made 
under this subsection for such advance procurement, if feasible and practicable, in order 
to achieve economic-lot purchases and more efficient production rates. 
 
"(5) Termination. -- In the event funds are not made available for the continuation of a 
contract made under this subsection into a subsequent fiscal year, the contract shall be 
canceled or terminated, and the costs of cancellation or termination may be paid from -- 
 
"(A) appropriations originally available for the performance of the contract concerned; 
 
"(B) appropriations currently available for procurement of the type of property 
concerned, and not otherwise obligated; or 
 
"(C) funds appropriated for those payments. 
 
"(6) Limitation on applicability. -- This subsection does not apply to contracts for the 
construction, alteration, or major repair or improvements to real property or contracts for 
the purchase of property to which section 111 of the Federal Property and Administrative 
Services Act of 1949 (40 U.S.C. 759) applies. 
 
"(7) Multiyear contract defined. -- For the purposes of this subsection, a multiyear 
contract is a contract for the purchase of property or services for more than 1, but not 
more than 5, fiscal years. Such a contract may provide that performance under the 
contract during the second and subsequent years of the contract is contingent upon the 
appropriation of funds and (if it does so provide) may provide for a cancellation payment 
to be made to the contractor if such appropriations are not made. 
 
"(8) Price options. -- The Administrator may incorporate into a proposed multiyear 
contract negotiated priced options for varying the quantities of end items to be procured 
over the period of the contract.". 
 
(b) Conforming Amendment. -- The portion of the table of contents contained in the first 
section of such Act relating to section 303 is amended to read as follows: 
"Sec. 303. Procurement authority. 
 



"(a) Acquisition and disposal of property. 
 
"(b) Special rules for acquisitions. 
 
"(c) Procurement procedures. 
 
"(d) Sole source approval by Administrator. 
 
"(e) Multiyear service contracts. 
 
"(f) Multiyear property acquisition contracts.". 
 
SEC. 10119. EXPANDED EAST COAST PLAN. 
 
(a) Environmental Impact Statement. -- Not later than 180 days after the date of the 
enactment of this Act, the Administrator of the Federal Aviation Administration shall 
issue an environmental impact statement pursuant to the National Environmental 
[*H10215] Policy Act of 1969 on the effects of changes in aircraft flight patterns over the 
State of New Jersey caused by implementation of the Expanded East Coast Plan. 
 
(b) Air Safety Investigation. -- Not later than 180 days after the date of the enactment of 
this Act, the Administrator shall conduct an investigation to determine the effects on air 
safety of changes in aircraft flight patterns over the State of New Jersey caused by 
implementation of the Expanded East Coast Plan. 
 
(c) Report to Congress. -- Not later than 180 days after the date of the enactment of this 
Act, the Administrator shall transmit to Congress a report containing the results of the 
environmental impact statement and investigation conducted pursuant to this section. 
Such report shall also contain such recommendations for modification of the Expanded 
East Coast Plan as the Administrator considers appropriate or an explanation of why 
modification of such plan is not appropriate. 
 
(d) Implementation of Modifications. -- Not later than 1 year after the date of the 
enactment of this Act, the Administrator shall implement modifications to the Expanded 
East Coast Plan recommended under subsection (c). 
 
SEC. 10120. TRANSFER OF FORMAT OF GEODETIC NAVIGATION 
INFORMATION. 
 
Not later than 2 years after the date of the enactment of this Act, the Administrator of the 
 
Federal Aviation Administration and the Administrator of the National Oceanic and 
Atmospheric Administration shall complete the transfer of geodetic coordinate navigation 
information from NAD-27 format to NAD-83 format. 
 
SEC. 10121. SEVERABILITY. 



 
If any provision of this subtitle (including an amendment made by this subtitle), or the 
application thereof to any person or circumstance, is held invalid, the remainder of this 
subtitle and the application of such provision to other persons of circumstances shall not 
be affected thereby. 
 
SEC. 10122. BUY AMERICA. 
 
(a) General Rule. -- Notwithstanding any other provision of law, the Secretary of 
Transportation shall not obligate, after the date of enactment of this Act, any funds 
authorized to be appropriated to carry out this subtitle, section 106(k) of title 49, United 
States Code, or the Airport and Airway Improvement Act of 1982 (other than section 
506(b)) for any project unless steel and manufactured products used in such project are 
produced in the United States. 
 
(b) Limitations on Applicability. -- The provisions of subsection (a) of this section shall 
not apply where the Secretary finds -- 
 
(1) that their application would be inconsistent with the public interest; 
 
(2) that such materials and products are not produced in the United States in sufficient 
and reasonably available quantities and of a satisfactory quality; 
 
(3) in the case of the procurement of facilities and equipment under the Airport and 
Airway Improvement Act of 1982 that (A) the cost of components and subcomponents 
which are produced in the United States is more than 60 percent of the cost of all 
components of the facility or equipment described in this paragraph, and (B) final 
assembly of the facility or equipment described in this paragraph has taken place in the 
United States; or 
 
(4) that inclusion of domestic material will increase the cost of the overall project 
contract by more than 25 percent. 
 
(c) Calculation of Components Costs. -- For purposes of this section, in calculating 
components' costs, labor costs involved in final assembly shall not be included in the 
calculation. 
 
SEC. 10123. PROHIBITION AGAINST FRAUDULENT USE OF "MADE IN 
AMERICA" LABELS. 
 
If the Secretary of Transportation determines that any person intentionally affixes a label 
bearing a "Made in America" inscription to any product sold in or shipped to the United 
States that is not made in America, the Secretary shall declare that person ineligible to 
receive a Federal contract or grant in conjunction with the issuance of any contract made 
under this subtitle for a period of not less than 3 years and not more than 5 years. The 



Secretary may bring action against such person to enforce this subsection in any United 
States district court. 
 
SEC. 10124. RESTRICTIONS ON CONTRACT AWARDS. 
 
No person or enterprise domiciled or operating under the laws of a foreign government 
may enter into a contract or subcontract made pursuant to this subtitle if that government 
unfairly maintains, in government procurement, a significant and persistent pattern or 
practice of discrimination against United States products or services which results in 
identifiable harm to United States businesses, as identified by the President pursuant to 
section 305(g)(1)(A) of the Trade Agreements Act of 1979. 
 
Subtitle C -- Federal Aviation Administration Research, Engineering, and Development 
 
SEC. 10201. SHORT TITLE. 
 
This subtitle may be cited as the "Federal Aviation Administration Research, 
Engineering, and Development Authorization Act of 1990". 
 
SEC. 10202. AVIATION RESEARCH AUTHORIZATION OF APPROPRIATIONS. 
 
Paragraph (2) of section 506(b) of the Airport and Airway Improvement Act of 1982 (49 
U.S.C. App. 2205(b)(2)) is amended by striking subparagraph (A) and all that follows 
through the period at the end of such paragraph and inserting the following: 
 
"(A) for fiscal year 1991 -- 
 
"(i) $131,800,000 solely for air traffic control projects and activities; 
 
"(ii) $19,100,000 solely for air traffic control advanced computer projects and activities; 
 
"(iii) $3,400,000 solely for navigation projects and activities; 
 
"(iv) $9,700,000 solely for aviation weather projects and activities; 
 
"(v) $16,500,000 solely for aviation medicine projects and activities; 
 
"(vi) $70,100,000 solely for aircraft safety projects and activities; and 
 
"(vii) $4,400,000 solely for environmental projects and activities; and 
 
"(B) for fiscal year 1992 -- 
 
"(i) $137,800,000 solely for air traffic control projects and activities; 
 
"(ii) $19,100,000 solely for air traffic control advanced computer projects and activities; 



 
"(iii) $3,400,000 solely for navigation projects and activities; 
 
"(iv) $9,700,000 solely for aviation weather projects and activities; 
 
"(v) $16,500,000 solely for aviation medicine projects and activities; 
 
"(vi) $76,100,000 solely for aircraft safety projects and activities; and 
 
"(vii) $5,400,000 solely for environmental projects and activities. 
 
Not less than 3 percent of the funds made available under this paragraph for a fiscal year 
shall be available to the Administrator for making grants under section 312(g) of the 
Federal Aviation Act of 1958.". 
 
SEC. 10203. WEATHER SERVICES. 
 
Section 506(d) of the Airport and Airway Improvement Act of 1982 (49 U.S.C. App. 
2205(d)) is amended by striking the second sentence and inserting the following: 
"Expenditures for the purposes of carrying out this subsection shall be limited to 
$34,521,000 for fiscal year 1991 and $35,389,000 for fiscal year 1992.". 
 
SEC. 10204. AVIATION RESEARCH GRANT AND CONSORTIUM PROGRAM. 
 
(a) In General. -- Section 312 of the Federal Aviation Act of 1958 (49 U.S.C. App. 1353) 
is amended by adding at the end thereof the following new subsection: 
 
"(g) Research Grant and Consortium Program. -- 
 
"(1) General authority. -- The Administrator may make grants to colleges, universities, 
and nonprofit research organizations (A) to conduct aviation research, and (B) to 
establish a research consortium, consisting of regional centers of excellence for 
continuing research into areas deemed by the Administrator to be required for the long-
term growth of civil aviation. 
 
"(2) Applications. -- A university, college, or nonprofit organization interested in 
receiving a grant under this subsection may submit to the Administrator an application 
for such grant. Such application shall be in such form and contain such information as the 
Administrator may require. 
 
"(3) Selection. -- The Administrator shall establish a solicitation, review, and evaluation 
process that ensures (A) the funding under this subsection of proposals having adequate 
merit and relevancy to the mission of the Federal Aviation Administration, (B) an 
equitable geographical distribution of grant funds under this subsection, and (C) the 
inclusion of historically black colleges and universities and other minority institutions for 
funding consideration under this subsection. 



"(4) Records. -- Each person awarded a grant under this subsection shall maintain such 
records as the Administrator may require as being necessary to facilitate an effective 
audit and evaluation of the use of grant funds. 
 
"(5) Reports. -- The Administrator shall make an annual report to the Committee on 
Science, Space, and Technology of the House of Representatives and the Committee on 
Commerce, Science, and Transportation of the Senate on the research grant program 
conducted under this subsection.". 
 
(b) Conforming Amendment. -- That portion of the table of contents contained in the first 
section of such Act which appears under the heading: 
 
"Sec.312.Development planning." 
 
is amended by adding at the end the following: 
 
"(g) Research grant and consortium program.". 
 
SEC. 10205. STUDY BY THE GENERAL ACCOUNTING OFFICE OF MULTIYEAR 
CONTRACTING AUTHORITY. 
 
The Comptroller General of the United States shall conduct a study of the advisability of 
granting to the Administrator of the Federal Aviation Administration specific statutory 
authority – 
 
(1) to lease real property or interests therein for terms not to exceed 20 years, including, 
in the case of air navigation facilities and airports (as such terms are defined in section 
101(8) and (9) of the Federal Aviation Act of 1958) owned by the United States and 
operated under the direction of the Administrator, easements through or other interests in 
airspace immediately adjacent thereto and in connection therewith; 
 
(2) to procure personal property or services and real property and interests therein 
[*H10216] with procedures other than competitive procedures under section 303(c) of the 
Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(c)); 
 
(3) to serve as the senior procurement executive under section 16 of the Office of Federal 
Procurement Policy Act (41 U.S.C. 414) for the purpose of approving the justification for 
the use of noncompetitive procedures required under section 303(f)(1)(B)(iii) of the 
Federal Property and Administrative Services Act of 1949 (41 U.S.C. 253(f)(1)(B)(iii)); 
 
(4) to let multiyear contracts for services, including the operation, maintenance, and 
support of facilities and installations; the operation, maintenance, and modification of 
aircraft, vehicles, and other highly complex equipment; specialized training necessitating 
high quality instructor skills; and base services; and 
 
(5) to let multiyear contracts for the purchase of property. 



The study also shall examine the implementation of section 2306 (g) and (h) of title 10, 
United States Code, by the Department of Defense, and shall assess the usefulness of 
granting similar authority to the Federal Aviation Administration. The Comptroller 
General shall submit a report on the results of the study, along with any comments of the 
Administrator of the Federal Aviation Administration, to the Committee on Science, 
Space, and Technology of the House of Representatives and the Committee on 
Commerce, Science, and Transportation of the Senate within 6 months after the date of 
enactment of this Act. 
 
SEC. 10206. BUY-AMERICAN REQUIREMENT. 
 
(a) Determination by Administrator. -- If the Administrator, with the concurrence of the 
Secretary of Commerce and the United States Trade Representative, determines that the 
public interest so requires, the Administrator is authorized to award to a domestic firm a 
contract made pursuant to the issuance of any grant made under this subtitle that, under 
the use of competitive procedures, would be awarded to a foreign firm, if -- 
 
(1) the final product of the domestic firm will be completely assembled in the United 
States; 
 
(2) when completely assembled, not less than 51 percent of the final product of the 
domestic firm will be domestically produced; and 
 
(3) the difference between the bids submitted by the foreign and domestic firms is not 
more than 6 percent. 
 
In determining under this subsection whether the public interest so requires, the 
Administrator shall take into account United States international obligations and trade 
relations. 
 
(b) Limited Application. -- This section shall not apply to the extent to which -- 
 
(1) such applicability would not be in the public interest; 
 
(2) compelling national security considerations require otherwise; or 
 
(3) the United States Trade Representative determines that such an award would be in 
violation of the General Agreement on Tariffs and Trade or an international agreement to 
which the United States is a party. 
 
(c) Limitation. -- This section shall apply only to contracts made related to the issuance of 
any grant made under this subtitle for which -- 
 
(1) amounts are authorized by this subtitle (including the amendments made by this 
subtitle) to be made available; and 
 



(2) solicitations for bids are issued after the date of the enactment of this Act. 
 
(d) Report to Congress. -- The Administrator shall report to the Congress on contracts 
covered under this section and entered into with foreign entities in fiscal years 1991 and 
1992 and shall report to the Congress on the number of contracts that meet the 
requirements of subsection (a) but which are determined by the United States Trade 
Representative to be in violation of the General Agreement on Tariffs and Trade or an 
international agreement to which the United States is a party. The Administrator shall 
also report to the Congress on the number of contracts covered under this subtitle 
(including the amendments made by this subtitle) and awarded based upon the parameters 
of this section. 
 
(e) Definitions. -- For purposes of this section -- 
 
(1) the term "Administrator" means the Administrator of the Federal Aviation  
Administration; 
 
(2) the term "domestic firm" means a business entity that is incorporated in the United 
States and that conducts business operations in the United States; and 
 
(3) the term "foreign firm" means a business entity not described in paragraph (2). 
 
SEC. 10207. CATASTROPHIC FAILURE PREVENTION RESEARCH PROGRAM. 
 
(a) General Authority. -- Section 312(b) of the Federal Aviation Act of 1958 (49 U.S.C. 
App. 1353(b)) is amended by inserting after "inflight aircraft fires," the following; "to 
develop technologies and methods to assess the risk of and prevent defects, failures, and 
malfunctions of products, parts, processes, and articles manufactured for use in aircraft, 
aircraft engines, propellers, and appliances which could result in a catastrophic failure of 
an aircraft,". 
 
(b) Grant Program. -- Section 312 of such Act is amended by adding at the end the 
following new subsection: 
 
"(g) Catastrophic Failure Prevention Research Grant Program. -- 
 
"(1) General authority. -- The Administrator may make grants to colleges, universities, 
and nonprofit research organizations (A) to conduct aviation research relating to 
development of technologies and methods to assess the risk and prevent defects, failures, 
and malfunctions of products, parts, processes, and articles manufactured for use in 
aircraft, aircraft engines, propellers, and appliances which could result in a catastrophic 
failure of an aircraft, and (B) to establish centers of excellence for continuing such 
research. 
 
"(2) Selection and evaluation processes. -- The Administrator shall establish a 
solicitation, application, review, and evaluation process that ensures (A) the funding 



under this subsection of proposals having adequate merit and relevancy to the research 
described in paragraph (1).". 
 
(c) Conforming Amendment. -- That portion of the table of contents contained in the first 
section of such Act which appears under the heading: 
 
"Sec. 312. Development planning." 
 
is amended by adding at the end the following: 
 
"(g) Catastrophic failure prevention research grant program.". 
 
TITLE XI -- COMMITTEE ON VETERANS' AFFAIRS  
 
TABLE OF CONTENTS 
 
Subtitle A -- Limitation on compensation, DIC, and Pension 
 
Sec. 11001. Limitation on compensation benefits for certain incompetent veterans. 
 
Sec. 11002. Elimination of presumption of total disability in determination of pension for 
certain veterans. 
 
Sec. 11003. Reduction in pension for veterans receiving Medicaid-covered nursing home 
care. 
 
Sec. 11004. Ineligibility of remarried surviving spouses or married children for 
reinstatement of benefits eligibility upon becoming single. 
 
Sec. 11005. Limitations relating to disability compensation cost-of-living increases. 
 
Subtitle B -- Health-Care Benefits 
 
Sec. 11011. Medical-care cost recovery. 
 
Sec. 11012. Copayment for medication. 
 
Sec. 11013. Modification of health-care categories and copayments. 
 
Subtitle C -- Education and Employment 
 
Sec. 11021. Limitation of rehabilitation program entitlement to service-disabled veterans 
rated at 20 percent or more. 
 
Subtitle D -- Housing and Loan Guaranty Assistance 
 



Sec. 11031. Manufactured homes. 
 
Sec. 11032. Loan fee. 
 
Sec. 11033. Mortgage payment assistance to avoid foreclosure of home loans guaranteed 
under title 38. 
 
Sec. 11034. Eligibility 
 
Subtitle E -- Burial and Grave Marker Benefits 
 
Sec. 11041. Headstone or marker allowance. 
 
Sec. 11042. Plot allowance eligibility. 
 
Subtitle F -- Miscellaneous 
 
Sec. 11051. Use of tax-return information to verify income for purposes of needs-based 
benefits and services of the Department of Veterans Affairs. 
 
Sec. 11052. Willfull misconduct in line of duty. 
 
Sec. 11053. Mandatory reporting of social security numbers by benefits claimants and 
uses of death information by the Department of Veterans Affairs. 
 
Subtitle A -- Compensation, DIC, and Pension 
 
SEC. 11001. LIMITATION ON COMPENSATION BENEFITS FOR CERTAIN 
INCOMPETENT VETERANS. 
 
(a) In General. -- (1) Chapter 55 of title 38, United States Code, is amended by adding at 
the end the following new section: 
 
"§ 3205. Limitation on compensation payments for certain incompetent veterans 
 
"(a) In any case in which a veteran having neither spouse, child, nor dependent parent is 
rated by the Secretary in accordance with regulations as being incompetent and the value 
of the veteran's estate (excluding the value of the veteran's home) exceeds $25,000, 
further payment of compensation to which the veteran would otherwise be entitled may 
not be made until the value of such estate is reduced to less than $10,000. 
 
"(b)(1) Subject to paragraph (2) of this subsection, if a veteran denied payment of 
compensation pursuant to subsection (a) is subsequently rated as being competent, the 
Secretary shall pay to the veteran a lump sum equal to the total of the compensation 
which was denied the veteran pursuant to such paragraph. The Secretary shall make the 



lump-sum payment after the end of six months following the date of the competency 
rating. 
 
"(2) A lump-sum payment may not be made under paragraph (1) to a veteran who, 
[*H10217] within such six-month period, dies or is again rated by the Secretary as being 
incompetent. 
 
"(c) This section expires on September 30, 1992.". 
 
(2) The table of sections at the beginning of such chapter is amended by adding at the end 
the following new item: 
 
"3205. Limitation on compensation payments for incompetents having estates." 
 
(b) Effective Date. -- The amendment made by this section shall apply with respect to 
payment of compensation for months after October 1990. 
 
SEC. 11002. ELIMINATION OF PRESUMPTION OF TOTAL DISABILITY IN 
DETERMINATION OF PENSION FOR CERTAIN VETERANS. 
 
(a) Elimination of Presumption. -- Section 502(a) of title 38, United States Code, is 
amended by striking out "sixty-five years of age or older or became unemployable after 
age 65, or". 
 
(b) Applicability. -- The amendment made by subsection (a) shall apply with respect to 
claims filed after October 31, 1990. 
 
SEC. 11003. REDUCTION IN PENSION FOR VETERANS RECEIVING MEDICAID-
COVERED NURSING HOME CARE. 
 
(a) In General. -- Section 3203 of title 38, United States Code, is amended by adding at 
the end the following: 
 
"(f)(1) For the purposes of this subsection -- 
 
"(A) the term 'Medicaid plan' means a State plan for medical assistance referred to in 
section 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)); and 
 
"(B) the term 'nursing facility' means a nursing facility described in section 1919 of such 
Act (42 U.S.C. 1396r). 
 
"(2) If a veteran having neither spouse nor child is covered by a Medicaid plan for 
services furnished such veteran by a nursing facility, no pension in excess of $90 per 
month shall be paid to or for the veteran for any period after the month of admission to 
such nursing facility. 
 



"(3) No pension in excess of $90 per month may be paid to or for a veteran having 
neither spouse nor child for any period after the month in which such veteran is 
readmitted to a nursing facility for services referred to in paragraph (2) of this subsection 
if such veteran is readmitted within six months after the end of latest month for which the 
veteran's pension was reduced pursuant to such paragraph. 
 
"(4) Notwithstanding any provision of title XIX of the Social Security Act, the amount of  
the payment paid a nursing facility pursuant to a Medicaid plan for services furnished  a 
veteran may not be reduced by any amount of pension permitted to be paid such veteran 
under paragraph (2) or (3) of this subsection. 
 
"(5) A veteran is not liable to the United States for any payment of pension in excess of 
the amount permitted under this subsection that is paid to or for the veteran before the 
Secretary knows that the veteran is admitted or readmitted to a nursing facility for 
services covered by a Medicaid plan. 
 
"(6) The costs of administering this subsection shall be paid for from amounts available 
to the Department of Veterans Affairs for the payment of compensation and pension. 
 
"(7) This section expires on September 30, 1992.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply with respect to 
payment of pension for months after the month in which this Act is enacted. 
 
SEC. 11004. INELIGIBILITY OF REMARRIED SURVIVING SPOUSES OR  
MARRIED CHILDREN FOR REINSTATEMENT OF BENEFITS ELIGIBILITY 
UPON BECOMING SINGLE. 
 
(a) In General. -- Section 103 of title 38, United States Code, is amended by striking out 
subsections (d) and (e). 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on 
November 1, 1990, or the date of the enactment of this Act, whichever is later. 
 
SEC. 11005. LIMITATIONS RELATING TO DISABILITY COMPENSATION COST-
OF-LIVING INCREASES. 
 
(a) Point of Order Relating to an Increase in Veterans' Disability Compensation. -- It shall 
not be in order during the One Hundred First Congress, second session, for either House 
of Congress to consider any bill or resolution containing a provision that increases, 
effective on a date during fiscal year 1991, the rates of disability compensation payable 
under laws administered by the Secretary of Veterans Affairs if such provision -- 
 
(1) includes authority to round the amounts of the monthly disability compensation 
computed under such provision in any manner other than to the next lower dollar; or 
 



(2) does not include an effective date for such increase of January 1, 1991, or later. 
 
(b) Point of Order Relating to Amendments. -- It shall not be in order during the One 
Hundred First Congress, second session, for either House of Congress to consider any 
amendment to a bill or resolution that, if agreed to, would cause the bill or resolution to 
be subject to a point of order under subsection (a). 
 
(c) Section Subject to Rulemaking Authority. -- This section is enacted by Congress -- 
 
(1) as an exercise of the rulemaking power of the Senate and House of Representatives, 
respectively, and as such it is deemed a part of the rules of each House, respectively, but 
applicable only to a bill or resolution described in subsection (a) and an amendment 
described in subsection (b), and it supersedes other rules only to the extent that it is 
inconsistent with such rules; and 
 
(2) with full recognition of the constitutional right of either House to change the rules (so 
far as relating to the procedure of that House) at any time, in the same manner and to the 
same extent as in the case of any other rule of that House. 
 
Subtitle B -- Health-Care Benefits 
 
SEC. 11011. MEDICAL-CARE COST RECOVERY. 
 
(a) Applicability. -- Effective for the period ending on October 1, 1992, clause (D) of 
section 629(a)(2) of title 38, United States Code, is amended to read as follows: 
 
"(D) that is incurred by a veteran who is entitled to care (or payment of the expenses of 
care) under a health-plan contract.". 
 
(b) Maximum Amount Recoverable. -- Clause (B) of section 629(c)(2) of such title is 
amended by striking out "in accordance with the prevailing rates at which the third party 
makes payments under comparable health-plan contracts with", and inserting in lieu 
thereof "if provided by". 
 
(c) Establishment of Medical Recoveries Fund. -- Section 629(g) of such title is amended 
to read as follows: 
 
"(g)(1) There is established in the Treasury a fund to be known as the Department of 
Veterans Affairs Third-Party Medical Recoveries Fund (hereafter referred to in this 
section as the 'Fund'). 
 
"(2) Amounts recovered or collected under this section shall be credited to the Fund. 
 
"(3) Sums in the Fund shall be available to the Secretary for the following: 
 



"(A) Necessary expenses for the identification, billing, and collection of the cost of care 
and services furnished under this chapter, including costs of equipment, computer 
hardware and software costs, word processing and telecommunications equipment costs, 
costs of supplies and furniture, personnel training and travel costs, personnel and 
administrative costs of attorneys with the Office of the General Counsel (and their 
support personnel), other personnel and administrative costs, and the costs of any contract 
for identification, billing, or collection services. 
 
"(B) Payment of the Secretary for reasonable charges, as determined by the Secretary, 
imposed for (i) services and utilities (including light, water, and heat) furnished by the 
Secretary, (ii) recovery and collection activities under this section, and (iii) 
administration of the Fund. 
 
"(C) Costs related to the administration and collection of copayments imposed for health 
care and supplies furnished under this chapter. 
 
"(4) Not later than January 1 of each year, there shall be deposited into the Treasury as 
miscellaneous receipts an amount equal to the unobligated balance in the Fund at the 
close of business on September 30 of the preceding year.". 
 
(d) Transfer to Fund. -- 
 
(1) Amount to be transferred. -- The Secretary of the Treasury shall transfer $25,000,000 
from the Department of Veterans Affairs Loan Guaranty Revolving Fund to the 
Department of Veterans Affairs Third-Party Medical Recoveries Fund established by 
section 629(g) of title 38, United States Code (as amended by subsection (c)). The 
amount so transferred shall be available until September 30, 1991, for the support of the 
equivalent of 800 full-time employees and other expenses described in paragraph (3) of 
such section. 
 
(2) Reimbursement of loan guaranty revolving fund. -- Notwithstanding section 629(g) of 
title 38, United States Code (as amended by subsection (c)), the first $25,000,000 
recovered or collected by the Department of Veterans Affairs during fiscal year 1991 as a 
result of third-party medical recovery activities shall be credited to the Department of 
Veterans Affairs Loan Guaranty Revolving Fund. 
 
(3) Third-party medical recovery activities defined. -- For the purposes of this section, the 
term "third-party medical recovery activities" means recovery and collection activities 
carried out under section 629 of title 38, United States Code. 
 
(e) Definition of Health-Plan Contract. -- Clause (A) of section 629(i)(1) of title 38, 
United States Code, is amended by adding at the end the following sentence: "Such term 
includes a Medicare supplemental insurance policy, as defined in section 1882(g) of the 
Social Security Act (42 U.S.C. 1395ss(g)), and with respect to such a policy, Department 
of Veterans Affairs medical facilities and personnel shall be deemed to be Medicare-



participating providers, and medical services covered by such a policy and furnished by 
the Department shall be deemed to be Medicare-covered services.". 
 
(f) Effective Date. -- The amendments made by this section shall take effect as of October 
1, 1990. 
 
SEC. 11012. COPAYMENT FOR MEDICATION. 
 
(a) In General. -- (1) Subchapter III of chapter 17 of title 38, United States Code, is 
amended by adding at the end the following new section: 
 
"§ 622A. Copayments for prescription drugs 
 
"(a) The Secretary may not furnish a drug under this chapter on an outpatient basis 
[*H10218] for the treatment of a non-service-connected disability or condition of a 
veteran (other than a veteran with a service-connected disability rated 50 percent or 
more) unless the veteran pays to the United States $2 for each 30-day supply of the drug 
provided to the veteran. If the initial amount supplied is less than a 30-day supply, the 
amount of the charge may not be reduced. 
 
"(b) Amounts collected under this section shall be credited to the Department of Veterans 
Affairs Third-Party Medical Recoveries Fund. 
 
"(c) The provisions of subsection (a) expire on September 30, 1991.". 
 
(2) The table of sections at the beginning of such chapter is amended by inserting after 
the item relating to section 622 the following new item: 
 
"622A. Copayments for drugs.". 
 
(b) Effective Date. -- Section 622A of title 38, United States Code, as added by 
subsection (a), shall apply with respect to drugs furnished by the Secretary of Veterans 
Affairs under chapter 11 of title 38, United States Code, after October 31, 1990, or the 
date of the enactment of this Act, whichever is later. 
 
SEC. 11013. MODIFICATION OF HEALTH-CARE CATEGORIES AND 
COPAYMENTS. 
 
(a) Inpatient Care. -- (1) Subsection (a) of section 610 of title 38, United States Code, is 
amended -- 
 
(A) in paragraph (1)(I), by striking out "622(a)(1)" and inserting in lieu thereof "622(a)"; 
and 
 
(B) by striking out paragraph (2) and inserting in lieu thereof the following: 
 



"(2) In the case of a veteran who is not described in paragraph (1) of this subsection, the 
Secretary may, to the extent resources and facilities are available, furnish hospital care 
and nursing home care to a veteran which the Secretary determines is needed for a non-
service connected disability, subject to the provisions of subsection (f) of this section.". 
 
(2) Subsection (f) of such section is amended -- 
 
(A) by striking out paragraphs (1) and (2) and inserting in lieu thereof the following: 
 
"(f)(1) The Secretary may not furnish hospital care or nursing home care under this 
section to a veteran who is eligible for such care under subsection (a)(2) of this section 
unless the veteran agrees to pay the United States the applicable amount determined 
under paragraph (2) of this subsection. 
 
"(2) A veteran who is furnished hospital care or nursing home care under this section and 
who is required under paragraph (1) of this subsection to agree to pay an amount to the 
United States in order to be furnished such care shall be liable to the United States for an 
amount equal to -- 
 
"(A) the lesser of -- 
 
"(i) the cost of furnishing such care, as determined by the Secretary, and 
 
"(ii) the amount determined under paragraph (3) of this subsection; and 
 
"(B) an amount equal to $10 for every day the veteran receives hospital care, and $5 for 
every day the veteran receives nursing home care, after that number of days considered in 
determining the amount the veteran is liable for under clause (i) of this subparagraph."; 
and 
 
(B) in subparagraphs (A) and (B) of paragraph (3), by striking out "(2)(B)" each place it 
appears and inserting in lieu thereof "(2)(A)(i)(II)". 
 
(b) Outpatient Care. -- Subsection (f) of section 612 of such title is amended -- 
 
(1) in paragraph (1), by striking out "610(a)(2)(B)" and inserting in lieu thereof 
"610(a)(2)"; 
 
(2) by redesignating paragraphs (5) and (7) as (3) and (4), respectively; and 
 
(3) by striking paragraphs (3), (4), and (6). 
 
(c) Income Thresholds. -- (1) Subsection (a) of section 622 of such title is amended -- 
 
(A) in paragraph (1) -- 
 



(i) by striking out "(1)" at the beginning of the subsection; 
 
(ii) by redesignating clauses (A), (B), and (C) as paragraphs (1), (2), and (3), 
respectively; and 
 
(iii) by striking out "Category A threshold" in paragraph (3), as so redesignated, and 
inserting in lieu thereof "the amount set forth in subsection (b)"; 
 
(B) by striking out paragraph (2). 
 
(2) Subsection (b) of such section is amended to read as follows: 
 
"(b)(1) For purposes of subsection (a)(3), the income threshold for the calendar year 
beginning on January 1, 1990, is -- 
 
"(A) $17,240 in the case of a veteran with no dependents; and 
 
"(B) $20,688 in the case of a veteran with one dependent, plus $1,150 for each additional 
dependent. 
 
"(2) For a calendar year beginning after December 31, 1990, the amounts in effect for 
purposes of this subsection shall be the amounts in effect for the preceding calendar year 
as adjusted under subsection (c) of this section.". 
 
(3) Subsection (c) of such section is amended by striking out "paragraphs (1) and (2) of". 
 
(4) Paragraph (2) of subsection (d) of such section is amended to read as follows: 
 
"(2) A determination described in this paragraph is a determination that for purposes of 
subsection (a)(3) of this section a veteran's attributable income is not greater than the 
amount determined under subsection (b) of this section.". 
 
(5) Subsection (e) of such section is amended -- 
 
(A) in paragraph (1), by striking out "the Category A threshold or the Category B 
threshold, as appropriate" and inserting in lieu thereof "the amount determined under 
subsection (b) of this section"; and 
 
(B) by striking out paragraph (2) and inserting in lieu thereof the following: 
 
"(2) A veteran is described in this paragraph for the purposes of subsection (a) of this 
section if – 
 
"(A) the veteran has an attributable income greater than the amount determined under 
subsection (b) of this section, and 
 



"(B) the current projections of such veteran's income for the current year are that the 
veteran's income for such year will be substantially below the amount determined under 
subsection (b).". 
 
(d) Effective Date. -- The amendments made by this section shall apply with respect to 
hospital care and medical services received after October 31, 1990, or the date of the 
enactment of this Act, whichever is later. 
 
(e) Sunset. -- The amendments made by this section expire on September 30, 1991. 
 
Subtitle C -- Education and Employment 
 
SEC. 11021. LIMITATION OF REHABILITATION PROGRAM ENTITLEMENT TO 
SERVICE-DISABLED VETERANS RATED AT 20 PERCENT OR MORE. 
 
(a) In General. -- Section 1502(l) of title 38, United States Code, is amended -- 
 
(1) in clause (A), by striking out ", or but for the receipt of retired pay would be, 
compensable under" and inserting in lieu thereof "rated at 20 percent or more for 
purposes of"; and 
 
(2) in clause (B), by striking out "compensable under" and inserting in lieu thereof "rated 
at 20 percent or more for purposes of". 
 
(b) Employment Assistance. -- Section 1517 of such title is amended -- 
 
(1) in subsection (a)(1), by inserting "described in section 1502(1)(A) of this title" after 
"serviceconnected disability"; and 
 
(2) in subsection (b)(1), by inserting "with a service-connected disability described in 
section 1502(1)(A) of this title" after "veteran" the first place it appears therein. 
 
(c) Effective Date. -- The amendments made by this section shall apply only to veterans 
and other persons originally applying for assistance under chapter 31 of title 38, United 
States Code, on or after November 1, 1990. 
 
Subtitle D -- Housing and Loan Guaranty Assistance 
 
SEC. 11031. MANUFACTURED HOMES. 
 
Section 1812(c) of title 38, United States Code, is amended -- 
 
(1) in paragraph (3), by striking out the second and third sentences; and 
 
(2) by adding at the end the following: 
 



"(6)(A) In the case of making a claim on a guaranty made under this section, the holder 
of the loan shall have the election of submitting a claim to the Secretary based upon -- 
 
"(i) the value of the property securing the loan, as determined by the Secretary, upon 
receiving the Secretary's valuation; or 
 
"(ii) upon completion of a liquidation sale, the greater of the value of the property 
securing the loan, as determined by the Secretary, or the actual proceeds from the 
liquidation. 
 
"(B) Payments of a claim on a guaranty under this section shall be made only after the 
filing of an accounting with the Secretary. In any such accounting the Secretary shall 
permit to be included therein accrued unpaid interest from the date of the first uncured 
default to such cutoff date as the Secretary may establish, and the Secretary shall allow 
the holder of the loan to charge against the liquidation or resale proceeds, accrued interest 
from the cutoff date established to such further date as the Secretary may determine and 
such costs and expenses as the Secretary determines to be reasonable and proper.". 
 
SEC. 11032. LOAN FEE. 
 
Section 1829 of title 38, United States Code, is amended -- 
 
(1) in subsection (a) -- 
 
(A) in paragraph (2), by striking out "The amount" and inserting in lieu thereof "Except 
as provided in paragraph (6) of this subsection, the amount"; and 
 
(B) by adding at the end the following: 
 
"(6) With respect to each loan closed during the period beginning November 1, 1990, and 
ending on October 1, 1991, each amount specified in paragraph (2) of this subsection and 
in subsection 
 
(b) of this section shall be increased by 0.50 percent of the total loan amount."; and 
 
(2) in subsection (b), by striking out "The amount" in the second sentence and inserting in 
lieu thereof "Except as provided in paragraph (6) of subsection (a), the amount". 
 
SEC. 11033. MORTGAGE PAYMENT ASSISTANCE TO AVOID FORECLOSURE 
OF HOME LOANS GUARANTEED UNDER TITLE 38. 
 
(a) In General. -- (1) Chapter 37 of title 38, United States Code, is amended by inserting 
after section 1814 the following new section: 
 
"§ 1815. Loans to refinance delinquent indebtedness 
 



"(a)(1) The Secretary may, at the Secretary's option, provide assistance to a veteran under 
this section for the purpose of avoiding the foreclosure of a housing loan made to that 
veteran and guaranteed by the Secretary [*H10219] under section 1810 or 1812 of this 
title (hereafter in this section referred to as a 'primary loan'). 
 
"(2) Assistance under this section shall be in the form of a loan to the veteran. Such 
assistance may be provided only if -- 
 
"(A) the dwelling that secures the primary loan is the current residence of the veteran and 
is occupied by the veteran as the veteran's home; 
 
"(B) the veteran is at least six months delinquent in payments on that primary loan; 
 
"(C) the veteran has lost employment or has had a substantial reduction in household 
income (as defined in regulations prescribed by the Secretary) through no fault of the 
veteran; and 
 
"(D) the Secretary determines that there is a reasonable prospect that the veteran will be 
able to resume payment on the primary loan within six months after receiving assistance 
under this section. 
 
"(3) For the purposes of this section, the term 'veteran' includes the surviving spouse of a 
veteran if the surviving spouse was a co-obligor of the primary loan. 
 
"(b)(1) A loan under this section shall be advanced to the holder of the primary loan. The 
amount of the loan under this subsection shall first be applied to the amount delinquent 
on the loan guaranteed under this chapter including any amount delinquent on taxes, 
assessments, and hazard insurance required by the holder to be included in the veteran's 
monthly payment on the mortgage. 
 
"(2) The Secretary may make more than one loan under this section to a veteran. The 
total amount of loans under this section to any veteran may not exceed $10,000. 
 
"(c) A loan under this section -- 
 
"(1) shall bear no interest until the date on which payments on the primary loan 
(including amounts for taxes, assessments, and hazard insurance required by the holder to 
be included in the veteran's monthly payment on the mortgage) are current; 
 
"(2) shall be secured by a lien on the property securing the primary loan and by such 
other security as the Secretary may require; and 
 
"(3) shall be subject to such additional terms and conditions as the Secretary may require. 
 
"(d) As a condition of receiving a loan under this section the veteran shall execute an 
agreement, in such form as the Secretary may prescribe, to repay the loan within a 



reasonable period of time, as determined by the Secretary, not to exceed 15 years from 
the date on which such loan is made. If the Secretary determines that the veteran has 
sufficient income or other resources to do so, the Secretary may require the veteran to 
make partial payments on the primary loan guaranteed under this chapter during the 
period the holder of that loan is applying the amount of the loan under this section to 
payments becoming due on the primary loan. 
 
"(e) Notwithstanding any other law, the Secretary may employ attorneys to bring suit to 
collect any amount of a loan under this section on which the veteran to whom the loan is 
made is in default. 
 
"(f) The Secretary's decisions on any question of law or fact regarding assistance under 
this section, including whether or not to grant such assistance and the terms and 
conditions under which such assistance is granted or not granted, shall be final and 
conclusive, and no other official or any court of the United States shall have power or 
jurisdiction to review any such decision by an action in the nature of mandamus or 
otherwise. 
 
"(g) A loan under this section shall be made from the fund established under section 1824 
or 1825 of this title that is available with respect to the primary loan in connection with 
which the loan is made under this section.". 
 
(2) The table of sections at the beginning of such chapter is amended by inserting after 
the item relating to section 1814 the following new item: 
 
"1815. Loans to refinance delinquent indebtedness.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall take effect at the end 
of the 60-day period beginning on the date of the enactment of this Act. 
 
SEC. 11034. ELIGIBILITY. 
 
(a) Selected Reserve. -- Chapter 37 of title 38, United States Code, is amended -- 
 
(1) in section 1801(b), by adding at the end the following: 
 
"(5)(A) The term 'veteran' also includes an individual who is not otherwise eligible for 
the benefits of this chapter and who has completed a total of service of at least 6 years in 
the Selected Reserve and, following the completion of such service, was discharged from 
service with an honorable discharge, was placed on the retired list, was transferred to the 
Standby Reserve or an element of the Ready Reserve other than the Selected Reserve 
after service in the Selected Reserve characterized by the Secretary concerned as 
honorable service, or continues serving in the Selected Reserve. 
 
"(B) The term 'Selected Reserve' means the Selected Reserve of the Ready Reserve of 
any of the reserve components (including the Army National Guard of the United States 



and the Air National Guard of the United States) of the Armed Forces, as required to be 
maintained under section 268(b) of title 10, United States Code."; and 
 
(2) in section 1802(a)(2), by adding at the end the following: 
 
"(D) Each veteran described in section 1801(b)(5) of this title.". 
 
(b) Fees. -- (1) Section 1829(a)(2) of such title is amended -- 
 
(A) by striking out "and" at the end of subparagraph (B); 
 
(B) by striking out the period at the end of subparagraph (C) and inserting in lieu thereof 
"; and"; and 
 
(C) by adding after subparagraph (C) the following new subparagraph: 
 
"(D) in the case of a loan made to, or guaranteed or insured on behalf of, a veteran 
described in section 1801(b)(5) of this title under this chapter, the amount of such fee 
shall be – 
 
"(i) two percent of the total loan amount; 
 
"(ii) in the case of a loan for any purpose specified in section 1812 of this title, one 
percent of such amount; or 
 
"(iii) in the case of a loan for a purchase (other than a purchase referred to in section 1812 
of this title) or for construction with respect to which the veteran has made a 
downpayment of 5 percent or more of the total purchase price or construction cost -- 
 
"(I) 1.50 percent of the total loan amount if such downpayment is less than 10 percent of 
such price or cost; or 
 
"(II) 1.25 percent of the total loan amount if such downpayment is 10 percent or more of 
such price or cost.". 
 
(2) Subparagraphs (A) and (B) of section 1825(c)(2) of such title are amended by 
inserting "(other than loans described in section 1829(a)(2)(D) of this title)" after "for 
each loan". 
 
Subtitle E -- Burial and Grave Marker Benefits 
 
SEC. 11041. HEADSTONE OR MARKER ALLOWANCE. 
 
(a) In General. -- Section 906 of title 38, United States Code, is amended -- 
 
(1) by striking out subsection (d); and 



 
(2) by redesignating subsection (e) as subsection (d). 
 
(b) Effective Date. -- This section shall apply to deaths occurring on or after November 1,  
1990. 
 
SEC. 11042. PLOT ALLOWANCE ELIGIBILITY. 
 
(a) In General. -- Section 903(b)(2) of title 38, United States Code, is amended by 
inserting "(other than a veteran whose eligibility for benefits under this subsection is 
based on being a veteran of any war)" after "(2) if such veteran". 
 
(b) Effective Date. -- This section shall apply to deaths occurring on or after November 1, 
1990. 
 
Subtitle F -- Miscellaneous 
 
SEC. 11051. USE OF TAX RETURN INFORMATION TO VERIFY INCOME FOR 
PURPOSES OF NEEDSBASED BENEFITS AND SERVICES OF THE 
DEPARTMENT OF VETERANS AFFAIRS. 
 
(a) Disclosure of Tax Information to DVA. -- (1) Subparagraph (D) of section 6103(1)(7) 
of the Internal Revenue Code of 1986 (relating to disclosure of return information to 
Federal, State, and local agencies administering certain programs) 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; 
 
"(II) parents' dependency and indemnity compensation provided under section 415 of title 
38, United States Code; 
 
"(III) 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 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 disabilities, not rated as total (except that, in such cases, 
only wage and selfemployment information may be disclosed).". 
 



(2) The heading of paragraph (7) of section 6103(1) of such Code is amended by striking 
out "or the food stamp act 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 Programs. -- (1) 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 benefit or service described in 
subsection (c) of this section that income information furnished by the applicant to the 
Secretary may be compared with information obtained by the Secretary from the 
Secretary of Health and Human Services or the Secretary of the Treasury under section 
6103(l)(7)(D)(viii) of the Internal Revenue Code of 1986. 
 
"(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(l)(7)(D)(viii) of the Internal Revenue Code of 1986, terminate, deny, suspend, or 
reduce any benefit or service described in subsection (c) of this section until the Secretary 
takes appropriate steps to verify independently information relating to the following: 
 
[*H10220] "(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 actually had such asset or income. 
 
"(c) The benefits and services described in this subsection are the following: 
 
"(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 compensation provided under section 415 of this 
title. 
 
"(3) Health-care services furnished under sections 610(a)(1)(I), 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 disabilities, 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 Secretary finds that the 



amount and duration of the earnings reported 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 information under subsection (b) of this section, and shall give the 
individual an opportunity to contest such findings, in the same manner as applies to other 
information and findings relating to eligibility for the benefit or service involved. 
 
"(f)(1) If funds appropriated to the Department of Veterans Affairs for general operating 
expenses for any fiscal year do not include sufficient amounts provided for the purpose of 
carrying out this section during that fiscal year, the Secretary shall pay the expenses of 
carrying out this section during that fiscal year (to the extent that such general operating 
expenses appropriations are insufficient for that purpose) from amounts available to the 
Department for the payment of compensation and pension. 
 
"(2) For any fiscal year for which the authority provided by paragraph (1) is used, if a 
supplemental appropriation law is enacted to provide additional funds to the Department 
of Veterans Affairs for general operating expenses for that fiscal year which are to be 
available for the purpose of carrying out this section, such supplemental appropriations 
for such purpose shall (to the extent available) be used to reimburse appropriations 
provided for payment of compensation and pension for any expenses previously charged 
against such appropriations for the administration of this section. 
 
"(g) The authority of the Secretary to obtain information from the Secretary of the 
Treasury or the Secretary of Health and Human Services under section 
6103(1)(7)(D)(viii) of the Internal Revenue Code of 1986 expires on September 30, 
1992.". 
 
(2) The table of sections at the beginning of such chapter is amended by adding at the end 
the following new item: 
 
"3117. Use of income information from other agencies: notice and verification.". 
 
(c) Notice to Current Beneficiaries. -- (1) The Secretary of Veterans Affairs shall notify 
individuals who (as of the enactment of this Act) are applicants for or recipients of the 
benefits described in subsection (b) (other than paragraph (3)) of section 3117 of title 38, 
United States Code (as added by subsection (b)), that income information furnished to the 
Secretary by such applicants 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 section 6103(l)(7)(D)(viii) of the Internal Revenue Code of 1986 (as 
added by subsection (a)). 
 
(2) Notification under paragraph (1) shall be made not later than 90 days after the date of 
the enactment of this Act. 
 



(3) The Secretary of Veterans Affairs may not obtain information from the Secretary of 
Health and Human Services or the Secretary of the Treasury under section 
6103(l)(7)(D)(viii) of the Internal Revenue Code of 1986 (as added by subsection (a)) 
until such notification under paragraph (1) is made. 
 
SEC. 11052. WILLFUL MISCONDUCT IN LINE OF DUTY. 
 
(a) Repeal of Rule With Respect to Presumption of Willful Misconduct. -- Section 105(a) 
of title 38, United States Code, is amended by striking out the last sentence. 
 
(b) Prohibition of Payment of Benefits Based on the Secondary Effects of Willful 
Misconduct. -- 
 
(1) Section 310 of such title is amended by inserting ", including the secondary effects," 
after "disability" the last place it appears. 
 
(2) Section 331 of such title is amended by inserting ", including the secondary effects," 
after "disability" the last place it appears. 
 
(3) Section 521 of such title is amended by inserting ", including the secondary effects," 
after "disability". 
 
(c) Effective Date. -- The amendments made by this section shall apply with respect to 
claims filed after October 31, 1990. 
 
SEC. 11053. MANDATORY REPORTING OF SOCIAL SECURITY NUMBERS BY 
BENEFITS CLAIMANTS AND USES OF DEATH INFORMATION 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 any such benefits. 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 terminate the payment of 
compensation or pension to a 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 application or reinstate payment of compensation 
or pension, as the case may be, if such person furnishes the Secretary with such social 
security number.". 



(b) Review of Department of Health and Human Services Death Information To Identify 
Deceased Recipients of Compensation and Pension Benefits. -- (1) Chapter 53 of title 38, 
United States Code, as amended by section 11051, is further amended by adding at the 
end the following new section: 
 
"§ 3118. Review of Department of Health and Human Services death information 
 
"(a) The Secretary shall periodically compare Department of Veterans Affairs 
information regarding persons to or for whom compensation or pension is being paid 
with Department of Health and Human Services death information for the purposes of -- 
 
"(1) determining whether any such persons are deceased; 
 
"(2) ensuring that such payments to or for any such persons who are deceased are 
terminated in a timely manner; and 
 
"(3) ensuring that collection of overpayments of such benefits resulting from payments 
after the death of such persons is initiated in a timely manner. 
 
"(b) The Department of Health and Human Services death information referred to in 
subsection (a) of this section is death information available to the Secretary from or 
through the Secretary of Health and Human Services, including 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) The table of sections at the beginning of such chapter is further amended by adding at 
the end the following: 
 
"3118. Review of Department of Health and Human Services death information.". 
 
TITLE XII -- COMMITTEE ON WAYS AND MEANS: SPENDING 
 
TABLE OF CONTENTS OF TITLE 
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Sec.12001.Reductions in payments for capital-related costs of inpatient hospital services 
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Sec.12003.Expansion of DRG payment window. 
 
Sec.12004.Payments for direct graduate medical education costs. 
 
Sec.12005.PPS-exempt hospitals. 



 
Sec.12006.Freeze in payments under part A through December 31. 
 
Subtitle B -- Provisions Relating to Medicare Part B 
 
PART 1 -- Payment for Physicians' Services 
 
Sec.12101.Reduction in payments for overvalued procedures. 
 
Sec.12102.Payment for radiology services. 
 
Sec.12103.Anesthesia services. 
 
Sec.12104.Pathology services. 
 
Sec.12105.Payments for physicians' services. 
 
Sec.12106.Treatment of new physicians. 
 
Sec.12107.Payments for assistants at surgery. 
 
Sec.12108.Interretation of electrocardiograms. 
 
PART 2 -- Other Items and Services 
 
Sec.12111.Payments for hospital outpatient services. 
 
Sec.12112.Durable medical equipment. 
 
Sec.12113.Payments for clinical diagnostic laboratory tests. 
 
Sec.12114.Reduction in payments under part B during final 2 months of 1990. 
 
Subtitle C -- Provisions Relating to Medicare Parts A and B 
 
Sec.12201.End stage renal disease services. 
 
Sec.12202.Extension of secondary payor provisions. 
 
Subtitle D -- Provisions Relating to Medicare Part B Premium and Deductible 
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Sec.12401.4-year extension of Customs user fees. 
 
Sec.12402.5-year extension of Internal Revenue Service user fees. 
 
Sec.12403.Increase in PBGC premium rates. 
 
Sec.12404.Recovery of OASDI overpayments by means of reduction in tax refunds. 
 
Subtitle F -- Government-Sponsored Enterprises 
 
Sec.12501.Financial safety and soundness of Government-sponsored enterprises and 
Government corporations. 
 
Sec.12502.Congressional Budget Office study. 
 
Subtitle G -- Public Debt Limit 
 
Sec.12601.Increase in public debt limit. 
 
Subtitle A -- Provisions Relating to Medicare Part A 
 
SEC. 12001. REDUCTIONS IN PAYMENTS FOR CAPITAL-RELATED COSTS OF 
INPATIENT HOSPITAL SERVICES FOR FISCAL YEAR 1991. 
 
(a) In General. -- Section 1886(g)(3)(A)(v) of the Social Security Act (42 U.S.C. 
1395ww(g)(3)(A)(v)) is amended by striking "September 30, 1990" and inserting 
"September 30, 1991". 
 
(b) Exemption for Rural Primary Care Hospitals. -- Section 1886(g)(3)(B) of such Act is 
amended by striking "1886(d)(5)(D)(iii))." and inserting "1886(d)(5)(D)(iii) or a rural 
primary care hospital (as defined in section 1861(mm)(1))." 
 
SEC. 12002. PROSPECTIVE PAYMENT HOSPITALS. 
 
(a) Hospital Payment Adjustments. -- 
 
(1) Changes in update factors. -- 
 
(A) In general. -- Section 1886(b)(3)(B)(i) of the Social Security Act (42 U.S.C. 
1395ww(b)(3)(B)(i)) is amended -- 
 
(i) by striking "and" at the end of subclause (V); 
 
(ii) in subclause (VI) -- 
 



(I) by striking "1991" and inserting "1994", and 
 
(II) by redesignating such subclause as subclause (IX); and 
 
(iii) by inserting after subclause (V) the following new subclauses: 
 
"(VI) for fiscal year 1991, the market basket percentage increase minus 2.0 percentage 
points for hospitals in all areas, 
 
"(VII) for fiscal year 1992, the market basket percentage increase minus 3.55 percentage 
points for hospitals in all areas, 
 
"(VIII) for fiscal year 1993, the market basket percentage increase minus 1.0 percentage 
point for hospitals in all areas, and". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall apply to 
payments for discharges occurring on or after January 1, 1991. 
 
(2) Rural and inner-city hospitals. -- 
 
(A) Changes in disproportionate share adjustments. -- 
 
(i) Increase for urban hospitals with more than 100 beds. -- Section 1886(d)(5)(F)(vii) of 
such Act (42 U.S.C. 1395ww(d)(5)(F)(vii)) is amended -- 
 
(I) in subclause (I), by striking "greater than 20.2," and all that follows and inserting the 
following: "greater than 20.2 -- 
 
"(a) for cost reporting periods beginning on or after April 1, 1990, and ending on or 
before September 30, 1990, (P-20.2)(.65) + 5.62, 
 
"(b) for cost reporting periods beginning on or after October 1, 1990, and ending on or 
before September 30, 1992, (P-20.2)(.8) + 5.88, 
 
"(c) for cost reporting periods beginning on or after October 1, 1992, and ending on or 
before September 30, 1993, (P-20.2)(.9) + 6.14, 
 
"(d) for cost reporting periods beginning on or after October 1, 1993, and ending on or 
before September 30, 1994, (P-20.2)(.95) + 6.66, and 
 
"(e) for cost reporting periods beginning on or after October 1, 1994, (P-20.2) + 6.92; or"; 
and 
 
(II) in subclause (II), by striking "hospital, (P-15)(.6) +2.5," and inserting the following: 
"hospital -- 
 



"(a) for cost reporting periods beginning on or after April 1, 1990, and ending on or 
before September 30, 1990, (P-15)(.6) + 2.5, 
 
"(b) for cost reporting periods beginning on or after October 1, 1990, and ending on or 
before September 30, 1992, (P-15)(.65) + 2.5, 
 
"(c) for cost reporting periods beginning on or after October 1, 1992, and ending on or 
before September 30, 1993, (P-15)(.7) + 2.5, 
 
"(d) for cost reporting periods beginning on or after October 1, 1993, and ending on or 
before September 30, 1994, (P-15)(.8) + 2.5, and 
 
"(e) for cost reporting periods beginning on or after October 1, 1994, (P-15)(.85) + 2.5,". 
 
(ii) Increase for hospitals with disproportionate indigent care revenues. -- Section 
1886(d)(5)(F)(iii) of such Act (42 U.S.C. 1395ww(d)(5)(F)(iii)) is amended by striking 
"30 percent" and inserting "35 percent". 
 
(iii) Repeal of sunset. -- Section 1886(d) of such Act (42 U.S.C. 1395ww(d)) is amended 
by striking "and before October 1, 1995," each place it appears in paragraph (2)(C)(iv) 
and paragraph (5)(F)(i). 
 
(iv) No restandardizing for recent adjustments. -- 
 
(I) Adjustments under obra 1989. -- Section 1886(d)(2)(C)(iv) of such Act (42 U.S.C. 
1395ww(d)(2)(C)(iv)) is amended by striking the period at the end and inserting the 
following: ", except that the Secretary shall not exclude additional payments under such 
paragraph made as a result of the enactment of section 6003(c) of the Omnibus Budget 
Reconciliation Act of 1989.". 
 
(II) Adjustments under obra 1990. -- Section 1886(d)(2)(C)(iv) of such Act, as amended 
by clause (i), is further amended by striking "1989." and inserting "1989 or the enactment 
of section 12002(c)(3) of the Omnibus Budget Reconciliation Act of 1990.". 
 
(v) Effective date. -- The amendments made by clauses (i), (ii), (iii), and (iv)(II) shall 
apply to discharges occurring on or after July 1, 1991, and the amendment made by 
clause (iv)(I) shall take effect as if included in the enactment of the Omnibus Budget 
Reconciliation Act of 1989. 
 
(B) Phase-out of separate average standardized amounts. -- 
 
(i) In general. -- Section 1886(b)(3)(B)(i) of such Act (42 U.S.C. 1395ww(b)(3)(B)(i)), as 
amended by subsection (a)(1), is further amended -- 
 
(I) in subclause (VI), by striking "in all areas," and inserting "in a large urban or other 
urban area, and such percentage increase for hospitals located in a rural area as will 



provide for a reduction of 1/5 (compared to fiscal year 1990) in the percentage difference 
between the average standardized amount determined under subsection (d)(3)(A) for 
hospitals located in an urban area (other than a large urban area) and such average 
standardized amount for hospitals located in a rural area,"; 
 
(II) in subclause (VII), by striking "in all areas," and inserting "in a large urban or other 
urban area, and such percentage increase for hospitals located in a rural area as will 
provide for a reduction of 1/4 (compared to fiscal year 1991) in the percentage difference 
between the average standardized amount determined under subsection (d)(3)(A) for 
hospitals located in an urban area (other than a large urban area) and such average 
standardized amount for hospitals located in a rural area,"; 
 
(III) in subclause (VIII), by striking "in all areas, and" and inserting "in a large urban or 
other urban area, and such percentage increase for hospitals located in a rural area as will 
provide for a reduction of 1/3 (compared to fiscal year 1992) in the percentage difference 
between the average standardized amount determined under subsection (d)(3)(A) for 
hospitals located in an urban area (other than a large urban area) and such average 
standardized amount for hospitals located in a rural area,"; 
 
(IV) in subclause (IX) -- 
 
(a) by striking "1994" and inserting "1996", and 
 
(b) by redesignating such subclause as subclause (XI); and 
 
(V) by inserting after subclause (VIII) the following new subclauses: 
 
"(IX) for fiscal year 1994, the market basket percentage increase for hospitals located in a 
large urban or other urban area, and such percentage increase for hospitals located in a 
rural area as will provide for a reduction of 1/2 (compared to fiscal year 1993) in the 
percentage difference between the average standardized amount determined under 
subsection (d)(3)(A) for hospitals located in an urban area (other than a large urban area) 
and such average standardized amount for hospitals located in a rural area, 
 
"(X) for fiscal year 1995, the market basket percentage increase for hospitals located in a 
large urban or other urban area, and such percentage increase for hospitals located in a 
rural area as will provide for the average standardized amount determined under 
subsection (d)(3)(A) for hospitals located in a rural area being equal to such average 
standardized amount for hospitals located in an urban area (other than a large urban area), 
and". 
 
(ii) Conforming amendments. -- Section 1886(d) of such Act (42 U.S.C. 1395ww(d)) is 
amended – 
 
(I) in paragraph (1)(A)(iii), by striking "rural, large urban, or other urban area" and 
inserting "large urban or other area"; 



(II) in paragraph (3)(A) -- 
 
(a) in clause (ii), by striking "the Secretary" and inserting "and ending on or before 
September 30, 1995, the Secretary", 
 
(b) by redesignating clause (iii) as clause (iv), and 
 
(c) by inserting after clause (ii) the following new clause: 
 
"(iii) For discharges occurring in a fiscal year beginning on or after October 1, 1995, the 
Secretary shall compute an average standardized amount for hospitals located in a large 
urban area and for hospitals located in other areas within the United States and within 
each region equal to the respective average standardized amount computed for the 
previous fiscal year under this subparagraph increased by the applicable percentage 
increase under subsection (b)(3)(B)(i) with respect to hospitals located in the respective 
areas for the fiscal year involved."; 
 
(III) in paragraph (3)(B), by striking "in an urban area" and all that follows through "rural 
area" and inserting "in a large urban area and for hospitals located in an other urban 
area"; 
 
(IV) in paragraph (3)(D)(i) -- 
 
(a) in the matter preceding subclause (I), by striking "an urban area (or," and all that 
[*H10222] follows through "area)," and inserting "a large urban area, and 
 
(b) in subclause (I), by striking "an urban area" and inserting "a large urban area"; and 
 
(V) in paragraph (3)(D)(ii), by striking "a rural area" each place it appears and inserting 
"other areas". 
 
(iii) Effective date. -- The amendments made by clause (i) shall apply to payments for 
discharges occurring on or after January 1, 1991, and the amendments made by clause (ii) 
shall take effect October 1, 1995. 
 
(3) Phase-in of area wage index update for fiscal year 1991. -- Subject to the last sentence 
of section 1886(d)(3)(E) of the Social Security Act, for purposes of determining the 
amount of payment made to a hospital under part A of title XVIII of the Social Security 
Act for the operating costs of inpatient hospital services, the Secretary of Health and 
Human Services, in adjusting such amount under such section to reflect the relative 
hospital wage level in the geographic area of the hospital compared to the national 
average hospital wage index, shall -- 
 
(A) for discharges occurring during the period beginning January 1, 1991, and ending 
September 30, 1991, apply a combined area wage index consisting of -- 



(i) 75 percent of the area wage index determined using the survey of the 1988 wages and 
wage related costs of hospitals in the United States conducted under such section, and 
 
(ii) 25 percent of the area wage index applicable to the hospital for discharges occurring 
during fiscal year 1990, as determined using the survey of the 1984 wages and wage-
related costs of hospitals in the United States conducted under such section; and 
 
(B) for discharges occurring during fiscal year 1992 and fiscal year 1993, apply the area 
wage index otherwise applicable to the hospital under such section for discharges 
occurring during such fiscal year. 
 
(4) Study of area wage index adjustments based on professional occupational component. 
– 
 
(A) Collection of data. -- The Secretary of Health and Human Services shall collect data 
on employee compensation and paid hours of employment for employees of subsection 
(d) hospitals (as defined in section 1886(d)(1)(B) of the Social Security Act) in various 
occupational categories, and shall provide such data to the Prospective Payment 
Assessment Commission. 
 
(B) Report to congress. -- Not later than September 1, 1993, the Prospective Payment 
Assessment Commission shall, using the data provided by the Secretary under 
subparagraph (A), prepare and submit a report to Congress analyzing methods to adjust 
the area wage index applicable to a hospital under section 1886(d)(3)(E) of such Act to 
take into account variations in occupational categories included in such index. 
 
(5) Permanent extension of regional floor on standardized amounts. -- 
 
(A) In general. -- Section 1886(d)(1)(A)(iii) of such Act (42 U.S.C. 
1395ww(d)(1)(A)(iii)) is amended by striking "during the period" and all that follows 
through "1990" and inserting "on or after April 1, 1988,". 
 
(B) Extension made on budget-neutral basis. -- The Secretary of Health and Human 
Services shall make any adjustments resulting from the amendment made by 
subparagraph (A) in the amount of the payments made to hospitals under section 1886(d) 
of the Social Security Act in a fiscal year for the operating costs of inpatient hospital 
services in a manner that ensures that the aggregate payments under such section are not 
greater or less than those that would have been made in the year without such 
adjustments. 
 
(C) Effective date. -- The amendment made by subparagraph (A) shall apply to 
discharges occurring on or after October 1, 1990. 
 
(6) Elimination of hospital off-set for services of physician assistants. -- 
 



(A) In general. -- Section 9338 of the Omnibus Budget Reconciliation Act of 1986 is 
amended by striking subsection (d). 
 
(B) Effective date. -- The amendment made by paragraph (1) shall take effect as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1986. 
 
(7) Determination of reasonable costs relating to swing beds. -- (A) Section 
1883(a)(2)(B)(ii)(II) of such Act (42 U.S.C. 1395tt(a)(2)(B)(ii)(II)) is amended by 
striking "the previous calendar year" and all that follows through the period and inserting 
"the most recent year for which cost reporting data are available with respect to such 
services (increased in a compounded manner by the applicable increase for payments for 
routine service costs of skilled nursing facilities under section 1888 for subsequent cost 
reporting periods and up to and including such calendar year) under this title to 
freestanding skilled nursing facilities in the region (as defined in section 1886(d)(2)(D)) 
in which the facility is located.". 
 
(B) If, as a result of the amendment made by subparagraph (A), the reasonable cost of 
routine services furnished by a hospital during a calendar year (as determined under 
section 1883 of the Social Security Act) is less than the reasonable cost of such services 
determined under such section for the previous calendar year, the reasonable cost of such 
services furnished by the hospital during the calendar year under such section shall be 
equal to the reasonable cost determined under such section for the previous calendar year. 
 
(C) The amendment made by subparagraph (A) shall apply to services furnished on or 
after October 1, 1990. 
 
(b) Administration of Hospital Payment System. -- 
 
(1) Uniform reporting requirements for certain hospitals. -- 
 
(A) Requirements. -- Each hospital described in subparagraph (B) shall, in accordance 
with the uniform system for reporting by medicare participating hospitals developed by 
the Secretary of Health and Human Services under section 4007(c) of the Omnibus 
Budget Reconciliation Act of 1987, report the information described in paragraph (2) of 
such section to the Secretary. 
 
(B) Hospitals subject to requirement. -- Each of the following hospitals is subject to the 
requirement of subparagraph (A): 
 
(i) A hospital receiving an additional payment under section 1886(d)(5)(F) of the Social 
Security Act (relating to payments to disproportionate share hospitals). 
 
(ii) A hospital classified by the Secretary of Health and Human Services as a sole 
community hospital under section 1886(d)(5)(D) of such Act. 
 
(iii) A hospital classified by the Secretary as a regional referral center under section 



1886(d)(5)(C) of such Act. 
 
(iv) A hospital classified by the Secretary as a medicare-dependent, small rural hospital 
under section 1886(d)(5)(G) of such Act. 
 
(v) A hospital designated by the Secretary as an essential access community hospital 
under section 1820(i)(1) of such Act. 
 
(C) Effective date. -- The requirement of subparagraph (A) shall apply to hospitals with 
respect to cost reporting periods beginning on or after October 1, 1990. 
 
(2) Responsibilities and reporting requirements of prospective payment assessment 
commission. – 
 
(A) Expansion of responsibilities. -- Section 1886(e)(2) of the Social Security Act (42 
U.S.C. 1395ww(e)(2)) is amended -- 
 
(i) by striking "(2)" and inserting "(2)(A)"; and 
 
(ii) by adding at the end the following new subparagraphs: 
 
"(B) In order to promote the efficient and effective delivery of high-quality health care 
services, the Commission shall, in addition to carrying out its functions under 
subparagraph (A), study and make recommendations for each fiscal year to the 
Committee on Finance of the Senate and the Committee on Ways and Means of the 
House of Representatives regarding changes in each existing reimbursement policy under 
this title under which payments to an institution are based upon prospectively determined 
rates and the development of new institutional reimbursement policies under this title, 
including recommendations relating to – 
 
"(i) payments during such fiscal year under the prospective payment system established 
under this section for determining payments for the operating costs of inpatient hospital 
services, including changes in the number of diagnosis-related groups used to classify 
inpatient hospital discharges under subsection (d), adjustments to such groups to reflect 
severity of illness, and changes in the methods by which hospitals are reimbursed for 
capital-related costs, together with general recommendations on the effectiveness and 
quality of health care delivery systems in the United States and the effects on such 
systems of institutional reimbursements under this title; 
 
"(ii) payments to hospitals located in large urban areas, including the appropriate 
treatment of bad debt and charity care and the relation between payments to hospitals 
under this section and payments under programs that reimburse hospitals for providing 
inpatient care to low-income individuals; 
 
"(iii) payments to hospitals located in rural areas, including appropriate responses to 
problems relating to low hospital occupancy rates, the quality of care provided by such 



hospitals, and the access of individuals living in rural areas to high-quality health care 
services; and 
 
"(iv) changes in the insurance program established by this title that will constrain the 
costs to private employers of providing health care to employees. 
 
"(C) By not later than June 1 before the beginning of each fiscal year, the Commission 
shall submit a report to the Committee on Finance of the Senate and the Committee on 
Ways and Means of the House of Representatives containing a description of its activities 
during the preceding fiscal year.". 
 
(B) Reporting requirements for commission and secretary; elimination of ota reporting 
requirements. -- Section 1886 of such Act (42 U.S.C. 1395ww) is amended -- 
 
(i) by striking subparagraph (D) of subsection (d)(4); 
 
(ii) in the second sentence of subsection (e)(2)(A), as amended by paragraph (1)(A), by 
striking  "In addition" and all that follows through "the Commission" and inserting "The 
Commission"; 
 
(iii) in subsection (e)(3)(A) -- 
 
(I) by striking "the Secretary" and inserting "the Committee on Finance of the Senate and 
the Committee on Ways and Means of the House of Representatives", and 
 
(II) by striking the period at the end and inserting the following: ", together with its 
[*H10223] general recommendations under paragraph (2)(B)(i) regarding the 
effectiveness and quality of health care delivery systems in the United States."; 
 
(iv) in subsection (e)(4) -- 
 
(I) by striking "(4)" and inserting "(4)(A)", and 
 
(II) by adding at the end the following new subparagraph: 
 
"(B) In addition to the recommendation made under subparagraph (A), the Secretary 
shall, taking into consideration the recommendations of the Commission under paragraph 
(2)(B), recommend for each fiscal year (beginning with fiscal year 1992) other 
appropriate changes in each existing reimbursement policy under this title under which 
payments to an institution are based upon prospectively determined rates."; 
 
(v) in subsection (e)(5) -- 
 
(I) by striking "recommendation" each place it appears and inserting "recommendations", 
and 
 



(II) by adding at the end the following new sentence: "To the extent that the Secretary's 
recommendations under paragraph (4) differ from the Commission's recommendations 
for that fiscal year, the Secretary shall include in the publication referred to in 
subparagraph (A) an explanation of the Secretary's grounds for not following the 
Commission's recommendations."; and 
 
(vi) in subsection (e)(6)(G) -- 
 
(I) by striking clause (i), and 
 
(II) by redesignating clauses (ii) and (iii) as clauses (i) and (ii). 
 
(C) Composition of commission. -- Section 1886(e)(6)(B) of such Act (42 U.S.C. 
1395ww(e)(6)(B)) is amended -- 
 
(i) by striking "professionals" and inserting "professions"; and 
 
(ii) by striking "including physicians" and inserting "including (but not limited to)  
physicians". 
 
(D) Conforming amendment. -- Section 1845(c)(1)(D) of such Act (42 U.S.C. 1395w-
1(c)(1)(D)) is amended by striking "reports and". 
 
(E) Effective date. -- The amendments made by this paragraph shall take effect on the 
date of the enactment of this Act. 
 
SEC. 12003. EXPANSION OF DRG PAYMENT WINDOW. 
 
(a) In General. -- The first sentence of section 1886(a)(4) of the Social Security Act (42 
U.S.C. 1395ww(a)(4)) is amended by striking the period and inserting the following: ", 
and includes the costs of all services for which payment may be made under this title that 
are provided by the hospital to the patient during the 72-hour period ending on the date of 
the patient's admission.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 12004. PAYMENTS FOR DIRECT GRADUATE MEDICAL EDUCATION 
COSTS. 
 
(a) Determination of Full-Time-Equivalent Residents. -- 
 
(1) Treatment of primary care and non-primary care residents in initial residency period. -
- Section 1886(h)(4)(C)(ii) of the Social Security Act (42 U.S.C. 1395ww(h)(4)(C)(ii)) is 
amended by striking "is 1.00," and inserting the following: "is -- 
 



"(I) 1.1, in the case of a resident who is a primary care resident; 
 
"(II) 1.0, in the case of a resident who is not a primary care resident and who specializes 
in internal medicine or pediatrics; or 
 
"(III) .75, in the case of a resident not described in subclauses (I) or (II),". 
 
(2) Weighting factor after initial residency period. -- Section 1886(h)(4)(C)(iv) of such 
Act (42 U.S.C. 1395ww(h)(4)(C)(iv)) is amended by striking ".50" and inserting ".80". 
 
(3) Definition. -- Section 1886(h)(5) of such Act (42 U.S.C. 1395ww(h)(5)) is amended -- 
 
(A) by redesignating subparagraph (H) as subparagraph (I); and 
 
(B) by inserting after subparagraph (G) the following new subparagraph: 
 
"(H) Primary care resident. -- The term 'primary care resident' means (in accordance with 
criteria established by the Secretary) a resident being trained in a distinct program of 
family practice medicine, general internal medicine, or general pediatrics.". 
 
(4) Effective date. -- The amendments made by paragraphs (1), (2), and (3) shall apply to 
cost reporting periods beginning on or after October 1, 1990. 
 
(b) Cap on Approved FTE Resident Amounts. -- Section 1886(h)(2)(D) of such Act (42 
U.S.C. 1395ww(h)(2)(D)) is amended by striking the period at the end and inserting the 
following: ", except that the approved FTE resident amount for the hospital may not 
exceed – 
 
"(i) for cost reporting periods beginning in fiscal year 1992, 200 percent of the median of 
all approved FTE amounts for hospitals under this paragraph for cost reporting periods 
beginning in such fiscal year, adjusted by the area wage index applicable to the hospital 
under subsection (d)(3)(E) during such cost reporting period; 
 
"(ii) for cost reporting periods beginning in fiscal year 1993, 175 percent of the median of 
all approved FTE amounts for hospitals under this paragraph for cost reporting periods 
beginning in such fiscal year, adjusted by the area wage index applicable to the hospital 
under subsection (d)(3)(E) during such cost reporting period; and 
 
"(iii) for cost reporting periods beginning in fiscal year 1994 or any subsequent fiscal 
year, 150 percent of the median of all approved FTE amounts for hospitals under this 
paragraph for cost reporting periods beginning in such fiscal year, adjusted by the area 
wage index applicable to the hospital under subsection (d)(3)(E) during such cost 
reporting period.". 
 
SEC. 12005. PPS-EXEMPT HOSPITALS. 
 



(a) Reduction in Payment for Capital-Related Costs. -- Section 1886(g)(3) of the Social 
Security Act (42 U.S.C. 1395ww(g)(3)) is amended by adding at the end the following 
new subparagraph: 
 
"(C) In determining the amount of the payments that may be made under this title with 
respect to the capital-related costs of inpatient hospital services of a hospital that is not 
described in subparagraph (A), the Secretary shall reduce the amount of such payments 
otherwise established under this title by 15 percent for payments attributable to portions 
of cost reporting periods or discharges (as the case may be) occurring during fiscal year 
1991 or fiscal year 1992.". 
 
(b) Development of National Prospective Payment Rates for Current Non-PPS Hospitals. 
– 
 
(1) Development of proposal. -- The Secretary of Health and Human Services shall 
develop a proposal to modify the current system under which hospitals that are not 
subsection (d) hospitals (as defined in section 1886(d)(1)(B) of the Social Security Act) 
receive payment for the operating and capital-related costs of inpatient hospital services 
under part A of the medicare program or a proposal to replace such system with a system 
under which such payments would be made on the basis of nationally-determined average 
standardized amounts. In developing any proposal under this paragraph to replace the 
current system with a prospective payment system, the Secretary shall – 
 
(A) take into consideration the need to provide for appropriate limits on increases in 
expenditures under the medicare program; 
 
(B) provide for adjustments to prospectively determined rates to account for changes in a 
hospital's case mix, severity of illness of patients, volume of cases, and the development 
of new technologies and standards of medical practice; 
 
(C) take into consideration the need to increase the payment otherwise made under such 
system in the case of services provided to patients whose length of stay or costs of 
treatment greatly exceed the length of stay or cost of treatment provided for under the 
applicable prospectively determined payment rate; 
 
(D) take into consideration the need to increase payments under the system to hospitals 
that treat a disproportionate share of low-income patients, teaching hospitals, and 
hospitals located in geographic areas with high wages and wage-related costs; and 
 
(E) provide for the appropriate allocation of operating and capital-related costs of 
hospitals not subject to the new prospective payment system and distinct units of such 
hospitals that would be paid under such system. 
 
(2) Reports. -- (A) By not later than February 1, 1991, the Secretary shall submit the 
proposal developed under paragraph (1) to the Committee on Finance of the Senate and 
the Committee on Ways and Means of the House of Representatives. 



 
(B) By not later than May 1, 1991, the Prospective Payment Assessment Commission 
shall submit an analysis of and comments on the proposal developed under paragraph (1) 
to the Committee on Finance of the Senate and the Committee on Ways and Means of the 
House of Representatives. 
 
(c) Appeals of Target Amounts. -- 
 
(1) Deadlines for review and decision. -- (A) Section 1816(f) of the Social Security Act 
(42 U.S.C. 1395h(f)) is amended -- 
 
(i) by striking "(1)" and "(2)" and inserting "(A)" and "(B)"; 
 
(ii) by striking "(f)" and inserting "(f)(1)"; and 
 
(iii) by striking "Such standards and criteria" and all that follows and inserting the 
following: 
 
"(2) The standards and criteria established under paragraph (1) shall include -- 
 
"(A) with respect to claims for services furnished under this part by any provider of 
services other than a hospital -- 
 
"(i) whether such agency or organization is able to process 75 percent of reconsiderations 
within 60 days (except in the case of fiscal year 1989, 66 percent of reconsiderations) and 
90 percent of reconsiderations within 90 days, and 
 
"(ii) the extent to which such agency or organization's determinations are reversed on 
appeal; and 
 
"(B) with respect to applications for a reconsideration of the target amount applicable 
under section 1886(b) to a hospital that is not a subsection (d) hospital (as defined in 
section 1886(d)(1)(B)) -- 
 
'(i) if such agency or organization receives a completed application, whether such agency 
or organization is able to process such application not later than 60 days after the 
application is filed, and 
 
"(ii) if such agency or organization receives an incomplete application, whether such 
agency or organization is able to return the application with instructions on how to 
complete the application not later than 60 days after the application is filed.". 
 
(B) Section 1886(b)(4)(A) of such Act (42 U.S.C. 1395ww(b)(4)(A)) is amended by 
adding at the end the following new sentence: [*H10224] "The Secretary shall announce 
a decision on any request for an exemption, exception, or adjustment under this 
paragraph not later than 120 days after receiving a completed application for such 



exemption, exception, or adjustment, and shall include in such decision a detailed 
explanation of the grounds on which such request was approved or denied.". 
 
(2) Standards for assignment of new base period. -- Section 1886(b)(4) of such Act (42 
U.S.C. 1395ww(b)(4)) is amended -- 
 
(A) by redesignating subparagraph (B) as subparagraph (C); and 
 
(B) by inserting after subparagraph (A) the following new subparagraph: 
 
"(B) In determining under subparagraph (A) whether to assign a new base period which 
is more representative of the reasonable and necessary cost to a hospital of providing 
inpatient services, the Secretary shall take into consideration -- 
 
"(i) changes in applicable technologies, medical practices, or case mix severity that 
increase the hospital's costs; 
 
"(ii) whether increases in wages and wage-related costs in the geographic area in which 
the hospital is located exceed the average of the increases in such costs paid by hospitals 
in the United States; and 
 
"(iii) such other factors as the Secretary considers appropriate in determining increases in 
the hospital's costs of providing inpatient services.". 
 
(3) Guidance to intermediaries and hospitals. -- The Administrator of the Health Care 
Financing Administration shall provide guidance to agencies and organizations 
performing functions pursuant to section 1816 of the Social Security Act and to hospitals 
that are not subsection (d) hospitals (as defined in section 1886(d)(1)(B) of such Act) to 
assist such agencies, organizations, and hospitals in filing complete applications with the 
Administrator for exemptions, exceptions, and adjustments under section 1886(b)(4)(A) 
of such Act. 
 
(4) Effective dates. -- The amendments made by paragraph (1) shall take effect on the 
date of the enactment of this Act, and the amendments made by paragraph (2) shall take 
effect as if included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
SEC. 12006. FREEZE IN PAYMENTS UNDER PART A THROUGH DECEMBER 31. 
 
(a) In General. -- Notwithstanding any other provision of law, for purposes of 
determining the amount of payment for items or services under part A of title XVIII of 
the Social Security Act (including payments under section 1886 of such Act attributable 
to or allocated under such part) during the period described in subsection (b): 
 
(1) The market basket percentage increase (described in section 1886(b)(3)(B)(iii) of the 
Social Security Act shall be deemed to be 0 for discharges occurring during such period. 
 



(2) The percentage increase or decrease in the medical care expenditure category of the 
consumer price index applicable under section 1814(i)(2)(B) of such Act shall be deemed 
to be 0. 
 
(3) The area wage index applicable to a subsection (d) hospital under section 
1886(d)(3)(E) of such Act shall be deemed to be the area wage index applicable to such 
hospital as of September 30, 1990. 
 
(4) The percentage change in the consumer price index applicable under section 
1886(h)(2)(D) of such Act shall be deemed to be 0. 
 
(b) Description of Period. -- The period referred to in subsection (a) is the period 
beginning on November 1, 1990, and ending on December 31, 1990. 
 
Subtitle B -- Provisions Relating to Medicare Part B 
 
PART 1 -- PAYMENT FOR PHYSICIANS' SERVICES 
 
SEC. 12101. REDUCTION IN PAYMENTS FOR OVERPRICED PROCEDURES. 
 
(a) Previously Identified Procedures. -- 
 
(1) In general. -- Section 1842(b)(14) of the Social Security Act (42 U.S.C. 1395u(b)(14)) 
is amended -- 
 
(A) in subparagraph (A), by inserting "(i)" after "(14)(A)", and by adding at the end the 
following new clause: 
 
"(ii) In determining the reasonable charge for a physicians' service specified in  
subparagraph (C)(i) and furnished during 1991, the prevailing charge for such service 
shall be the prevailing charge otherwise recognized for such service for the period during 
1990 beginning on April 1, reduced by the same amount as the amount of the reduction 
effected under this paragraph (as amended by the Omnibus Budget Reconciliation Act of 
1990) for such service during such period."; 
 
(B) in subparagraph (B)(iii)(I), by striking "practice expense ratio for the service 
(specified in table #1 in the Joint Explanatory Statement referred to in subparagraph 
(C)(i))" and inserting "practice expense component (percent), divided by 100, specified in 
Appendix A (pages 187 through 194) of the Report of the Medicare and Medicaid Health 
Budget Reconciliation Amendments of 1989, prepared by the Subcommittee on Health 
and the Environment of the Committee on Energy and Commerce, House of 
Representatives (Committee Print 101-M, 101st Congress, 1st Session) for the service"; 
 
(C) in subparagraph (B)(iii)(II), by striking "practice expense ratio" and inserting 
"practice expense component (percent), divided by 100"; 
 



(D) in subparagraph (C)(i), by striking "physicians' services specified in table #2 in the 
Joint Explanatory Statement of the Committee of Conference submitted with the 
Conference Report to accompany H.R. 3299 (the 'Omnibus Budget Reconciliation Act of 
1989'), 101st Congress," and inserting "procedures listed (by code and description) in the 
Overvalued Procedures List for Finance Committee, Revised September 20, 1989, 
prepared by the Physician Payment Review Commission"; 
 
(E) in subparagraph (C)(iii), by striking "The 'percent change' specified in this clause, for 
a physicians' service specified in clause (i), is the percent change specified for the service 
in table #2 in the Joint Explanatory Statement" and inserting "The 'percentage change' 
specified in this clause, for a physicians' service specified in clause (i), is the percent 
difference (but expressed as a positive number) specified for the service in the list"; and 
 
(F) in subparagraph (C)(iv), by striking "such value specified for the locality in table #3 
in the Joint Explanatory Statement referred to in clause (i)" and inserting "the Geographic 
Overhead Costs Index specified for the locality in table 1 of the September 1989 
Supplement to the Geographic Medicare Economic Index: Alternative Approaches 
(prepared by the Urban Institute and the Center for Health Economics Research)". 
 
(2) Conforming amendment. -- Section 1842(b)(4)(E)(iv)(I) of such Act (42 U.S.C. 
1395u(b)(4)(E)(iv)(I)) is amended by striking "Table #2" and all that follows through 
"101st Congress" and inserting "the list referred to in paragraph (14)(C)(i)". 
 
(b) Unsurveyed Surgical and Technical Procedures. -- Section 1842(b) of the Social 
Security Act (42 U.S.C. 1395u(b)) is amended by adding at the end the following new 
paragraph: 
 
"(16)(A) In determining the reasonable charge for all physicians' services other than 
physicians' services specified in subparagraph (B) furnished during 1991, the prevailing 
charge otherwise recognized for a locality shall be reduced by 5 percent. 
 
"(B) For purposes of subparagraph (A), the physicians' services specified in this 
subparagraph are as follows: 
 
"(i) Radiology, anesthesia and physician pathology services, and physicians' services 
specified in paragraph (14)(C)(i). 
 
"(ii) Primary care services specified in subsection (i)(3). 
 
"(iii) Hospital visits, consultations and second and third surgical opinions, preventive 
medicine visits, other visits, psychiatric services, emergency care facility services, and 
critical care services. 
 
"(iv) Partial, simple and subcutaneous mastectomy; tendon sheath injections; small joint 
arthrocentesis; femoral fracture and trochanteric fracture treatments; endotracheal 
intubation; thoracentesis; thoracostomy; lobectomy; aneurysm repair; enterectomy; 



colectomy; cholecystectomy; cystourethroscopy; transurethral fulguration; transurerethral 
resection; sacral laminectomy; tympanoplasty with mastoidectomy; and 
ophthalmoscopy.". 
 
(c) Effective Date. -- (1) The amendments made by subsection (a)(1)(A) and (b) this Act 
shall apply to services furnished after December 1990. 
 
(2) The amendments made by subsection (a) (other than by subsection (a)(1)(A)) apply to 
services furnished after March 1990. 
 
SEC. 12102. PAYMENT FOR RADIOLOGY SERVICES. 
 
(a) Reduction in Fee Schedule. -- Section 1834(b) of the Social Security Act (42 U.S.C. 
1395m(b)) is amended -- 
 
(1) in paragraph (4), by redesignating subparagraphs (D) and (E) as subparagraphs (E) 
and (F), respectively, and by inserting after subparagraph (C) the following new 
subparagraph: 
 
"(D) 1991 fee schedules. -- For radiologist services furnished under this part during 1991, 
the conversion factors used in a locality under this subsection shall be determined as 
follows: 
 
"(i) National weighted average conversion factor. -- The Secretary shall estimate the 
national weighted average of the conversion factors used under this subsection for 
services furnished during 1990 after March 31. 
 
"(ii) Reduced national weighted average. -- The national weighted average estimated 
under clause (i) shall be reduced by 6 percent. 
 
"(iii) Local adjustment. -- Subject to clause (iv), the conversion factor to be applied to the 
professional or technical component of a service in a locality is the sum of -- 
 
"(I) the product of (a) the portion of the reduced national weighted average conversion 
factor computed under clause (ii) which is attributable to physician work and (b) the 
geographic work index value for the locality (specified in Addendum C to the Model Fee 
Schedule for Physician Services (published on September 4, 1990, 55 Federal Register 
pp. 36238-36243)); and 
 
"(II) the product of (a) the remaining portion of the reduced national weighted average 
conversion factor computed under clause (ii), and (b) the geographic practice cost index 
value specified in section 1842(b)(14)(C)(iv) for the locality. 
In applying this clause with respect to the professional component of a service, 80 
percent of the conversion factor shall be considered to be attributable to physician work 
[*H10225] and with respect to the technical component of the service, 35 percent shall be 
considered to be attributable to physician work. 



"(iv) Maximum reduction. -- The conversion factor to be applied to a locality under this 
subparagraph to the professional or technical component of a service shall not be less 
than 85 percent of the conversion factor applied in the locality under subparagraph (C) to 
such component."; and 
 
(2) in paragraph (1)(B), by inserting "or locality" after "service area". 
 
(b) Reduction in Prevailing Charge Level for Other Radiology Services. -- 
 
(1) In general. -- In applying part B of title XVIII of the Social Security Act, the 
prevailing charge for physicians' services, furnished during 1991, which are radiology 
services may not exceed the fee schedule amount established under section 1834(b) of 
such Act with respect to such services. 
 
(2) Exception. -- Paragraph (1) shall not apply to radiology services for which payment is 
made on the basis of a fee schedule under section 1834(b) of the Social Security Act. 
 
(c) Reduction in Relative Values of Technical Components of Certain Scanning Services. 
-- Section 1834(b)(3) of the Social Security Act (42 U.S.C. 1395m(b)(3)) is amended by 
adding at the end the following: 
 
"Under such relative value scale, the relative values established for the technical 
components of magnetic resonance imaging (MRI) services, and computer assisted 
tomography (CAT) services furnished after December 31, 1990, shall be 90 percent of 
the values established as of such date.". 
 
(d) Effective Dates. -- (1) Except as provided in paragraph (2), the amendments made by 
this section shall apply to services furnished on or after January 1, 1991. 
 
(2) The amendment made by subsection (a)(2) shall be effective as if included in the 
enactment of the Omnibus Budget Reconciliation Act of 1987. 
 
SEC. 12103. ANESTHESIA SERVICES. 
 
(a) Reduction in Fee Schedule. -- Section 1842(q)(1) of the Social Security Act (42 
U.S.C. 1395u(q)(1)) is amended -- 
 
(1) by inserting "(A)" after "(q)(1)", and 
 
(2) by adding at the end the following new subparagraph: 
 
"(B) For physician anesthesia services furnished under this part during 1991, the 
conversion factor used in a locality under this subsection shall be determined as follows: 
 



"(i) The Secretary shall estimate the national weighted average of the conversion factors 
used under this subsection for physician anesthesia services furnished during 1990 after 
March 31. 
 
"(ii) The national weighted average estimated under clause (i) shall be reduced by 6 
percent. 
 
"(iii) Subject to clause (iv), the conversion factor to be applied in a locality is the sum of 
– 
 
"(I) the product of (a) the portion of the reduced national weighted average conversion 
factor computed under clause (ii) which is attributable to physician work and (b) the 
geographic work index value for the locality (specified in Addendum C to the Model Fee 
Schedule for Physician Services (published on September 4, 1990, 55 Federal Register 
pp. 36238-36243)); and 
 
"(II) the product of (a) the remaining portion of the reduced national weighted average 
conversion factor computed under clause (ii) and (b) the geographic practice cost index 
value specified in section 1842(b)(14)(C)(iv) for the locality. 
In applying this clause, 70 percent of the conversion factor shall be considered to be 
attributable to physician work. 
 
"(iv) The conversion factor to be applied to a locality under this subparagraph shall not be 
less than 85 percent of the conversion factor applied in the locality during 1990 after 
March 31.". 
 
(b) Extension of Reduction for Supervision of Concurrent Services. -- Section 
1842(b)(13) of such Act (42 U.S.C. 1395u(b)(13)) is amended -- 
 
(1) in subparagraph (A), by striking "1991" and inserting "1996", and 
 
(2) in subparagraph (B), by striking "1991" and inserting "1996". 
 
SEC. 12104. PATHOLOGY SERVICES. 
 
(a) Reduction in Payments for Anatomic Pathology Services and Repeal of Fee Schedule. 
-- Subsection (f) of section 1834 of the Social Security Act (42 U.S.C. 1395m) is 
amended to read as follows: 
 
"(f) In determining the reasonable charge under this part for anatomic pathology services 
furnished on or after January 1, 1991, the prevailing charge for such service shall be 94 
percent of the prevailing charge otherwise used under this part for services furnished 
during 1990 after March 31 (taking into account the amendments made by the Omnibus 
Budget Reconciliation Act of 1990).". 
 
(b) Conforming Amendments. -- 



 
(1) Section 1833(a)(1)(J) of such Act (42 U.S.C. 1395l(a)(1)) is amended by striking "or 
physician pathology services" and by striking "or section 1834(f), respectively". 
 
(2) Section 1848(a)(1) of such Act (42 U.S.C. 1395w-4(a)(1)) is amended by striking "or 
1834(f)". 
 
(3) Section 4050 of the Omnibus Budget Reconciliation Act of 1987 is repealed. 
 
SEC. 12105. PAYMENTS FOR PHYSICIANS' SERVICES. 
 
(a) Percentage Increase in MEI for 1991. -- 
 
(1) Section 1842(b)(4) of the Social Security Act (42 U.S.C. 1395u(b)(4)) is amended -- 
 
(A) in subparagraph (E), by adding at the end the following new clause: 
 
"(v) For purposes of this part for items and services furnished in 1991, the percentage 
increase in the MEI is -- 
 
"(I) 0 percent for services (other than primary care services), and 
 
"(II) such percentage increase in the MEI (as defined in subsection (i)(4)) as would be 
otherwise determined for primary care services (as defined in subsection (i)(4)).", and 
 
(B) in subparagraph (A)(vi), by striking "50 percent" and inserting "75 percent". 
 
(2) Section 1845 of such Act (42 U.S.C. 1395w-1) is amended -- 
 
(A) in subsection (a)(3), by striking "include physicians" and inserting "include (but need 
not be limited to) physicians"; 
 
(B) by striking subsection (b)(3); 
 
(C) in subsection (b)(2) -- 
 
(i) by striking "and" at the end of subparagraph (H), 
 
(ii) by striking the period at the end of subparagraph (I) and inserting a semicolon, 
 
(iii) by striking subparagraphs (A), (B), (C), and (F), 
 
(iv) by redesignating subparagraphs (D), (E), (G), (H), and (I) as subparagraphs (A), (B), 
(C), (D), and (E), and 
 
(v) by adding at the end the following new subparagraphs: 



"(F) make recommendations regarding major issues in the implementation of the 
resource-based relative value scale established under section 1848(c); 
 
"(G) make recommendations regarding further development of the volume performance 
standards established under section 1848(f), including the development of State-based 
programs; 
 
"(H) consider policies to provide payment incentives to increase patient access to primary 
care and other physician services in large urban and rural areas, including policies 
regarding payments to physicians pursuant to title XIX; 
 
"(I) review and consider the number and practice specialities of physicians in training and 
payments under this title for graduate medical education costs; 
 
"(J) make recommendations regarding issues relating to utilization review and quality of 
care, including the effectiveness of peer review procedures and other quality assurance 
programs applicable to physicians and providers under this title and physician 
certification and licensing standards and procedures; 
 
"(K) make recommendations regarding options to help constrain the costs of health 
insurance to employers, including incentives under this title; and 
 
"(L) make recommendations regarding medical malpractice liability reform and physician 
certification and licensing standards and procedures."; and 
 
(D) by striking subsection (e) and redesignating subsection (f) as subsection (e). 
 
(b) Limiting Update in Customary Charges for 1991. -- Section 1842(b) of such Act (42 
U.S.C. 1395u(b)) is amended -- 
 
(1) in paragraph (4)(B), by adding at the end the following new clause: 
 
"(iv) In determining the reasonable charge under paragraph (3) for physicians' services 
(other than primary care services, as defined in subsection (i)(4)) furnished during 1991, 
the customary charges shall be the same customary charges as were recognized under this 
section for the 9- month period beginning April 1, 1990. In a case in which subparagraph 
(F) applies (relating to new physicians) so as to limit the customary charges of a 
physician during 1990 to a percent of prevailing charges, the previous sentence shall not 
prevent such limit on customary charges under such subparagraph from increasing in 
1991 to a higher percent of such prevailing charges."; and 
 
(2) in paragraph (2)(A), by striking "section 1845(f)(2)" and inserting "section 
1845(e)(2)". 
 
(c) Change in Payment for Years After 1991. -- 
 



(1) In general. -- Section 1848 of such Act (42 U.S.C. 1395w-4) is amended -- 
 
(A) in subsection (d)(3)(A) -- 
 
(i) in clause (i), by inserting "except as provided in clause (iii)," after "subparagraph 
(B),", and 
 
(ii) by adding at the end the following new clause: 
 
"(iii) Adjustment in percentage increase. -- In applying clause (i) for services furnished in 
1992 for which the appropriate update index is the index described in clause (ii)(I), the 
percentage increase in the appropriate update index shall be reduced by 0.4 percentage 
points."; 
 
(B) in subsection (a)(2)(A)(i), by inserting before the period at the end the following: ", 
or, if greater in the case of primary care services for which the prevailing charge level 
was increased under section 1842(b)(4)(A)(vi) as a result of the amendment made by 
section 12105(a)(1)(A) of the Omnibus Budget Reconciliation Act of 1990, the prevailing 
charge level determined under section 1842(b)(4)(A)(vi) and applicable to services 
furnished in 1991"; 
 
(C) in subsection (a)(2)(D), by adding at the end the following new clause: 
 
"(iii) Treatment of primary charge floor. -- The adjusted historical payment basis shall be 
determined as if the amendment made by section 12105(a)(1)(A) of the Omnibus Budget 
Reconciliation Act of 1990 had not been made."; 
 
[*H10226] (D) in subsection (f), by adding at the end of paragraph (1) the following new 
subparagraph: 
 
"(E) Performance standard rates of increase for fiscal years 1991 through 1995. -- The 
performance standard rate of increase, for all physicians' services and for each category 
of physicians' services, for fiscal years 1991 through 1995 are equal to the sum of -- 
 
"(i) the Secretary's estimate of the weighted average percentage increase in the fees for all 
physicians' services or for the category of physicians' services, respectively under this 
part for calendar years included in the fiscal year involved, 
 
"(ii) the Secretary's estimate of the percentage increase or decrease in the average number 
of individuals enrolled under this part (other than HMO enrollees) from the previous 
fiscal year to the fiscal year involved, 
 
"(iii) the Secretary's estimate of the average annual percentage growth in volume and 
intensity of all physicians' services under this part for the 5-fiscal-year period ending with 
the preceding fiscal year (based upon information contained in the most recent annual 
report made pursuant to section 1841(b)(2)), and 



"(iv) the Secretary's estimate of the percentage increase of decrease in expenditures all for 
physicians' services or of the category of physicians' services, respectively, in the fiscal 
year (compared with the preceding fiscal year) which will result from changes in law or 
regulations and which is not taken into account in the percentage increase described in 
clause (i),  
 
reduced by 1 1/2 percentage points (for 1991) or by 2 percentage points (for subsequent 
years). In clause (i), the term 'fees' means, with respect to 1991, reasonable charges and, 
with respect to any succeeding year, fee schedule amounts."; 
 
(E) in subsection (f)(2)(A) -- 
 
(i) by striking "1991" the first place it appears and inserting "1996", 
 
(ii) by striking "each performance standard rate of increase" and inserting "the 
performance standard rate of increase, for all physicians' services and for each category 
of physicians' services,", 
 
(iii) in clause (i), by striking "fees for physicians' services (as defined in subsection 
(f)(5)(A))" and inserting "fee schedule amounts for all physicians' services or for the 
category of physicians' services, respectively,", 
 
(iv) in clause (iii), by inserting "all" before "physicians' services", 
 
(v) in clause (iv), by striking "physicians' services (as defined in subsection (f)(5)(A))" 
and inserting "all physicians' services or of the category of physicians' services, 
respectively,", and 
 
(vi) by striking the last sentence; 
 
(F) in subsection (f)(2)(B), by striking all that follows "the performance standard factor" 
and inserting "is 2 percentage points"; and 
 
(G) in subsection (i), by adding at the end the following new paragraph: 
 
"(2) No comparability adjustment. -- For radiology and anesthesia services for which 
payment under this part is determined under this section -- 
 
"(A) a carrier may not make any adjustment in the payment amount under section 
1842(b)(3)(B) on the basis that the payment amount is higher than the charge applicable, 
for a comparable services and under comparable circumstances, to the policyholders and 
subscribers of the carrier, 
 
"(B) no payment adjustment may be made under section 1842(b)(8), and 
 
"(C) section 1842(b)(9) shall not apply .". 



(d) Effective Date. -- (1) Except as provided in paragraph (2), the amendments made by 
this section shall apply to services furnished on or after January 1, 1991. 
 
(2) The amendments made by subsections (a)(2) and (b)(2) shall take effect on the date of 
the enactment of this Act. 
 
SEC. 12106. TREATMENT OF NEW PHYSICIANS. 
 
(a) Extension of Customary Charge Limit. -- 
 
(1) Section 1842(b)(4)(F) of the Social Security Act (42 U.S.C. 1395u(b)(4)(F)) is 
amended by adding at the end the following: "For the second and third calendar years 
during which the first sentence of this subparagraph no longer applies, the Secretary shall 
set the customary charge at a level no higher than 90 and 95 percent, respectively, of the 
prevailing charge for the service.". 
 
(2) Section 6108(a)(2) of the Omnibus Budget Reconciliation Act of 1989 is amended -- 
 
(A) by inserting "or 1991" after "1990", and 
 
(B) by inserting "or 1990" after "1989". 
 
(b) Application under RVS. -- Section 1848(a) of such Act (42 U.S.C. 1395w-4(a)) is 
amended by adding at the end the following new paragraph: 
 
"(4) Treatment of new physicians. -- In the case of physicians' services furnished by a 
physician before the end of the physician's first full calendar year of furnishing services 
for which payment may be made under this part, and during each of the 3 succeeding 
years, the fee schedule amount to be applied shall be 80 percent, 85 percent, 90 percent, 
and 95 percent, respectively, of the fee schedule amount applicable to physicians who are 
not subject to this paragraph. The preceding sentence shall not apply to primary care 
services (as defined in section 1842(i)(4)) and services furnished in a rural area (as 
defined in section 1886(d)(2)(D)) that is designated, under section 332(a)(1)(A) of the 
Public Health Service Act, as a health manpower shortage area.". 
 
(c) Effective Dates. -- 
 
(1) The amendments made by subsection (a) apply to services furnished in 1991 and 
thereafter which were subject to the first sentence of section 1842(b)(4)(F) of the Social 
Security Act in 1989 or thereafter. 
 
(2) The amendment made by subsection (b) shall apply to services furnished after 1991. 
 
SEC. 12107. PAYMENTS FOR ASSISTANTS AT SURGERY. 
 



(a) Reduction for Infrequently Used Services. -- Section 1842(b)(7) of the Social Security 
Act (42 U.S.C. 1395u(b)(7)) is amended -- 
 
(1) in subparagraph (D)(iii), by inserting "consistent with subparagraph (E)" after "under 
this part", and 
 
(2) by adding at the end the following new subparagraph: 
 
"(E)(i) The Secretary shall determine, based on the most recent data available, for each 
surgical procedure (or class of surgical procedure) the national average percentage of 
such procedure performed under this part which involve the use of an assistant at surgery. 
 
"(ii) If the percentage determined under clause (i) for a procedure is less than 50 percent, 
but not less than 25 percent, payment under this part for assistants at surgery involved in 
the procedure shall be based on 75 percent of the payment basis established if this 
subparagraph did not apply. 
 
"(iii) If the percentage determined under clause (i) for a procedure is less than 25 percent, 
but not less than 5 percent, payment under this part for assistants at surgery involved in 
the procedure shall be based on 75 percent of the payment basis established if this 
subparagraph did not apply and payment may only be made under this part if the use of 
the assistant at surgery were authorized, before the performance of the procedure, by the 
appropriate utilization and quality control peer review organization under part B of title 
XI. 
 
"(iv) If the percentage determined under clause (i) for a procedure is less than 5 percent, 
no payment shall be made under this part for services of an assistant at surgery involved 
in the procedure.". 
 
(b) Conforming Amendment. -- Section 1862(a)(15) of such Act (42 U.S.C. 
1395y(a)(15)) is amended -- 
 
(1) by inserting "(A)" after "(15)", 
 
(2) by striking "; or" at the end and inserting ", or", and 
 
(3) by adding at the end the following new subparagraph: 
 
"(B) which are for services of an assistant at surgery in a procedure described in section 
1842(b)(7)(E)(iii), unless, before the procedure is performed, the appropriate utilization 
and quality control peer review organization (under part B of title XI) has approved of the 
use of such an assistant in the surgical procedure; or". 
 
(c) Effective Date. -- The amendments made by this section shall apply to services 
furnished on or after January 1, 1991. 
 



SEC. 12108. INTERPRETATION OF ELECTROCARDIOGRAMS. 
 
(a) In General. -- Section 1848(b) of the Social Security Act (42 U.S.C. 1395w-4(b)) is 
amended by adding at the end the following new paragraph: 
 
"(3) Treatment of Interpretation of Electrocardiograms. -- If payment is made under this 
part for a visit to a physician or consultation with a physician and, as part of or in 
conjunction with the visit or consultation there is an electrocardiogram performed or 
ordered to be performed, no separate payment may be made under this part with respect 
to the interpretation of the electrocardiogram and no physician may bill an individual 
enrolled under this part separately for such an interpretation. If a physician knowingly 
and willfully bills one or more individuals in violation of the previous sentence, the 
Secretary may apply sanctions against the physician or entity in accordance with section 
1842(j)(2).". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to services 
furnished on or after January 1, 1992. In applying section 1848(d)(1)(B) of the Social 
Security Act (in computing a hypothetical conversion factor for 1991), the Secretary shall 
compute such factor assuming that section 1848(b)(3) of such Act (as added by the 
amendment made by subsection (a)) had applied to physicians' services furnished during 
1991. 
 
PART 2 -- OTHER ITEMS AND SERVICES 
 
SEC. 12111. PAYMENTS FOR HOSPITAL OUTPATIENT SERVICES. 
 
(a) Reduction in Payments for Capital-Related Costs. -- 
 
(1) In general. -- Section 1861(v)(1)(S)(ii)(I) of the Social Security Act (42 U.S.C. 
1395x(v)(1)(S)(ii)(I)) is amended by striking "fiscal year 1990" and inserting "during the 
period beginning on October 1, 1989, and ending December 31, 1993". 
 
(2) Exemption for rural primary care hospitals. -- Section 1861(v)(1)(S)(ii)(II) of such 
Act (42 U.S.C. 1395x(v)(1)(S)(ii)(II)) is amended by striking "1886(d)(5)(D)(iii))." and 
inserting "1886(d)(5)(D)(iii) or a rural primary care hospital (as defined in section 
1861(mm)(1))." 
 
[*H10227] (b) Reduction in Reasonable Costs of Hospital Outpatient Services. -- 
 
(1) In general. -- Section 1861(v)(1)(S)(ii) of such Act (42 U.S.C. 1395x(v)(1)(S)(ii)) is 
amended -- 
 
(A) in subclause (II) -- 
 
(i) by striking "Subclause (I)" and inserting "Subclauses (I) and (II)", and 
 



(ii) by striking "capital-related costs of any hospital" and inserting "costs of hospital 
outpatient services provided by any hospital"; 
 
(B) in subclause (III) -- 
 
(i) by striking "subclause (I)" and inserting "subclauses (I) and (II)", and 
 
(ii) by striking "capital-related" and inserting "the"; 
 
(C) by redesignating subclauses (II) and (III) as subclauses (III) and (IV); and 
 
(D) by inserting after subclause (I) the following new subclause: 
 
"(II) The Secretary shall reduce the reasonable cost of outpatient hospital services (other 
than the capital-related costs of such services) otherwise determined pursuant to section 
1833(a)(2)(B)(i)(I) by 2 percent for payments attributable to portions of cost reporting 
periods during the period beginning on October 1, 1990, and ending December 31, 
1993.". 
 
(2) Prospective payment system for hospital outpatient services. -- 
 
(A) Development of proposal. -- The Secretary of Health and Human Services shall 
develop a proposal to replace the current system under which payment is made for 
hospital outpatient services under title XVIII of the Social Security Act with a system 
under which such payments would be made on the basis of prospectively determined 
rates. In developing any proposal under this paragraph, the Secretary shall consider -- 
 
(i) the need to provide for appropriate limits on increases in expenditures under the 
medicare program; 
 
(ii) the need to adjust prospectively determined rates to account for changes in a 
hospital's outpatient case mix, severity of illness of patients, volume of cases, and the 
development of new technologies and standards of medical practice; 
 
(iii) providing hospitals with incentives to control the costs of providing outpatient 
services; 
 
(iv) the feasibility and appropriateness of including payment for outpatient services not 
currently paid on a cost-related basis under the medicare program (including clinical 
diagnostic laboratory tests and dialysis services) in the system; 
 
(v) the need to increase payments under the system to hospitals that treat a 
disproportionate share of low-income patients, teaching hospitals, and hospitals located in 
geographic areas with high wages and wage-related costs; 
 



(vi) the feasibility and appropriateness of bundling services into larger units, such as 
episodes or visits, in establishing the basic unit for making payments under the system; 
and 
 
(vii) the feasibility and appropriateness of varying payments under the system on the 
basis of whether services are provided in a free-standing or hospital-based facility. 
 
(B) Reports. -- (i) By not later than January 1, 1991, the Administrator of the Health Care 
Financing Administration shall submit research findings relating to prospective payments 
for hospital outpatient services to the Committee on Finance of the Senate and the 
Committees on Ways and Means and Energy and Commerce of the House of 
Representatives. 
 
(ii) By not later than September 1, 1991, the Secretary shall submit the proposal 
developed under subparagraph (A) to such Committees. 
 
(iii) By not later than March 1, 1992, the Prospective Payment Assessment Commission 
shall submit an analysis of and comments on the proposal developed under subparagraph 
(A) to such Committees. 
 
(c) Payments for Ambulatory Surgical Procedures and Radiology Services. -- 
 
(1) Modification of cost and asc proportions of asc blend amounts. -- 
 
(A) In general. -- Section 1833(i)(3)(B)(ii) of the Social Security Act (42 U.S.C. 
1395l(i)(3)(B)(ii)) is amended -- 
 
(i) in subclause (I), by striking "and 50 percent for other cost reporting periods." and 
inserting "50 percent for reporting periods beginning on or after October 1, 1988, and on 
or before December 31, 1990, and 33 percent for cost reporting periods beginning on or 
after January 1, 1991."; and 
 
(ii) in subclause (II), by striking "and 50 percent for other cost reporting periods." and 
inserting "50 percent for reporting periods beginning on or after October 1, 1988, and on 
or before December 31, 1990, and 67 percent for cost reporting periods beginning on or 
after January 1, 1991.". 
 
(B) Extension of asc blend amounts for eye and eye and ear specialty hospitals. -- The 
last sentence of section 1833(i)(3)(B)(ii) of such Act (42 U.S.C. 1395l(i)(3)(B)(ii)) is 
amended by striking "in fiscal year 1989 or fiscal year 1990" and inserting "on or after 
October 1, 1988, and before January 1, 1995". 
 
(2) Modification of cost and charge proportions for radiology services. -- Section 
1833(n)(1)(B)(ii)(I) of such Act (42 U.S.C. 1395l(n)(1)(B)(ii)(I)) is amended by striking 
the period at the end and inserting ", and such term means 33 percent in the case of 



outpatient radiology services for portions of cost reporting periods beginning on or after 
January 1, 1991.". 
 
(3) 2-year freeze in allowance for intraocular lenses. -- Notwithstanding section 
1833(i)(2)(A)(iii) of the Social Security Act, the amount of payment determined under 
such section for the insertion of an intraocular lens during or subsequent to cataract 
surgery furnished to an individual in an ambulatory surgical center on or after the date of 
the enactment of this Act and on or before December 31, 1992, shall be equal to $200. 
 
(d) Payments to Hospitals for Direct Graduate Medical Education Costs Associated With 
Part B Services. -- 
 
(1) Establishment of current criteria as separate part b provision. -- 
 
(A) In general. -- Section 1833 of the Social Security Act (42 U.S.C. 1395l) is amended 
by adding at the end the following new subsection: 
 
"(r) Payments for Direct Graduate Medical Education Costs. -- 
 
"(1) Substitution of special payment rules. -- Notwithstanding section 1861(v), instead of 
any amounts that are otherwise payable under this title with respect to the reasonable 
costs of hospitals for direct graduate medical education costs associated with the 
provision of services under this part, the Secretary shall provide for payments for such 
costs from the Federal Supplementary Medical Insurance Trust Fund established under 
this part in accordance with paragraph (3) of this subsection, and shall provide for such 
payments in a manner that reasonably reflects the proportion of total direct graduate 
medical education costs of hospitals that are associated with this part. 
 
"(2) Determination of hospital-specific approved fte resident amounts. -- The Secretary 
shall determine, for each hospital with an approved medical residency training program, 
an approved FTE resident amount for each cost reporting period beginning on or after 
July 1, 1985, as follows: 
 
"(A) Determining allowable average cost per fte resident in a hospital's base period. – 
The Secretary shall determine, for the hospital's cost reporting period that began during 
fiscal year 1984, the average amount recognized as reasonable under this title for direct 
graduate medical education costs of the hospital for each full-time-equivalent resident. 
 
"(B) Updating to the first cost reporting period. -- 
 
"(i) In general. -- The Secretary shall update each average amount determined under 
subparagraph (A) by the percentage increase in the consumer price index during the 12-
month cost reporting period described in such subparagraph. 
 



"(ii) Exception. -- The Secretary shall not perform an update under clause (i) in the case 
of a hospital if the hospital's reporting period, described in subparagraph (A), began on or 
after July 1, 1984, and before October 1, 1984. 
 
"(C) Amount for first cost reporting period. -- For the first cost reporting period of the 
hospital beginning on or after July 1, 1985, the approved FTE resident amount for the 
hospital is equal to the amount determined under subparagraph (B) increased by 1 
percent. 
 
"(D) Amount for subsequent cost reporting periods. -- For each subsequent cost reporting 
period, the approved FTE resident amount for the hospital is equal to the amount 
determined under this paragraph for the previous cost reporting period updated, through 
the midpoint of the period, by projecting the estimated percentage change in the 
consumer price index during the 12-month period ending at that midpoint, with 
appropriate adjustments to reflect previous under- or over-estimations under this 
subparagraph in the projected percentage change in the consumer price index. 
 
"(E) Treatment of certain hospitals. -- In the case of a hospital that did not have an 
approved medical residency training program or was not participating in the program 
under this title for a cost reporting period beginning during fiscal year 1984, the Secretary 
shall, for the first such period for which it has such a residency training program and is 
participating under this title, provide for such approved FTE resident amount as the 
Secretary determines to be appropriate, based on approved FTE resident amounts for 
comparable programs. 
 
"(3) Hospital payment amount per resident. -- 
 
"(A) In general. -- The payment amount, for a hospital cost reporting period beginning on 
or after July 1, 1985, is equal to the product of -- 
 
"(i) the aggregate approved amount (as defined in subparagraph (B)) for that period, and 
 
"(ii) the hospital's medicare patient load (as defined in subparagraph (C)) for that period. 
 
"(B) Aggregate approved amount. -- As used in this subparagraph (A), the term 
"aggregate approved amount" means, for a hospital cost reporting period, the product of – 
 
"(i) the hospital's approved FTE resident amount (determined under paragraph (2)) for 
that period, and 
 
"(ii) the weighted average number of full-time-equivalent residents (as determined under 
paragraph (4)) in the hospital's approved medical residency training programs in that 
period. 
 
"(C) Medicare patient load. -- As used in subparagraph (A), the term 'medicare patient 
load' means, with respect to a hospital's [*H10228] cost reporting period, the fraction of 



the total number of inpatient-bed-days (as established by the Secretary) during the period 
which are attributable to patients with respect to whom payment may be made under part 
A. 
 
"(4) Determination of full-time equivalent residents. -- 
 
"(A) Rules. -- The Secretary shall establish rules consistent with this paragraph for the 
computation of the number of full-time-equivalent residents in an approved medical 
residency training program. 
 
"(B) Adjustment for part-year or part-time residents. -- Such rules shall take into account 
individuals who serve as residents for only a portion of a period with a hospital or 
simultaneously with more than one hospital. 
 
"(C) Weighting factors for certain residents. -- Subject to subparagraph (D), such rules 
shall provide, in calculating the number of full-time-equivalent residents in an approved 
residency program – 
 
"(i) before July 1, 1986, for each resident the weighting factor is 1.00, 
 
"(ii) on or after July 1, 1986, for a resident who is in the resident's initial residency period 
(as defined in paragraph (5)(F)), the weighting factor is 1.00, 
 
"(iii) on or after July 1, 1986, and before July 1, 1987, for a resident who is not in the 
resident's initial residency period (as defined in paragraph (5)(F)), the weighting factor is 
.75, and 
 
"(iv) on or after July 1, 1987, for a resident who is not in the resident's initial residency 
period (as defined in paragraph (5)(F)), the weighting factor is .50. 
 
"(D) Foreign medical graduates required to pass fmgems examination. -- 
 
"(i) In general. -- Except as provided in clause (ii), such rules shall provide that, in the 
case of an individual who is a foreign medical graduate (as defined in paragraph (5)(D)), 
the individual shall not be counted as a resident on or after July 1, 1986, unless -- 
 
"(I) the individual has passed the FMGEMS examination (as defined in paragraph 
(5)(E)), or 
 
"(II) the individual has previously received certification from, or has previously passed 
the examination of, the Educational Commission for Foreign Medical Graduates. 
 
"(ii) Transition for current fmgs. -- On or after July 1, 1986, but before July 1, 1987, in 
the case of a foreign medical graduate who -- 
 



"(I) has served as a resident before July 1, 1986, and is serving as a resident after that 
date, but 
 
"(II) has not passed the FMGEMS examination or a previous examination of the 
Educational Commission for Foreign Medical Graduates before July 1, 1986, 
the individual shall be counted as a resident at a rate equal to one-half of the rate at which 
the individual would otherwise be counted. 
 
"(E) Counting time spent in outpatient settings. -- Such rules shall provide that only time 
spent in activities relating to patient care shall be counted and that all the time so spent by 
a resident under an approved medical residency training program shall be counted toward 
the determination of full-time equivalency, without regard to the setting in which the 
activities are performed, if the hospital incurs all, or substantially all, of the costs for the 
training program in that setting. 
 
"(5) Definitions and special rules. -- As used in this subsection: 
 
"(A) Approved medical residency training program. -- The term 'approved medical 
residency training program' means a residency or other postgraduate medical training 
program participation in which may be counted toward certification in a specialty or 
subspecialty and includes formal postgraduate training programs in geriatric medicine 
approved by the Secretary. 
 
"(B) Consumer price index. -- The term 'consumer price index' refers to the Consumer 
Price Index for all Urban Consumers (United States city average), as published by the 
Secretary of Commerce. 
 
"(C) Direct graduate medical education costs. -- The term 'direct graduate medical 
education costs' means direct costs of approved educational activities for approved 
medical residency training programs. 
 
"(D) Foreign medical graduate. -- The term 'foreign medical graduate' means a resident 
who is not a graduate of -- 
 
"(i) a school of medicine accredited by the Liaison Committee on Medical Education of 
the American Medical Association and the Association of American Medical Colleges 
(or approved by such committee as meeting the standards necessary for such 
accreditation), 
 
"(ii) a school osteopathy accredited by the American Osteopathic Association, or 
approved by such Association as meeting the standards necessary for such accreditation, 
or 
 
"(iii) a school of dentistry or podiatry which is accredited (or meets the standards for 
accreditation) by an organization recognized by the Secretary for such purpose. 



"(E) FMGEMS examination. -- The term 'FMGEMS examination' means parts I and II of 
the Foreign Medical Graduate Examination in the Medical Sciences recognized by the 
Secretary for this purpose. 
 
"(F) Initial residency period. -- The term 'initial residency period' means the period of 
board eligibility plus one year, except that -- 
 
"(i) except as provided in clause (ii), in no case shall the initial period of residency 
exceed an aggregate period of formal training of more than five years for any individual, 
and 
 
"(ii) a period, of not more than two years, during which an individual is in a geriatric 
residency or fellowship program which meets such criteria as the Secretary may 
establish, shall be treated as part of the initial residency period, but shall be counted 
against any limitation on the initial residency period. 
 
The initial residency period shall be determined, with respect to a resident, as of the time 
the resident enters the residency training program. 
 
"(G) Period of board eligibility. -- 
 
"(i) General rule. -- Subject to clauses (i) and (iii), the term 'period of board eligibility' 
means, for a resident, the minimum number of years of formal training necessary to 
satisfy the requirements for initial board eligibility in the particular specialty for which 
the resident is training. 
 
"(ii) Application of 1985-1986 directory. -- Except as provided in clause (iii), the period 
of board eligibility shall be such period specified in the 1985-1986 Directory of 
Residency Training Programs published by the Accreditation Council on Graduate 
Medical Education. 
 
"(iii) Changes in period of board eligibility. -- On or after July 1, 1989, if the 
Accreditation Council on Graduate Medical Education, in its Directory of Residency 
Training Programs – 
 
"(I) increases the minimum number of years of formal training necessary to satisfy the 
requirements for a specialty, above the period specified in its 1985-1986 Directory, the 
Secretary may increase the period of board eligibility for that specialty, but not to exceed 
the period of board eligibility specified in that later Directory, or 
 
"(II) decreases the minimum number of years of formal training necessary to satisfy the 
requirements for a specialty, below the period specified in its 1985-1986 Directory, the 
Secretary may decrease the period of board eligibility for that specialty, but not below the 
period of board eligibility specified in that later Directory. 
 



"(H) Resident. -- The term 'resident' includes an intern or other participant in an approved 
medical residency training program.". 
 
(B) Conforming amendment. -- Section 1886(h)(1) of such Act (42 U.S.C. 
1395ww(h)(1)) is amended by striking "costs, the Secretary" and all that follows and 
inserting the following: "costs associated with the provision of services under part A, the 
Secretary shall provide for payments for such costs from the Federal Hospital Insurance 
Trust Fund in accordance with paragraph (3) of this subsection, and shall provide for 
such payments in a manner that reasonably reflects the proportion of total direct graduate 
medical education costs of hospitals that are associated with part A.". 
 
(C) Effective date. -- The amendments made by subparagraphs (A) and (B) shall take 
effect as if included in the enactment of section 9202(a) of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, and section 1833(r) of the Social Security Act, as 
added by subparagraph (A), shall be administered, as of any date before the date of the 
enactment of this Act, in the same manner as section 1886(h) was administered as of such 
date. 
 
(2) Modifications in payment rules for subsequent cost reporting periods. -- 
 
(A) Determination of full-time-equivalent residents. -- 
 
(i) Treatment of primary care and non-primary care residents in initial residency period. -
- Section 1833(r)(4)(C)(ii) of such Act, as added by paragraph (1)(A), is amended by 
striking "is 1.00," and inserting the following: "is -- 
 
"(I) 1.1, in the case of a resident who is a primary care resident; 
 
"(II) 1.0, in the case of a resident who is not a primary care resident and who specializes 
in internal medicine or pediatrics; or 
 
"(III) .90, in the case of a resident not described in subclauses (I) or (II),". 
 
(ii) Weighting factor after initial residency period. -- Section 1833(r)(4)(C)(iv) of such 
Act, as added by paragraph (1)(A), is amended by striking ".50" and inserting ".80". 
 
(iii) Definition. -- Section 1833(r)(5) of such Act, as added by paragraph (1)(A), is 
amended -- 
 
(I) by redesignating subparagraph (H) as subparagraph (I); and 
 
(II) by inserting after subparagraph (G) the following new subparagraph: 
 
"(H) Primary care resident. -- The term 'primary care resident' means (in accordance with 
criteria established by the Secretary) a resident being trained in a distinct program of 
family practice medicine, general internal medicine, or general pediatrics.". 



 
(iv) Effective date. -- The amendments made by clauses (i), (ii), and (iii) shall apply to 
portions of cost reporting periods occurring on or after October 1, 1990. 
 
(B) Cap on approved fte resident amounts. -- Section 1833(r)(2)(D) of such Act, as added 
by paragraph (1)(A), is amended by striking the period at the end and inserting the 
following: "; except that the approved FTE resident amount for the hospital may not 
exceed – 
 
"(i) for cost reporting periods beginning in fiscal year 1992, 200 percent, 
 
"(ii) for cost reporting periods beginning in fiscal year 1993, 175 percent, or 
 
[*H10229] "(iii) for cost reporting periods beginning in fiscal year 1994 or any 
subsequent fiscal year, 150 percent,  
 
of the median of all approved FTE amounts for hospitals under this paragraph for cost 
reporting periods beginning in the fiscal year involved, adjusted by the area wage index 
applicable to the hospital under section 1886(d)(3)(E) during such cost reporting period.". 
 
SEC. 12112. DURABLE MEDICAL EQUIPMENT. 
 
(a) Over-Priced and Over-Utilized Items and Services. -- 
 
(1) 15 percent reduction in payments for seat-lift chairs and transcutaneous electrical 
nerve stimulators. -- Section 1834(a)(1)(D) of the Social Security Act (42 U.S.C. 
1395m(a)(1)(D)) is amended by inserting before the period at the end the following: ", 
and, if furnished on or after January 1, 1991, the Secretary shall further reduce such 
payment amount (as previously reduced) by 15 percent". 
 
(2) Prohibition Against Distribution of Medical Necessity Forms by Suppliers. -- 
 
(A) In general. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)) is amended by 
adding at the end the following new paragraph: 
 
"(15) Prohibition against distribution by suppliers of forms documenting medical 
necessity. -- 
 
"(A) In general. -- A supplier of a covered item under this subsection may not distribute 
to individuals entitled to benefits under this part for commercial purposes any completed 
or partially completed forms or other documents required by the Secretary to be 
submitted to show that a covered item is reasonable and necessary for the diagnosis or 
treatment of illness or injury or to improve the functioning of a malformed body member. 
 
"(B) Penalty. -- Any supplier of a covered item who knowingly and willfully distributes a 
form or other document in violation of subparagraph (A) is subject to a civil money 



penalty in an amount not to exceed $1,000 for each such form or document so distributed. 
The provisions of section 1128A (other than subsections (a) and (b)) shall apply to civil 
money penalties under this subparagraph in the same manner as they apply to a penalty or 
proceeding under section 1128A(a).". 
 
(B) Effective date. -- The amendment made by subparagraph (A) shall apply to forms and 
documents distributed on or after January 1, 1991. 
 
(3) Carrier determinations of coverage of certain items in advance. -- 
 
(A) In general. -- Section 1834(a)(11) of such Act (42 U.S.C. 1395m(a)) is amended by 
adding at the end the following new subparagraph: 
 
"(C) Carrier determinations of coverage of certain items in advance. -- A carrier shall 
determine in advance whether payment for a covered item for which payment is made 
under this subsection may not be made because of the application of section 1862(a)(1) if 
– 
 
"(i) the item is a customized item; or 
 
"(ii) the item is a specified covered item under subparagraph (B).". 
 
(B) Incorporation of timeliness standards in carrier performance requirements. -- Section 
1842(c) of such Act (42 U.S.C. 1395u(c)) is amended by adding at the end the following 
new paragraph: 
 
"(4) Each contract under this section which provides for the disbursement of funds, as 
described in subsection (a)(1)(B), shall require the carrier to meet criteria developed by 
the Secretary to measure the timeliness of carrier responses to requests for payment of 
items described in section 1834(a)(11)(C).". 
 
(C) Effective date. -- The amendment made by subparagraph (A) shall apply to items 
furnished on or after January 1, 1991, and the amendment made by subparagraph (B) 
shall apply to contracts entered into on or after January 1, 1991. 
 
(4) Special Scrutiny for Potentially Overused Items. -- Section 1834(a) of such Act (42 
U.S.C. 1395m(a)), as amended by paragraph (2), is further amended by adding at the end 
the following new paragraph: 
 
"(16) Special treatment for potentially overused items. -- 
 
"(A) Development of list of items by secretary. -- The Secretary shall develop and 
periodically update a list of items for which payment may be made under this subsection 
that are potentially overused, and shall include in such list seat-lift chairs, trancutaneous 
electrical nerve stimulators, motorized scooters, and any such other item determined by 
the Secretary to be potentially overused on the basis of the following criteria: 



"(i) The item is marketed directly to potential patients. 
 
"(ii) The item is marketed with an offer to potential patients to waive the costs of 
coinsurance associated with the item or is marketed as being available at no cost to 
policyholders of a medicare supplemental policy (as defined in section 1882(g)(1)). 
 
"(iii) The item has been subject to a consistent pattern of overutilization. 
 
"(iv) A high proportion of claims for payment for such item under this part may not be 
made because of the application of section 1862(a)(1). 
 
"(B) Items subject to special carrier scrutiny. -- Payment may not be made under this part 
for any item contained in the list developed by the Secretary under subparagraph (A) 
unless the carrier has subjected the claim for payment for the item to special scrutiny.". 
 
(b) Development and Application of National Limits on Fees. -- 
 
(1) Inexpensive and routinely purchased durable medical equipment and items requiring 
frequent and substantial servicing. -- Paragraphs (2) and (3) of section 1834(a) of such 
Act (42 U.S.C. 1395m(a)) are each amended -- 
 
(A) in subparagraph (B)(i), by striking "or" at the end; 
 
(B) by striking clause (ii) of subparagraph (B) and inserting the following: 
 
"(ii) in 1991 is the sum of (I) 67% of the local payment amount for the item or device 
computed under subparagraph (C)(i)(I) for 1991, and (II) 33% of the national limited 
payment amount for the item or device computed under subparagraph (C)(ii) for 1991; 
 
"(iii) in 1992 is the sum of (I) 33% of the local payment amount for the item or device 
computed under subparagraph (C)(i)(II) for 1992, and (II) 67% of the national limited 
payment amount for the item or device computed under subparagraph (C)(ii) for 1992; 
and 
 
"(iv) in 1993 and each subsequent year is the national limited payment amount for the 
item or device computed under subparagraph (C)(ii) for that year."; and  
 
(C) by adding at the end the following new subparagraph: 
 
"(C) Computation of local payment amount and national limited payment amount. -- For 
purposes of subparagraph (B) -- 
 
"(i) the local payment amount for an item or device for a year is equal to -- 
 
"(I) for 1991, the amount specified in subparagraph (B)(i) for 1990 adjusted by the 
covered item update for 1991, and 



 
"(II) for 1992, the amount determined under this clause for the preceding year adjusted by 
the covered item update for 1992; and 
 
"(ii) the national limited payment amount for an item or device for a year is equal to -- 
 
"(I) for 1991 and 1992, the local payment amount determined under clause (i) for such 
item or device for that year, except that the national limited payment amount may not 
exceed 100 percent of the weighted average of all local payment amounts determined 
under such clause for such item for that year and may not be less than 85 percent of the 
weighted average of all local payment amounts determined under such clause for such 
item, and 
 
"(II) for each subsequent year, the amount determined under this clause for the preceding 
year adjusted by the covered item update for such subsequent year.". 
 
(2) Miscellaneous items and other covered items. -- Section 1834(a)(8) of such Act (42 
U.S.C. 1395m(a)(8)) is amended -- 
 
(A) in subparagraph (A)(ii) -- 
 
(i) by striking "or" at the end of subclause (I); 
 
(ii) in subclause (II) -- 
 
(I) by striking "1991 or", and 
 
(II) by striking "increased by the percentage increase" and all that follows through the 
period and inserting "adjusted by the covered item update for the year."; 
 
(iii) by redesignating subclause (II) as subclause (III); and 
 
(iv) by inserting after subclause (I) the following new subclause: 
 
"(II) in 1991, equal to the local purchase price computed under this clause for the 
previous year, adjusted by the covered item update for 1991, and decreased by the 
percentage by which the average of the purchase prices submitted exceeds the average of 
the reasonable charges on claims paid for the item during the 6-month period ending with 
December 1986; or"; 
 
(B) by amending subparagraph (B) to read as follows: 
 
"(B) Computation of national limited purchase price. -- With respect to the furnishing of 
a particular item in a year, the Secretary shall compute a national limited purchase price -
- 
 



"(i) for 1991 and 1992, equal to the local purchase price computed under subparagraph 
(A)(ii) for the item for the year, except that such national limited purchase price may not 
exceed 100 percent of the weighted average of all local purchase prices for the item 
computed under such subparagraph for the year, and may not be less than 85 percent of 
the weighted average of all local purchase prices for the item computed under such 
subparagraph for the year; and 
 
"(ii) for each subsequent year, equal to the amount determined under this subparagraph 
for the preceding year adjusted by the covered item update for such subsequent year."; 
 
(C) in subparagraph (C) -- 
 
(i) by striking "regional purchase price" each place it appears and inserting "national 
limited purchase price", 
 
(ii) by striking "and subject to subparagraph (D)", 
 
(iii) in clause (ii) -- 
 
(I) by striking "75" and inserting "67"; and 
 
(II) by striking "25" and inserting "33", and 
 
(iv) in clause (iii) -- 
 
(I) in subclause (I), by striking "50" and inserting "33"; and 
 
(II) in subclause (II), by striking "50" and inserting "67"; and 
 
(D) by striking subparagraph (D). 
 
[*H10230] (3) Oxygen and oxygen equipment. -- Section 1834(a)(9) of such Act (42 
U.S.C. 1395m(a)(9)) is amended -- 
 
(A) in subparagraph (A)(ii)(II), by striking "increased by the percentage increase" and all 
that follows through the period and inserting "adjusted by the covered item update for the 
year."; 
 
(B) by amending subparagraph (B) to read as follows: 
 
"(B) Computation of national limited monthly payment rate. -- With respect to the 
furnishing of an item in a year, the Secretary shall compute a national limited monthly 
payment rate equal to – 
 
"(i) for 1991 and 1992, the local monthly payment rate computed under subparagraph 
(A)(ii)(II) for the item for the year, except that such national limited monthly payment 



rate may not exceed 100 percent of the weighted average of all local monthly payment 
rates computed for the item under such subparagraph for the year, and may not be less 
than 85 percent of the weighted average of all local monthly payment rates computed for 
the item under such subparagraph for the year; and 
 
"(ii) for each subsequent year, equal to the amount determined under this subparagraph 
for the preceding year adjusted by the covered item update for such subsequent year."; 
 
(C) in subparagraph (C) -- 
 
(i) by striking "regional monthly payment rate" each place it appears and inserting 
"national limited monthly payment rate", 
 
(ii) in clause (ii) -- 
 
(I) by striking "75" and inserting "67"; and 
 
(II) by striking "25" and inserting "33", and 
 
(iii) in clause (iii) -- 
 
(I) in subclause (I), by striking "50" and inserting "33"; and 
 
(II) in subclause (II), by striking "50" and inserting "67"; and 
 
(D) by striking subparagraph (D). 
 
(4) Definition. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)) is amended by 
inserting after paragraph (13) the following new paragraph: 
 
"(14) Covered item update. -- In this subsection, the term 'covered item update' means, 
with respect to a year, the percentage increase in the consumer price index for all urban 
consumers (U.S. city average) for the 12-month period ending with June of the previous 
year.". 
 
(5) Conforming amendment. -- Section 1834(a)(12) of such Act (42 U.S.C. 
1395m(a)(12)) is amended by striking "defined for purposes of paragraphs (8)(B) and 
(9)(B)". 
 
(c) Treatment of "Rental Cap" Items. -- 
 
(1) Determining payment amount on basis of claims paid. -- Section 1834(a)(8)(A)(i)(II) 
of such Act is amended by striking "average of the purchase prices on the claims 
submitted" and inserting "average of the reasonable charges on claims paid". 
 
(2) Limitation on monthly recognized rental amounts for miscellaneous items. -- Section 



1834(a)(7)(A)(i) of such Act (42 U.S.C. 1395m(a)(7)(A)(i)) is amended -- 
 
(A) by striking "for each such month" and inserting "for each of the first 3 months of 
such period"; and 
 
(B) by striking the semicolon at the end and inserting the following: ", and for each of the 
remaining months of such period is 7.5 percent of such purchase price;". 
 
(3) Offer of option to purchase for miscellaneous items; establishment of reasonable 
lifetime. -- Section 1834(a)(7) of such Act (42 U.S.C. 1395m(a)(7)(A)) is amended -- 
 
(A) in subparagraph (A)(i), by striking "15 months" and inserting "15 months, or, in the 
case of an item for which a purchase agreement has been entered into under clause (ii), a 
period of continuous use of longer than 13 months"; 
 
(B) in subparagraph (A)(ii) -- 
 
(i) by striking "(ii) during the succeeding 6-month period of medical need," and inserting 
"(iii) in the case of an item for which a purchase agreement has not been entered into 
under clause (ii), during the first 6-month period of medical need that follows the period 
of medical need during which payment is made under clause (i),", and 
 
(ii) by striking "and" at the end; 
 
(C) in subparagraph (A)(iii) -- 
 
(i) by striking "(iii)" and inserting "(iv) in the case of an item for which a purchase 
agreement has not been entered into under clause (ii),", and 
 
(ii) by striking the period at the end and inserting "; and"; 
 
(D) by inserting after clause (i) of subparagraph (A) the following new clause: 
 
"(ii) during the 10th continuous month during which payment is made for the rental of an 
item under clause (i), the supplier of such item shall offer the individual patient the option 
to enter into a purchase agreement under which, if the patient notifies the supplier not 
later than 1 month after the supplier makes such offer that the patient agrees to accept 
such offer and exercise such option -- 
 
"(I) the supplier shall transfer title to the item to the individual patient on the first day that 
begins after the 13th continuous month during which payment is made for the rental of 
the item under clause (i), 
 
"(II) after the supplier transfers title to the item under subclause (I), maintenance and 
servicing payments shall be made in accordance with clause (v);"; 



(E) by inserting after clause (iv) of subparagraph (A) (as amended by subparagraph (C)) 
the following new clause: 
 
"(v) in the case of an item for which a purchase agreement has been entered into under 
clause (ii), maintenance and servicing payments may be made (for parts and labor not 
covered by the supplier's or manufacturer's warranty, as determined by the Secretary to 
be appropriate for the particular type of durable medical equipment), and such payments 
shall be in an amount established by the Secretary on the basis of reasonble charges in the 
locality for maintenance and servicing."; and 
 
(F) by adding at the end the following new subparagraph: 
 
"(C) Replacement of items. -- 
 
"(i) Establishment of reasonable useful lifetime. -- In accordance with clause (iii), the 
Secretary shall determine and establish a reasonable useful lifetime for items of durable 
medical equipment for which payment may be made under this paragraph or paragraph 
(3). 
 
"(ii) Payment for replacement items. -- If the reasonable lifetime of such an item, as so 
established, has been reached during a continuous period of medical need, or the carrier 
determines that the item is lost or irreparably damaged, the patient may elect to have 
payment for an item serving as a replacement for such item made -- 
 
"(I) on a monthly basis for the rental of the replacement item in accordance with 
subparagraph (A); or 
 
"(II) in the case of an item for which a purchase agreement has been entered into under 
subparagraph (A)(ii), in a lump-sum amount for the purchase of the item. 
 
"(iii) Length of reasonable useful lifetime. -- The reasonable useful lifetime of an item of 
durable medical equipment under this subparagraph shall be equal to 5 years, except that, 
if the Secretary determines that, on the basis of prior experience in making payments for 
such an item under this title, a reasonable useful lifetime of 5 years is not appropriate 
with respect to a particular item, the Secretary shall establish an alternative reasonable 
lifetime for such item.". 
 
(4) Application of reasonable useful lifetime for items requiring frequent and substantial 
servicing. -- Section 1834(a)(3) of such Act (42 U.S.C. 1395m(a)(3)), as amended by 
subsection (b)(1), is further amended by adding at the end the following new 
subparagraph:  
 
"(D) Replacement of items. -- If the reasonable useful lifetime of such an item, as 
established under paragraph (7)(C), has been reached during a continuous period of 
medical need, or the Secretary determines on the basis of investigation by the carrier that 
the item is lost or irreparably damaged, payment for an item serving as a replacement for 



such item shall be made on a monthly basis for the rental of the replacement item in 
accordance with subparagraph (A).". 
 
(5) Treatment of power-driven wheelchairs as miscellaneous items of durable medical 
equipment. -- 
 
(A) In general. -- Section 1834(a)(2)(A) of such Act (42 U.S.C. 1395m(a)(2)(A)) is 
amended -- 
 
(i) in clause (i), by inserting "or" at the end; 
 
(ii) in clause (ii), by striking "or" at the end; and 
 
(iii) by striking clause (iii). 
 
(B) Criteria for treatment of wheelchair as customized item. -- (i) Section 1834(a)(4) of 
such Act (42 U.S.C. 1395m(a)(4)) is amended by adding at the end the following: "In the 
case of a wheelchair furnished on or after January 1, 1992, the wheelchair shall be treated 
as a customized item for purposes of this paragraph if the wheelchair has been measured, 
fitted, or adapted in consideration of the patient's body size, disability, period of need, or 
intended use, and has been assembled by a supplier or ordered from a manufacturer who 
makes available customized features, modifications, or components for wheelchairs that 
are intended for an individual patient's use in accordance with instructions from the 
patient's physician.". 
 
(ii) The amendment made by clause (i) shall apply to items furnished on or after January 
1, 1992, unless the Secretary develops specific criteria before that date for the treatment 
of wheelchairs as customized items for purposes of section 1834(a)(4) of the Social 
Security Act (in which case the amendment made by such clause shall not become 
effective). 
 
(d) Recertification for Certain Patients Receiving Home Oxygen Therapy Services. -- 
 
(1) In general. -- Section 1834(a)(5) of such Act (42 U.S.C. 1395m(a)(5)) is amended -- 
 
(A) in subparagraph (A), by striking "(B) and (C)" and inserting "(B), (C), and (E)"; and 
 
(B) by adding at the end the following new subparagraph: 
 
"(E) Recertification for patients receiving home oxygen therapy. -- No payment may be 
made under this part for home oxygen therapy services provided after the expiration of 
the 3-month period that begins on the date the patient first receives such services unless, 
in accordance with criteria developed by the Secretary in consultation with suppliers of 
such services, the patient's attending physician certifies that, on the basis of a follow-up 
test of the patient's arterial blood gas value or arterial oxygen saturation conducted during 
the [*H10231] final 15 days of such 3-month period, there is a medical need for the 



patient to continue to receive such services. The Secretary shall permit suppliers of home 
oxygen therapy services to manage such follow-up testing process.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to patients who 
first receive home oxygen therapy services on or after January 1, 1991. 
 
(e) Updates in Fee Schedules. -- Section 1834(a)(14) of such Act, as added by subsection 
(b)(4), is amended by striking "to a year," and all that follows and inserting the following: 
"to a year – 
 
"(A) for 1991 and 1992, a reduction of 1 percent; and 
 
"(B) for a subsequent year, the percentage increase in the consumer price index for all 
urban consumers (U.S. city average) for the 12-month period ending with June of the 
previous year.". 
 
(f) Freeze in Reasonable Charges for Enteral and Parenteral Nutrients, Supplies, and 
Equipment During 1991. -- In determining the amount of payment under part B of title 
XVIII of the Social Security Act for enteral and parenteral nutrients, supplies, and 
equipment furnished during 1991, the charges determined to be reasonable with respect 
to such nutrients, supplies, and equipment may not exceed the charges determined to be 
reasonable with respect to such items for 1990. 
 
(g) Payments for Prosthetic Devices and Orthotics and Prosthetics. -- 
 
(1) Maintaining current payment methodology. -- Section 1834 of the Social Security Act 
(42 U.S.C. 1395m) is amended by adding at the end the following new subsection: 
 
"(h) Payment for Prosthetic Devices and Orthotics and Prosthetics. -- 
 
"(1) General rule for payment. -- 
 
"(A) In general. -- Payment under this subsection for prosthetic devices and orthotics and 
prosthetics shall be made in a lump-sum amount for the purchase of the item in an 
amount equal to 80 percent of the payment basis described in subparagraph (B). 
 
"(B) Payment basis. -- Except as provided in subparagraph (C), the payment basis 
described in this subparagraph is the lesser of -- 
 
"(i) the actual charge for the item; or 
 
"(ii) the amount recognized under paragraph (2) as the purchase price for the item. 
 
"(C) Exception for certain public home health agencies. -- Subparagraph (B)(i) shall not 
apply to an item furnished by a public home health agency (or by another home health 



agency which demonstrates to the satsifaction of the Secretary that a significant portion 
of its patients are low income) free of charge or at nominal charges to the public. 
 
"(D) Exclusive payment rule. -- This subsection shall constitute the exclusive provision 
of this title for payment for prosthetic devices, orthotics, and prosthetics under this part or 
under part A to a home health agency. 
 
"(2) Purchase price recognized. -- For purposes of paragraph (1), the amount that is 
recognized under this paragraph as the purchase price for prosthetic devices, orthotics, 
and prosthetics is the amount described in subparagraph (C) of this paragraph, 
determined as follows: 
 
"(A) Computation of local purchase price. -- Each carrier under section 1842 shall 
compute a base local purchase price for the item as follows: 
 
"(i) The carrier shall compute a base local purchase price for each item equal to the 
average reasonable charge in the locality for the purchase of the item for the 12-month 
period ending with June 1987. 
 
"(ii) The carrier shall compute a local purchase price, with respect to the furnishing of 
each particular item -- 
 
"(I) in 1989 and 1990, equal to the base local purchase price computed under clause (i) 
increased by the percentage increase in the consumer price index for all urban consumers 
(United States city average) for the 6-month period ending with December 1987, or 
 
"(II) in 1991, 1992 or 1993, equal to the local purchase price computed under this clause 
for the previous year increased by the applicable percentage increase for the year. 
 
"(B) Computation of regional purchase price. -- With respect to the furnishing of a 
particular item in each region (as defined by the Secretary), the Secretary shall compute a 
regional purchase price – 
 
"(i) for 1992 and for 1993, equal to the average (weighted by relative volume of all 
claims among carriers) of the local purchase prices for the carriers in the region computed 
under subparagraph (A)(ii)(II) for the year, and 
 
"(ii) for each subsequent year, equal to the regional purchase price computed under this 
subparagraph for the previous year increased by the applicable percentage increase for 
the year. 
 
"(C) Purchase price recognized. -- For purposes of paragraph (1) and subject to 
subparagraph (D), the amount that is recognized under this paragraph as the purchase 
price for each item furnished – 
 



"(i) in 1989, 1990, or 1991, is 100 percent of the local purchase price computed under 
subparagraph (A)(ii)(I); 
 
"(ii) in 1992, is the sum of (I) 75 percent of the local purchase price computed under 
subparagraph (A)(ii)(II) for 1991, and (II) 25 percent of the regional purchase price 
computed under subparagraph (B) for 1991; 
 
"(iii) in 1993, is the sum of (I) 50 percent of the local purchase price computed under 
subparagraph (A)(ii)(II) for 1992, and (II) 50 percent of the regional purchase price 
computed under subparagraph (B) for 1992; and 
 
"(iv) in 1994 or a subsequent year, is the regional purchase price computed under 
subparagraph (B) for that year. 
 
"(D) Range on amount recognized. -- The amount that is recognized under subparagraph 
(C) as the purchase price for an item furnished -- 
 
"(i) in 1991, may not exceed 125 percent, and may not be lower than 85 percent, of the 
average of the purchase prices recognized under such subparagraph for all the carrier 
service areas in the United States in that year; and 
 
"(ii) in a subsequent year, may not exceed 120 percent, and may not be lower than 90 
percent, of the average of the purchase prices recognized under such subparagraph for all 
the carrier service areas in the United States in that year. 
 
"(3) Applicability of certain provisions relating to durable medical equipment. – 
Subparagraphs (A) and (B) of paragraph (10) and paragraph (11) of subsection (a) shall 
apply to prosthetic devices, orthotics, and prosthetics in the same manner as such 
provisions apply to covered items under such subsection. 
 
"(4) Definitions. -- In this subsection -- 
 
"(A) the term 'applicable percentage increase' means -- 
 
"(i) for 1991, 0 percent, and 
 
"(ii) for a subsequent year, the percentage increase in the consumer price index for all 
urban consumers (United States city average) for the 12-month period ending with June 
of the previous year; 
 
"(B) the term 'prosthetic devices' has the meaning given such term in section 1861(s)(8), 
except that such term does not include parenteral and enteral nutrition nutrients, supplies, 
and equipment; and 
 
"(C) the term 'orthotics and prosthetics' has the meaning given such term in section 
1861(s)(9).". 



(2) Conforming Amendments. -- (A) Section 1832(a)(2) of such Act (42 U.S.C. 
1395k(a)(2)) is amended – 
 
(i) in subparagraphs (A) and (B), by striking "subparagraph (G)" each place it appears 
and inserting "subparagraph (G) or subparagraph (I)"; 
 
(ii) by striking "and" at the end of subparagraph (G); 
 
(iii) by striking the period at the end of subparagraph (H) and inserting "; and"; and 
 
(D) by adding at the end the following new subparagraph: 
 
"(I) prosthetic devices and orthotics and prosthetics (described in section 1834(h)(4)) 
furnished by a provider of services or by others under arrangements with them made by a 
provider of services.". 
 
(B) Section 1833(a)(1) of such Act (42 U.S.C. 1395l(a)(1) is amended -- 
 
(i) by striking ", and (L)" and inserting ", (L)"; and 
 
(ii) by striking "subparagraph and (N)" and inserting the following: "subparagraph, (M) 
with respect to prosthetic devices and orthotics and prosthetics (as defined in section 
1834(h)(4)), the amounts paid shall be the amounts described in section 1834(h)(1), and 
(N)". 
 
(C) Section 1833(a) of such Act (42 U.S.C. 1395l(a)) is amended -- 
 
(i) in paragraph (2), in the matter before subparagraph (A), by striking "and (H)" and 
inserting "(H), and (I)"; 
 
(ii) by striking "and" at the end of paragraph (5); 
 
(iii) by striking the period at the end of paragraph (6) and inserting "; and"; and 
 
(iv) by adding at the end the following new paragraph: 
 
"(7) in the case of prosthetic devices and orthotics and prosthetics (as described in section 
1834(h)(4)), the amounts described in section 1834(h).". 
 
(D) Section 1834(a) of such Act (42 U.S.C. 1395m(a)), is amended -- 
 
(i) in the heading, by striking ", Prosthetic Devices, Orthotics, and Prosthetics"; 
 
(ii) in paragraph (a)(2)(A), by striking "(13)(A)" and inserting "(13)"; and 
 



(iii) in paragraph (13), by striking "means -- " and all that follows and inserting the 
following: "means durable medical equipment (as defined in section 1861(n)), including 
such equipment described in section 1861(m)(5)), but does not include intraocular lenses 
or medical supplies (including catheters, catheter supplies, ostomy bags, and supplies 
related to ostomy care) furnished by a home health agency under section 1861(m)(5).". 
 
(3) GAO study of medicare payments for prosthetic devices, orthotics, and prosthetics. -- 
 
(A) Study. -- The Comptroller General shall conduct a study of payments for prosthetic 
devices, orthotics, and prosthetics under the medicare program. In conducting such study, 
the Comptroller General shall examine the effect of the development and implementation 
of the fee schedules established for such items under the program on payments for such 
items under the program to orthotists and prosthetists. 
 
(B) Report. -- Not later than 18 months after the date of the enactment of this Act, the 
Comptroller General shall submit a report on the study conducted under subparagraph  
(A) to the Committees on Energy and Commerce and Ways and Means of the House of 
Reresentatives and the Committee [*H10232] on Finance of the Senate, and shall include 
in such report any recommendations regarding payments for prosthetic devices, orthotics, 
and prosthetics under the medicare program that the Comptroller General considers 
appropriate. 
 
(h) Effective Date. -- Except as otherwise provided in subsection (a)(2) and (a)(3), the 
amendments made by this section shall apply to items furnished on or after January 1, 
1991. 
 
SEC. 12113. PAYMENTS FOR CLINICAL DIAGNOSTIC LABORATORY TESTS. 
 
(a) Cap on Annual Fee Schedule Increases. -- Section 1833(h)(2)(A)(ii) of the Social 
Security Act (42 U.S.C. 1395l(h)(2)(A)(ii)) is amended -- 
 
(1) by striking "any other provision of this subsection" and inserting "clause (i)"; 
 
(2) by striking "and" at the end of subclause (I); 
 
(3) by striking the period at the end of subclause (II) and inserting ", and"; and 
 
(4) by adding at the end the following new subclause: 
 
"(III) the Secretary shall reduce the annual adjustment in the fee schedules determined 
under clause (i) for each of the years 1991, 1992, and 1993 by 2 percent.". 
 
(b) Reduction in National Cap. -- 
 
(1) In general. -- Section 1833(h)(4)(B) of such Act (42 U.S.C. 1395l(h)(4)(B)) is 
amended -- 



 
(A) by striking "and" at the end of clause (ii); 
 
(B) in clause (iii), by inserting "and before January 1, 1991," after "1989,"; 
 
(C) by striking the period at the end of clause (iii) and inserting ", and"; and 
 
(D) by adding at the end the following new clause: 
 
"(iv) after December 31, 1990, is equal to 88 percent of the median of all the fee 
schedules established for that test for that laboratory setting under paragraph (1).". 
 
(2) Clarification of assignment for tests performed by a physician office laboratory. -- 
 
(A) In general. -- (i) Section 1833(h)(5)(C) of such Act (42 U.S.C. 1395l(h)(5)(C)) is 
amended by striking "test performed by a laboratory other than a rural health clinic" and 
inserting "test, including a test performed in a physician's office but excluding a test 
performed by a rural health clinic,". 
 
(ii) Section 1833(h)(5)(D) of such Act (42 U.S.C. 1395l(h)(5)(D)) is amended by striking 
"test performed by a laboratory, other than a rural health clinic," and inserting "test, 
including a test performed in a physician's office but excluding a test performed by a 
rural health clinic,". 
 
(B) Effective dates. -- The amendment made by subparagraph (A)(i) shall take effect as if 
included in the enactment of section 9303(b)(3) of the Consolidated Omnibus Budget 
Reconciliation Act of 1985, and the amendment made by subparagraph (A)(ii) shall take 
effect as if included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
 
SEC. 12114. REDUCTION IN PAYMENTS UNDER PART B DURING FINAL 2 
MONTHS OF 1990. 
 
(a) In General. -- Notwithstanding any other provision of law (including any other 
provision of this Act, other than subsection (b)(4)), payments under part B of title XVIII 
of the Social Security Act for items and services furnished during the period beginning on 
November 1, 1990, and ending on December 31, 1990, shall be reduced by 1.4 percent, in 
accordance with subsection (b). 
 
(b) Special Rules for Application of Reduction. -- 
 
(1) Payment on the basis of cost reporting periods. -- In the case in which payment for 
services of a provider of services is made under part B of such title on a basis relating to 
the reasonable cost incurred for the services during a cost reporting period of the 
provider, the reduction made under subsection (a) shall be applied to payment for costs 
for such services incurred at any time during each cost reporting period of the provider 
any part of which occurs during the period described in such subsection, but only in the 



same proportion as the fraction of the cost reporting period that occurs during such 
period. 
 
(2) No increase in beneficiary charges in assignment-related cases. -- If a reduction in 
payment amounts is made under subsection (a) for items or services for which payment 
under part B of such title is made on the basis of an assignment described in section 
1842(b)(3)(B)(ii), in accordance with section 1842(b)(6)(B), or under the procedure 
described in section 1870(f)(1), of the Social Security Act, the person furnishing the 
items or services shall be considered to have accepted payment of the reasonable charge 
for the items or services, less any reduction in payment amount made under subsection 
(a), as payment in full. 
 
(3) No effect on computation of aapcc. -- In computing the adjusted average per capita 
cost for purposes of section 1876(a)(4) of the Social Security Act, the Secretary of Health 
and Human Services shall not take into account any reductions in payment amounts 
which have been or may be effected under subsection (a). 
 
(4) Treatment of payments to health maintenance organizations. -- Subsection (a) shall 
not apply to payments under risk-sharing contracts under section 1876 of the Social 
Security Act or under similar contracts under section 402 of the Social Security 
Amendments of 1967 or section 222 of the Social Security Amendments of 1972. 
 
Subtitle C -- Provisions Relating to Medicare Parts A and B 
 
SEC. 12201. END STAGE RENAL DISEASE SERVICES. 
 
(a) In General. -- 
(1) Section 1881(b)(11) of the Social Security Act (42 U.S.C. 1395rr(b)) is amended -- 
 
(A) by striking "(11)" and inserting "(11)(A)"; and 
 
(B) by adding at the end the following new subparagraph: 
 
"(B) Erythropoietin, when provided to a patient determined to have end stage renal 
disease, shall not be included as a dialysis service for purposes of payment under any 
prospective payment amount or comprehensive fee established under this section, and 
payment for such item shall be made separately -- 
 
"(i) in the case of erythropoietin provided by a physician, in accordance with section 
1833; and 
 
"(ii) in the case of erythropoietin provided by a provider of services, renal dialysis 
facility, or other supplier of home dialysis supplies and equipment -- 
 
"(I) for erythropoietin provided during 1991, in an amount not to exceed $11 per 
thousand units, except that the total payment for erythropoietin under this clause may not 



exceed $70, and "(II) for erythropoietin provided during a subsequent year, in an amount 
equal to the amount determined under this clause for the previous year increased by the 
percentage increase (if any) in the implicit price deflator for gross national product (as 
published by the Department of Commerce) for the second quarter of the preceding year 
over the implicit price deflator for the second quarter of the second preceding year.". 
 
(2) Section 9335(a)(1) of the Omnibus Budget Reconciliation Act of 1986, as amended 
by section 6203(a)(1)(A) of the Omnibus Budget Reconciliation Act of 1989, is amended 
– 
 
(A) by striking "and before October 1, 1990" and inserting "and before January 1, 1996"; 
 
(B) by striking "equal to" and inserting "not less than"; and 
 
(C) by striking "$2.00." and inserting "$2.00 and increased by the amount of the 
reduction made in such rate pursuant to section 6101 of the Omnibus Budget 
Reconciliation Act of 1989.". 
 
(b) Effective Dates. -- (1) The amendments made by subsection (a)(1) shall apply to 
erythropoietin furnished to end stage renal disease patients on or after January 1, 1991. 
 
(2) The amendment made by subsection (a)(2) shall take effect as if included in the 
enactment of the Omnibus Budget Reconciliation Act of 1986. 
 
SEC. 12202. EXTENSION OF SECONDARY PAYOR PROVISIONS. 
 
(a) Identification of Medicare Secondary Payor Situations. -- 
 
(1) Section 1862(b)(5)(C)(iii) of the Social Security Act (42 U.S.C. 1395y(b)(5)(C)(iii)) 
is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
 
(2) Section 6103(l)(12)(F) of the Internal Revenue Code of 1986 is amended -- 
 
(A) in clause (i), by striking "September 30, 1991" and inserting "September 30, 1995"; 
 
(B) in clause (ii)(I), by striking "1990" and inserting "1994"; and 
 
(C) in clause (ii)(II), by striking "1991" and inserting "1995". 
 
(b) Medicare Secondary Payor for the Disabled. -- Section 1862(b)(1)(B)(iii) of such Act 
(42 U.S.C. 1395y(b)(1)(B)(iii)) is amended by striking "January 1, 1992" and inserting 
"October 1, 1995". 
 
(c) Effective Date. -- The amendments made by this subsection shall take effect on the 
date of the enactment and the amendment made by subsection (a)(2)(B) shall apply to 
requests made on or after such date. 



 
Subtitle D -- Provisions Relating to Medicare Part B Premium and Deductible 
 
SEC. 12301. PART B PREMIUM. 
 
Section 1839(e)(1) of the Social Security Act (42 U.S.C. 1395r(e)(1)) is amended -- 
 
(1) by inserting "(A)" after "(e)(1)", and 
 
(2) by adding at the end the following new subparagraph: 
 
"(B) Notwithstanding the provisions of subsection (a), the monthly premium for each 
individual enrolled under this part for each month in -- 
 
"(i) 1991 shall be $32.40, 
 
"(ii) 1992 shall be $36.00, 
 
"(iii) 1993 shall be $40.50, 
 
"(iv) 1994 shall be $44.00, and 
 
"(v) 1995 shall be $46.50.". 
 
SEC. 12302. PART B DEDUCTIBLE. 
 
Section 1833(b) of the Social Security Act (42 U.S.C. 1395l) is amended by inserting 
after "$75" the following: "for calendar years before 1991, $100 for 1991, and $125 for 
years after 1991". 
 
Subtitle E -- User Fees 
 
SEC. 12401. 4-YEAR EXTENSION OF CUSTOMS USER FEES. 
 
Paragraph (3) of section 13031(j) of the Consolidated Omnibus Budget Reconciliation 
Act of 1985 (19 U.S.C. 58c(j)(3)) is amended by striking out "1991" and inserting 
"1995". 
 
SEC. 12402. 5-YEAR EXTENSION OF INTERNAL REVENUE SERVICE USER 
FEES. 
 
Subsection (c) of section 10511 of the Revenue Act of 1987 (relating to fees for requests 
for ruling, determination, and similar letters) [*H10233] is amended by adding at the end 
thereof the following new sentence: "Subsection (a) shall also apply with respect to 
requests made after September 30, 1990, and before October 1, 1995". 
 



SEC. 12403. INCREASE IN PBGC PREMIUM RATES. 
 
(a) Increase in Basic Premium. -- 
 
(1) In general. -- Clause (i) of section 4006(a)(3)(A) of the Employee Retirement Income 
Security Act of 1974 (29 U.S.C. 1306(a)(3)(A)) is amended by striking "for plan years 
beginning after December 31, 1987, an amount equal to the sum of $16" and inserting 
"for plan years beginning after December 31, 1990, an amount equal to the sum of $19". 
 
(2) Conforming amendment. -- Section 4006(c)(1)(A) of such Act (29 U.S.C. 
1306(c)(1)(A)) is amended by adding at the end thereof the following new clause: 
 
"(iv) with respect to each plan year beginning after December 31, 1987, and before 
January 1, 1991, an amount equal to $16 for each individual who was a participant in 
such plan during the plan year, and". 
 
(b) Increase in Additional Premium. -- Section 4006(a)(3)(E) of such Act (29 U.S.C. 
1306(a)(3)(E)) is amended -- 
 
(1) by striking "$6.00" in clause (ii) and inserting "$9.00", and 
 
(2) by striking "$34" in clause (iv)(I) and inserting "$53". 
 
(c) Effective Date. -- The amendments made by this section shall apply to plan years 
beginning after December 31, 1990. 
 
SEC. 12404. RECOVERY OF OASDI OVERPAYMENTS BY MEANS OF 
REDUCTION IN TAX REFUNDS. 
 
(a) Additional Method of Recovery. -- Section 204(a)(1)(A) of the Social Security Act 
(42 U.S.C. 404(a)(1)(A)) is amended by inserting after "payments to such overpaid 
person," the following: "or shall obtain recovery by means of reduction in tax refunds 
based on notice to the Secretary of the Treasury as permitted under section 3720A of title 
31, United States Code,". 
 
(b) Recovery by Means of Reduction in Tax Refunds. -- Section 3720A of title 31, 
United States Code (relating to collection of debts owed to Federal agencies) is amended 
– 
 
(1) in subsection (a), by striking "OASDI overpayment and"; 
 
(2) by redesignating subsection (f) as subsection (g); and 
 
(3) by inserting the following new subsection after subsection (e): 
 



"(f)(1) Subsection (a) shall apply with respect to an OASDI overpayment made to any 
individual only if such individual is not currently entitled to monthly insurance benefits 
under title II of the Social Security Act. 
 
"(2)(A) The requirements of subsection (b) shall not be treated as met in the case of the 
recovery of an OASDI overpayment from any individual under this section unless the 
notification under subsection (b)(1) describes the conditions under which the Secretary of 
Health and Human Services is required to waive recovery of an overpayment, as provided 
under section 204(b) of the Social Security Act. 
 
"(B) In any case in which an individual files for a waiver under section 204(b) within the 
60-day period referred to in subsection (b)(2), the Secretary of Health and Human 
Services shall not certify to the Secretary of the Treasury that the debt is valid under 
subsection (b)(4) before rendering a decision on the waiver request under section 204(b). 
 
"(3) In lieu of payment, pursuant to subsection (c), to the Secretary of Health and Human 
Services of the amount of any reduction under this subsection based on an OASDI 
overpayment, the Secretary of the Treasury shall deposit such amount in the Federal Old-
Age and Survivors Insurance Trust Fund or the Federal Disability Insurance Trust Fund, 
whichever is certified to the Secretary of the Treasury as appropriate by the Secretary of 
Health and Human Services.". 
 
(c) Internal Revenue Code Provisions. -- 
 
(1) In general. -- Subsection (d) of section 6402 of the Internal Revenue Code of 1986 
(relating to collection of debts owed to Federal agencies) is amended -- 
 
(A) in paragraph (1), by striking "any OASDI overpayment and"; and 
 
(B) by striking paragraph (3) and inserting the following new paragraph: 
 
"(3) Treatment of oasdi overpayments. -- 
 
"(A) Requirements. -- Paragraph (1) shall apply with respect to an OASDI overpayment 
only if the requirements of paragraphs (1) and (2) of section 3720A(f) of title 31, United 
States Code, are met with respect to such overpayment. 
 
"(B) Notice; protection of other persons filing joint return. -- 
 
"(i) Notice. -- In the case of a debt consisting of an OASDI overpayment, if the Secretary 
determines upon receipt of the notice referred to in paragraph (1) that the refund from 
which the reduction described in paragraph (1)(A) would be made is based upon a joint 
return, the Secretary shall -- 
 
"(I) notify each taxpayer filing such joint return that the reduction is being made from a 
refund based upon such return, and 



 
"(II) include in such notification a description of the procedures to be followed, in the 
case of a joint return, to protect the share of the refund which may be payable to another 
person. 
 
"(ii) Adjustments based on protections given to other taxpayers on joint return. -- If the 
other person filing a joint return with the person owing the OASDI overpayment takes 
appropriate action to secure his or her proper share of the refund subject to reduction 
under this subsection, the Secretary shall pay such share to such other person. The 
Secretary shall deduct the amount of such payment from amounts which are derived from 
subsequent reductions in refunds under this subsection and are payable to a trust fund 
referred to in subparagraph (C). 
 
"(C) Deposit of amount of reduction into appropriate trust fund. -- In lieu of payment, 
pursuant to paragraph (1)(B), of the amount of any reduction under this subsection to the 
Secretary of Health and Human Services, the Secretary shall deposit such amount in the 
Federal Old-Age and Survivors Insurance Trust Fund or the Federal Disability Insurance 
Trust Fund, whichever is certified to the Secretary as appropriate by the Secretary of 
Health and Human Services. 
 
"(D) OASDI overpayment. -- For purposes of this paragraph, the term 'OASDI 
overpayment' means any overpayment of benefits made to an individual under title II of 
the Social Security Act.". 
 
(2) Preservation of remedies. -- Subsection (e) of section 6402 of such Code (relating to 
review of reductions) is amended in the last sentence by inserting before the period the 
following: "or any such action against the Secretary of Health and Human Services which 
is otherwise available with respect to recoveries of overpayments of benefits under 
section 204 of the Social Security Act". 
 
(d) Effective Date. -- The amendments made by this section -- 
 
(1) shall take effect January 1, 1991, and 
 
(2) shall not apply to refunds to which the amendments made by section 2653 of the 
Deficit Reduction Act of 1984 (98 Stat. 1153) do not apply. 
 
Subtitle F -- Government-Sponsored Enterprises 
 
SEC. 12501. FINANCIAL SAFETY AND SOUNDNESS OF GOVERNMENT-
SPONSORED ENTERPRISES AND GOVERNMENT CORPORATIONS. 
 
(a) In General. -- Chapter 31 of title 31, United States Code (relating to the public debt), 
is amended by adding at the end the following new subchapter: 
 



"SUBCHAPTER III -- FINANCIAL SAFETY AND SOUNDNESS OF 
GOVERNMENT-SPONSORED ENTERPRISES AND GOVERNMENT 
CORPORATIONS 
 
"§ 3141. Annual study of relationship between public debt and activities of Government 
sponsored enterprises 
 
"(a) Annual Study. -- 
 
"(1) General requirement. -- In order to better manage the bonded indebtedness of the 
United States, the Secretary shall annually conduct a study to assess the financial safety 
and soundness of the activities of all Government-sponsored enterprises and the impact of 
their operations on Federal borrowing. Each such study shall include an analysis of -- 
 
"(A) the financial safety and soundness of the activities of each Government-sponsored 
enterprise; and 
 
"(B) the risk of financial exposure to the Federal Government posed by each Government 
sponsored enterprise. 
 
"(2) Assessment of risk. -- For purposes of paragraph (1)(B), the Secretary shall (to the 
extent practicable) quantify the risks associated with each Government-sponsored 
enterprise. In quantifying such risks, the Secretary shall (to the extent practicable) 
determine the volume and type of securities outstanding which are issued or guaranteed 
by each Government-sponsored enterprise, the capitalization of each Government-
sponsored enterprise, and the degree of risk involved in the operations of each 
Government-sponsored enterprise due to factors such as credit risk, interest rate risk, 
management and operations risk, and business risk. The Secretary shall also report on the 
quality and timeliness of information currently available to the public and the Federal 
Government concerning the extent and nature of the activities of Government sponsored 
enterprises and the financial risk associated with such activities. 
 
"(b) Access to Relevant Information. -- 
 
"(1) Information from gse's. -- Each Government-sponsored enterprise shall provide full 
and prompt access to the Secretary to its books and records, and shall promptly provide 
any other information requested by the Secretary. 
 
"(2) Information from supervisory agencies. -- In conducting the studies under this 
section, the Secretary may request information from, or the assistance of, any Federal 
department or agency authorized by law to supervise the activities of any Government-
sponsored enterprise. 
 
"(3) Confidentiality of information. -- 
 



"(A) In general. -- The Secretary shall determine and maintain the confidentiality of any 
book, record, or information made available under this subsection in a manner generally 
consistent with the level of confidentiality established for the material by the 
Government-sponsored enterprise involved. 
 
"(B) Exemption from public disclosure requirements. -- The Department of the Treasury 
shall be exempt from section 552 of title 5 with respect to any book, record, or 
information made available under this subsection and determined by the Secretary to be 
confidential under subparagraph (A). [*H10234] Such exemption shall continue to apply 
to any such book, record, or information provided to a nationally recognized rating 
organization or another Federal agency pursuant to subsection (c). 
 
"(C) Penalty for unauthorized disclosure. -- Any officer or employee of the Department 
of the Treasury shall be subject to the penalties set forth in section 1906 of title 18, if -- 
 
"(i) by virtue of official position or employment, such officer or employee has possession 
of or access to any book, record, or information made available under this subsection and 
determined by the Secretary to be confidential under subparagraph (A); and 
 
"(ii) such officer or employee discloses the material in any manner other than -- 
 
"(I) to an officer or employee of the Department of the Treasury; or 
 
"(II) pursuant to the exceptions set forth in such section 1906. 
 
"(c) Other Information Regarding GSE's. -- 
 
"(1) In general. -- The Secretary may provide any information made available to the 
Secretary under this section to any nationally recognized statistical rating organization 
and any Federal agency, in order to facilitate the preparation of any study or report by the 
Secretary under this section. 
 
"(2) Confidentiality. -- If any information determined by the Secretary to be confidential 
under subsection (b)(3)(A) is provided to an organization or agency under this 
subsection, such organization or agency (and its officers and employees) shall be subject 
to the penalties set forth in subsection (b)(3)(C) for unauthorized disclosure of such 
information. 
 
"(d) Reports to Congress. -- The Secretary shall submit to the Congress, by March 15 of 
1991 and each succeeding year, a report setting forth the results of the most recent annual 
study conducted under this section. 
 
"(e) Definitions. -- For purposes of this section -- 
 
"(1) Government-sponsored enterprise. -- The term 'Government-sponsored enterprise' 
means – 



"(A) the Federal National Mortgage Association, the Federal Home Loan Mortgage 
Corporation, the Federal Home Loan Bank System, the Farm Credit Banks, the Banks for 
Cooperatives, the Federal Agricultural Mortgage Corporation, the Student Loan 
Marketing Association, the College Construction Loan Insurance Association, and any of 
their affiliated or member institutions; and 
 
"(B) any other Government-sponsored enterprise, as designated by the Secretary. 
 
"(2) Secretary. -- The term 'Secretary' means the Secretary of the Treasury (or the 
delegate of the Secretary). 
 
"§ 3142. Limitation on obligations of certain newly established Federal entities 
 
"(a) In General. -- Notwithstanding any other provision of law, on or after October 10, 
1990, any specified Federal entity -- 
 
"(1) may not borrow any amount from the Treasury (including the Federal Financing 
Bank), except in amounts specifically authorized in law; and 
 
"(2) except as permitted in paragraph (1), may not -- 
 
"(A) issue any obligation or otherwise borrow any amount; 
 
"(B) guarantee any obligation; or 
 
"(C) incur any direct or contingent liability to pay any amount with respect to an 
obligation. 
 
"(b) Specified Federal Entity. -- For purposes of this section, the term 'specified Federal 
entity' means any corporation owned in whole or part by the Federal Government, or any 
privately owned Government-sponsored entity, which is established pursuant to any law 
enacted on or after October 10, 1990. 
 
"(c) Exception. -- Subsection (a) shall not apply to any authority approved in advance in 
appropriation Acts." 
 
(b) Clerical Amendment. -- The table of sections for chapter 31 of title 31, United States 
Code, is amended by adding at the end the following new items: 
"SUBCHAPTER III -- FINANCIAL 
SAFETY AND SOUNDNESS OF 
GOVERNMENT-SPONSORED ENTERPRISES 
AND GOVERNMENT CORPORATIONS 
"3141. Annual study of 
relationship between public debt 
and activities of 
Government-sponsored enterprises. 



"3142. Limitation on obligations 
of certain newly established 
Federal entities." 
 
SEC. 12502. CONGRESSIONAL BUDGET OFFICE STUDY. 
(a) In General. -- The Director of the Congressional Budget Office shall prepare a report 
setting forth – 
 
(1) the perspective of the Director on the types of risks that each Government-sponsored 
enterprise assumes, ways in which the Congress can improve its understanding of such 
risks, and the risks to the Federal budget posed by Government-sponsored enterprises, 
 
(2) an evaluation of the adequacy of the current supervision and regulation of 
Government sponsored enterprises with respect to risk management, and 
 
(3) proposed alternative models for oversight of Government-sponsored enterprises, with 
particular emphasis on the costs and benefits of each alternative to the Federal 
Government and to the beneficiaries of the activities of the Government-sponsored 
enterprises. 
 
(b) Deadline. -- The report required by subsection (a) shall be submitted to the Congress 
not later than March 15, 1991. 
 
(c) Definition. -- For purposes of this section, the term "Government-sponsored 
enterprise" has the meaning given such term by section 3141 of title 31, United States 
Code. 
 
Subtitle G -- Public Debt Limit 
 
SEC. 12601. INCREASE IN PUBLIC DEBT LIMIT. 
 
Subsection (b) of section 3101 of title 31, United States Code, is amended by striking the 
dollar limitation contained in such subsection and inserting "$4,500,000,000,000 
($5,000,000,000,000 after September 30, 1993)". 
 
TITLE XIII -- COMMITTEE ON WAYS AND MEANS: REVENUE PROVISIONS 
 
SEC. 13001. 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 to be made to a section or 
other provision of the Internal Revenue Code of 1986. 
 



(c) Table of Contents. -- 
 
TITLE XIII -- COMMITTEE ON WAYS AND MEANS: REVENUE PROVISIONS 
 
Sec.13001.Short title, etc. 
 
Subtitle A -- Increase in Earned Income Tax Credit 
 
Sec.13101.Increase in earned income tax credit. 
 
Subtitle B -- Excise Taxes 
 
Part I -- Taxes Related to Health and the Environment 
 
Sec.13201.Increase in excise taxes on distilled spirits, wine, and beer. 
 
Sec.13202.Increase in excise taxes on tobacco products. 
 
Sec.13203.Additional chemicals subject to tax on ozone-depleting chemicals. 
 
Part II -- User-Related Taxes 
 
Sec.13211.Increase and extension of highway-related taxes and trust fund. 
 
Sec.13212.Increase and extension of aviation-related taxes and trust fund; repeal of  
reduction in rates. 
 
Sec.13213.Increase in harbor maintenance tax. 
 
Sec.13214.Extension of Leaking Underground Storage Tank Trust Fund taxes. 
 
Sec.13215.Increase in inland waterway fuel use tax. 
 
Sec.13216.Floor stocks tax treatment of articles in foreign trade zones. 
 
Part III -- Taxes on Luxury Items 
 
Sec.13221.Taxes on Luxury Items. 
 
Part IV -- Tax on Refined Petroleum Products 
 
Sec.13231.Tax on refined petroleum products. 
 
Subtitle C -- Other Revenue Increases 
 
Part I -- Insurance Provisions 



SUBPART A -- PROVISIONS RELATED 
TO POLICY ACQUISITION COSTS 
Sec.13301.Capitalization of 
policy acquisition expenses. 
Sec.13302.Treatment of nonlife 
reserves of life insurance 
companies. 
Sec.13303.Treatment of life 
insurance reserves of insurance 
companies which are not life 
insurance companies. 
SUBPART B -- TREATMENT OF SALVAGE 
RECOVERABLE 
Sec.13305.Treatment of salvage 
recoverable. 
SUBPART C -- WAIVER OF ESTIMATED 
TAX PENALTIES 
Sec.13307.Waiver of estimated tax 
penalties. 
Part II -- Compliance Provisions 
Sec.13311.Suspension of statute 
of limitations during proceedings 
to enforce certain summonses. 
Sec.13312.Accuracy-related 
penalty to apply to section 482 
adjustments. 
Sec.13313.Treatment of persons 
providing services. 
Sec.13314.Application of 
amendments made by section 7403 
of Revenue Reconciliation Act of 
1989 to taxable years beginning 
on or before July 10, 1989. 
Sec.13315.Other reporting 
requirements. 
Sec.13316.Study of section 482. 
Part III -- Employer Reversions 
SUBPART A -- TREATMENT OF 
REVERSIONS OF QUALIFIED PLAN 
ASSETS TO EMPLOYERS 
Sec.13321.Increase in reversion 
tax. 
Sec.13322.Additional tax if no 
replacement plan. 
Sec.13323.Effective date. 
SUBPART B -- TRANSFERS TO RETIREE 



HEALTH ACCOUNTS 
Sec.13325.Transfer of excess 
pension assets to retiree health 
accounts. 
Sec.13326.Application of ERISA to 
transfers of excess pension 
assets to retiree health accounts. 
Part IV -- Corporate Provisions 
Sec.13331.Recognition of gain by 
distributing corporation in 
certain section 355 transactions. 
Sec.13332.Modifications to 
regulations issued under section 
305(c). 
Sec.13333.Modifications to 
section 1060. 
Sec.13334.Modification to 
corporation equity reduction 
limitations on net operating loss 
carrybacks. 
Sec.13335.Issuance of debt or 
stock in satisfaction of 
indebtedness. 
Part V -- Employment Tax Provisions 
Sec.13341.Increase in dollar 
limitation on amount of wages 
subject to hospital insurance tax. 
Sec.13342.Extending Medicare 
coverage of, and application of 
hospital insurance tax to, all 
State and local government 
employees. 
Sec.13343.Mandatory coverage of 
certain State and local employees 
under Social Security. 
Sec.13344.Increase in tier 2 
railroad retirement taxes. 
Sec.13345.Deposits of payroll 
taxes. 
Part VI -- Miscellaneous Provisions 
Sec.13351.Overall limitation on 
itemized deductions. 
Sec.13352.Disallowance of 
deduction for interest on unpaid 
corporate taxes. 
 



Subtitle A -- Increase in Earned Income Tax Credit 
 
SEC.13101.INCREASE IN EARNED INCOME TAX CREDIT. 
 
(a) General Rule. -- Section 32 (relating to earned income tax credit) is amended -- 
 
(1) by striking "14 percent" in subsection (a) and inserting "16.5 percent", and 
 
(2) by striking "10 percent" in subsection (b)(2) and inserting "12 percent". 
 
(b) Conforming Amendment. -- Subparagraphs (B)(i) and (C)(i) of section 3507(c)(2) are 
each amended by striking "14 percent" and inserting "16.5 percent". 
 
(c) Effective Date. -- The amendments by this section shall apply to taxable years 
beginning after December 31, 1990. 
 
Subtitle B -- Excise Taxes 
 
PART I -- TAXES RELATED TO HEALTH AND THE ENVIRONMENT 
 
SEC. 13201. INCREASE IN EXCISE TAXES ON DISTILLED SPIRITS, WINE, AND 
BEER. 
 
(a) Distilled Spirits. -- 
 
(1) In general. -- Paragraphs (1) and (3) of section 5001(a) (relating to rate of tax on 
distilled spirits) are each amended by striking "$12.50" and inserting "$14". 
 
(2) Technical amendment. -- Paragraphs (1) and (2) of section 5010(a) (relating to credit 
for wine content and for flavors content) are each amended by striking "$12.50" and 
inserting "$14". 
 
(b) Wine. -- 
 
(1) Tax increases. -- 
 
(A) Wines containing not more than 14 percent alcohol. -- Paragraph (1) of section 
5041(b) (relating to rates of tax on wines) is amended by striking "17 cents" and inserting 
"$1.27". 
 
(B) Wines containing more than 14 (but not more than 21) percent alcohol. -- Paragraph 
(2) of section 5041(b) is amended by striking "67 cents" and inserting "$1.77". 
 
(C) Wines containing more than 21 (but not more than 24) percent alcohol. -- Paragraph 
(3) of section 5041(b) is amended by striking "$2.25" and inserting "$3.35". 
 



(D) Artificially carbonated wines. -- Paragraph (5) of section 5041(b) is amended by 
striking "$2.40" and inserting "$3.50". 
 
(2) Reduced rates for small domestic producers. -- Section 5041 is amended by 
redesignating subsections (c), (d), and (e) as subsections (d), (e), and (f), respectively, 
and by inserting after subsection (b) the following new subsection: 
 
"(c) Reduced Rates for Small Domestic Producers. -- 
 
"(1) In general. -- Except as otherwise provided in this subsection, in the case of a person 
who produces not more than 200,000 wine gallons of wine during the calendar year, the 
per wine gallon rates of the taxes imposed by this section shall be the following amounts 
on the 1st 100,000 wine gallons of wine (other than wine described in subsection (b)(4)) 
which are removed during such year for consumption or sale and which have been 
produced at qualified facilities in the United States: 
 
"(A) 17 cents in the case of wines described in subsection (b)(1). 
 
"(B) 67 cents in the case of wines described in subsection (b)(2). 
 
"(C) $2.25 in the case of wines described in subsection (b)(3). 
 
"(D) $3.40 in the case of wines described in subsection (b)(4). 
 
"(E) $2.40 in the case of wines described in subsection (b)(5). 
 
"(2) Controlled groups. -- Rules similar to rules of section 5051(a)(2)(B) shall apply for 
purposes of this subsection. 
 
"(3) Regulations. -- The Secretary may prescribe such regulations as may be necessary to 
prevent the reduced rates provided in this subsection from benefiting any person who 
produces more than 200,000 wine gallons of wine during a calendar year." 
 
(3) Conforming amendments. -- 
 
(A) Subsection (a) of section 5041 is amended by striking "shown in subsection (b)" and 
inserting "applicable under subsection (b) or (c)". 
 
(B) Paragraph (3) of section 5061(b) is amended to read as follows: 
 
"(3) section 5041(e),". 
 
(c) Beer. -- 
 
(1) In general. -- Paragraph (1) of section 5051(a) (relating to imposition and rate of tax 
on beer) is amended by striking "$9" and inserting "$18". 



(2) Changes in reduced rate for small brewers. -- Paragraph (2) of section 5051(a) is 
amended – 
 
(A) by striking "60,000" each place it appears and inserting "30,000", and 
 
(B) by striking "2,000,000" each place it appears and inserting "60,000". 
 
(3) Regulations. -- Paragraph (2) of section 5051(a) is amended by adding at the end 
thereof the following new subparagraph: 
 
"(C) Regulations. -- The Secretary may prescribe such regulations as may be necessary to 
prevent the reduced rates provided in this paragraph from benefiting any person who 
produces more than 60,000 barrels of beer during a calendar year." 
 
(d) Effective Date. -- The amendments made by this section shall take effect on January 
1, 1991. 
 
(e) Floor Stocks Taxes. -- 
 
(1) Imposition of tax. -- 
 
(A) In general. -- In the case of any tax-increased article -- 
 
(i) on which tax was determined under part I of subchapter A of chapter 51 of the Internal 
Revenue Code of 1986 or section 7652 of such Code before January 1, 1991, and 
 
(ii) which is held on such date for sale by any person, 
there shall be imposed a tax at the applicable rate on each such article. 
 
(B) Applicable rate. -- For purposes of subparagraph (A), the applicable rate is -- 
 
(i) $1.50 per proof gallon in the case of distilled spirits, 
 
(ii) $1.10 per wine gallon in the case of wine described in paragraph (1), (2), (3), or (5) of 
section 5041(b) of such Code, and 
 
(iii) $9 per barrel in the case of beer. 
 
In the case of a fraction of a gallon or barrel, the tax imposed by subparagraph (A) shall 
be the same fraction as the amount of such tax imposed on a whole gallon or barrel. 
 
(C) Tax-increased article. -- For purposes of this subsection, the term "tax-increased 
article" means distilled spirits, wine described in paragraph (1), (2), (3), or (5) of section 
5041(b) of such Code, and beer. 
 



(2) Exception for small domestic producers. -- In the case of wine held by the producer 
thereof on January 1, 1991, the tax imposed by paragraph (1) shall not apply to such wine 
if the rate of tax under section 5041 of such Code on such wine would have been 
determined under subsection (c) thereof (as added by this section) had the amendments 
made by subsection (b) applied to all wine removed during 1990. A similar rule shall 
apply to beer held by the producer thereof. For purposes of this paragraph, an article shall 
not be treated as held by the producer if title thereto had at any time been transferred to 
any other person. 
 
(3) Exception for certain small wholesale or retail dealers. -- No tax shall be imposed by 
paragraph (1) on tax-increased articles held on January 1, 1991, by any dealer if -- 
 
(A) the aggregate liquid volume of tax-increased articles held by such dealer on such date 
does not exceed 500 wine gallons, and 
 
(B) such dealer submits to the Secretary (at the time and in the manner required by the 
Secretary) such information as the Secretary shall require for purposes of this paragraph. 
 
(4) Credit against tax. -- Each dealer shall be allowed as a credit against the taxes 
imposed by paragraph (1) an amount equal to -- 
 
(A) $360 to the extent such taxes are attributable to distilled spirits, 
 
(B) $330 to the extent such taxes are attributable to wine, and 
 
(C) $87 to the extent such taxes are attributable to beer. 
Such credit shall not exceed the amount of taxes imposed by paragraph (1) with respect 
to distilled spirits, wine, or beer, as the case may be, for which the dealer is liable. 
 
(5) Liability for tax and method of payment. -- 
 
(A) Liability for tax. -- A person holding any tax-increased article on January 1, 1991, to 
which the tax imposed by paragraph (1) applies shall be liable for such tax. 
 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe by regulations. 
 
(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before 
June 30, 1991. 
 
(6) Controlled groups. -- 
 
(A) Corporations. -- In the case of a controlled group -- 
 
(i) the 500 wine gallon amount specified in paragraph (3), and 
 



(ii) the $360, $330, and $87 amounts specified in paragraph (4), 
shall be apportioned among the dealers who are component members of such group in 
such manner as the Secretary shall by regulations prescribe. For purposes of the 
preceding sentence, the term "controlled group" has the meaning given to such term by 
subsection (a) of section 1563 of such Code; except that for such purposes the phrase 
"more than 50 percent" shall be substituted for the phrase "at least 80 percent" each place 
it appears in such subsection. 
 
(B) Non-incorporated dealers under common control. -- Under regulations prescribed by 
the Secretary, principles similar to the principles of subparagraph (A) shall apply to a 
group of dealers under common control where 1 or more of such dealers is not a 
corporation. 
 
(7) Other laws applicable. -- 
 
(A) In general. -- All provisions of law, including penalties, applicable to the comparable 
excise tax with respect to any tax-increased article shall, insofar as applicable and not 
inconsistent with the provisions of this subsection, apply to the floor stocks taxes 
imposed by paragraph (1) to the same extent as if such taxes were imposed by the 
comparable excise tax. 
 
(B) Comparable excise tax. -- For purposes of subparagraph (A), the term "comparable 
excise tax" means -- 
 
(i) the tax imposed by section 5001 of such Code in the case of distilled spirits, 
 
(ii) the tax imposed by section 5041 of such Code in the case of wine, and 
 
(iii) the tax imposed by section 5051 of such Code in the case of beer. 
 
(8) Definitions. -- For purposes of this subsection -- 
 
(A) In general. -- Terms used in this subsection which are also used in subchapter A of 
chapter 51 of such Code shall have the respective meanings such terms have in such part. 
 
(B) Person. -- The term "person" includes any State or political subdivision thereof, or 
any agency or instrumentality of a State or political subdivision thereof. 
 
(C) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(9) Treatment of imported perfumes containing distilled spirits. -- For purposes of this 
subsection, any article described in section 5001(a)(3) of such Code shall be treated as 
distilled spirits; except that the tax imposed by paragraph (1) shall be imposed on a wine 
gallon basis in lieu of a proof gallon basis. To the extent provided by regulations 



prescribed by the Secretary, the preceding sentence shall not apply to any article held on 
January 1, 1991, on the premises of a retail establishment. 
 
SEC. 13202. INCREASE IN EXCISE TAXES ON TOBACCO PRODUCTS. 
 
(a) Cigars. -- Subsection (a) of section 5701 is amended -- 
 
(1) by striking "75 cents per thousand" in paragraph (1) and inserting "$1.125 cents per 
thousand (93.75 cents per thousand on cigars removed during 1991 or 1992)", and 
 
(2) by striking "equal to" and all that follows in paragraph (2) and inserting "equal to -- 
 
"(A) 10.625 percent of the wholesale price but not more than $25 per thousand on cigars 
removed during 1991 or 1992, and 
 
"(B) 12.75 percent of the wholesale price but not more than $30 per thousand on cigars 
removed after 1992." 
 
(b) Cigarettes. -- Subsection (b) of section 5701 is amended -- 
 
(1) by striking "$8 per thousand" in paragraph (1) and inserting "$12 per thousand ($10 
per thousand on cigarettes removed during 1991 or 1992)", and 
 
(2) by striking "$16.80 per thousand" in paragraph (2) and inserting "$25.20 per thousand 
($21 per thousand on cigarettes removed during 1991 or 1992)". 
 
(c) Cigarette Papers. -- Subsection (c) of section 5701 is amended by striking "1/2 cent" 
and inserting "0.75 cent (0.625 cent on cigarette papers removed during 1991 or 1992)". 
 
(d) Cigarette Tubes. -- Subsection (d) of section 5701 is amended by striking "1 cent" and 
inserting "1.5 cents (1.25 cents on cigarette tubes removed during 1991 or 1992)". 
 
(e) Smokeless Tobacco. -- Subsection (e) of section 5701 is amended -- 
 
(1) by striking "24 cents" in paragraph (1) and inserting "36 cents (30 cents on snuff 
removed during 1991 or 1992)", and 
 
(2) by striking "8 cents" in paragraph (2) and inserting "12 cents (10 cents on chewing 
tobacco removed during 1991 or 1992)". 
 
(f) Pipe Tobacco. -- Subsection (f) of section 5701 is amended by striking "45 cents" and 
inserting "67.5 cents (56.25 cents on pipe tobacco removed during 1991 or 1992)". 
 
(g) Effective Date. -- The amendments made by this section shall apply with respect to 
articles removed after December 31, 1990. 
 



(h) Floor Stocks Taxes on Cigarettes. -- 
 
(1) Imposition of tax. -- On cigarettes manufactured in or imported into the United States 
which are removed before any tax-increase date and held on such date for sale by any 
person, there shall be imposed the following taxes: 
 
(A) Small cigarettes. -- On cigarettes, weighing not more than 3 pounds per thousand, $2 
per thousand. 
 
(B) Large cigarettes. -- On cigarettes weighing more than 3 pounds per thousand, $4.20 
per thousand; except that, if more than 6 1/2 inches in length, they shall be taxable at the 
rate prescribed for cigarettes weighing not more than 3 pounds per thousand, counting 
each 2 ¾ inches, or fraction thereof, of the length of each as one cigarette. 
 
(2) Exception for certain amounts of cigarettes. -- 
 
(A) In general. -- No tax shall be imposed by paragraph (1) on cigarettes held on any tax 
increase date by any person if -- 
 
(i) the aggregate number of cigarettes held by such person on such date does not exceed 
30,000, and 
 
(ii) such person submits to the Secretary (at the time and in the manner required by the 
Secretary) such information as the Secretary shall require for purposes of this 
subparagraph. For purposes of this subparagraph, in the case of cigarettes measuring 
more than 6 1/2 inches in length, each 2 3/4 inches (or fraction thereof) of the length of 
each shall be counted as one cigarette. 
 
(B) Authority to exempt cigarettes held in vending machines. -- To the extent provided in 
regulations prescribed by the Secretary, no tax shall be imposed by paragraph (1) on 
cigarettes held for retail sale on any tax-increase date by any person in any vending 
machine. If the Secretary so provides with respect to any person, the Secretary may 
reduce the 30,000 amount in subparagraph (A) and the $60 amount in paragraph (3) with 
respect to such person. 
 
(3) Credit against tax. -- Each person shall be allowed as a credit against the taxes 
imposed by paragraph (1) an amount equal to $60. Such credit shall not exceed the 
amount of taxes imposed by paragraph (1) for which such person is liable. 
 
(4) Liability for tax and method of payment. -- 
 
(A) Liability for tax. -- A person holding cigarettes on any tax-increase date to which any 
tax imposed by paragraph (1) applies shall be liable for such tax. 
 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe by regulations. 



(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before the 
1st June 30 following the tax-increase date. 
 
(5) Definitions. -- For purposes of this subsection -- 
 
(A) Tax-increase date. -- The term "tax-increase date" means January 1, 1991, and 
January 1, 1993. 
 
(B) Other definitions. -- Terms used in this subsection which are also used in section 
5702 of the Internal Revenue Code of 1986 shall have the respective meanings such 
terms have in such section. 
 
(C) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(6) Controlled groups. -- Rules similar to the rules of section 13201(e)(6) shall apply for 
purposes of this subsection. 
 
(7) Other laws applicable. -- All provisions of law, including penalties, applicable with 
respect to the taxes imposed by section 5701 of such Code shall, insofar as applicable and 
not inconsistent with the provisions of this subsection, apply to the floor stocks taxes 
imposed by paragraph (1), to the same extent as if such taxes were imposed by such 
section 5701. 
 
SEC. 13203. ADDITIONAL CHEMICALS SUBJECT TO TAX ON OZONE-
DEPLETING CHEMICALS. 
 
(a) General Rule. -- 
 
(1) The table set forth in section 4682(a)(2) (defining ozone-depleting chemical) is 
amended by adding at the end thereof the following new items: 
"Carbon tetrachloride 

tetrachloromethane 
Methyl chloroform       1,1,1-trichloroethane 
CFC-13        CF[3]Cl 
CFC-111        C[2]FCl[5] 
CFC-112        C[2]F[2]Cl[4] 
CFC-211        C[3]FCl[7] 
CFC-212        C[3]F[2]Cl[6] 
CFC-213        C[3]F[3]Cl[5] 
CFC-214        C[3]F[4]Cl[4] 
CFC-215        C[3]F[5]Cl[3] 
CFC-216        C[3]F[6]Cl[2] 
CFC-217        C[3]F[7]Cl." 
 



(2) The table set forth in section 4682(b) is amended by adding at the end thereof the 
following new items: 
"Carbon tetrachloride        1.1 
Methyl chloroform        0.1 
CFC-13         1.0 
CFC-111         1.0 
CFC-112         1.0 
CFC-211         1.0 
CFC-212         1.0 
CFC-213         1.0 
CFC-214         1.0 
CFC-215         1.0 
CFC-216         1.0 
CFC-217        1.0." 
 
(b) Separate Application of Export Credit Limit for Newly Listed Chemicals. -- 
Paragraph (3) of section 4682(d) is amended by adding at the end thereof the following 
new subparagraph: 
 
"(C) Separate application of limit for newly listed chemicals. -- 
 
"(i) In general. -- Subparagraph (B) shall be applied separately with respect to newly 
listed chemicals and other chemicals. 
 
"(ii) Application to newly listed chemicals. -- In applying subparagraph (B) to newly 
listed chemicals -- 
 
"(I) subparagraph (B) shall be applied by substituting '1989' for '1986' each place it 
appears, and 
 
"(II) clause (i)(II) thereof shall be applied by substituting for the regulations referred to 
therein any regulations (whether or not prescribed by the Secretary) which the Secretary 
determines are comparable to the regulations referred to in such clause with respect to 
newly listed chemicals. 
 
"(iii) Newly listed chemical. -- For purposes of this subparagraph, the term 'newly listed 
chemical' means any substance which appears in the table contained in subsection (a)(2) 
below Halon- 2402." 
 
(c) Separate Base Tax Amount for Newly Listed Chemicals. -- Subparagraphs (B) and 
(C) of section 4681(b)(1) are amended to read as follows: 
 
"(B) Base tax amount. -- 
 
"(i) Initially listed chemicals. -- The base tax amount for purposes of subparagraph (A) 
with respect to any sale or use during a calendar year before 1995 with respect to any 



ozone depleting chemical other than a newly listed chemical (as defined in section 
4682(d)(3)(C)) is the amount determined under the following table for such calendar 
year:"Calendar Year 

Base Tax Amount 
1990 or 1991        $1.37 
1992         1.67 
1993 or 1994        2.65. 
 
"(ii) Newly listed chemicals. -- The base tax amount for purposes of subparagraph (A) 
with respect to any sale or use during a calendar year before 1996 with respect to any 
ozone depleting chemical which is a newly listed chemical (as so defined) is the amount 
determined under the following table for such calendar year:" Calendar Year 

Base Tax Amount 
1991 or 1992        $1.37 
1993         1.67 
1994         3.00 
1995         3.10. 
 
"(C) Base tax amount for later years. -- The base tax amount for purposes of 
subparagraph (A) with respect to any sale or use of an ozone-depleting chemical during a 
calendar year after the last year specified in the table under subparagraph (B) applicable 
to such chemical shall be the base tax amount for such last year increased by 45 cents for 
each year after such last year." 
 
(d) Other Amendments. -- 
 
(1) The last sentence of section 4682(c)(2) is amended by inserting "(other than methyl 
chloroform)" after "ozone-depleting chemical". 
 
(2) Paragraph (3) of section 4682(h) is amended by striking "April 1" and inserting "June 
30". 
 
(e) Effective Date. -- The amendments made by this section shall apply to sales and uses 
after December 31, 1990. 
 
(f) Deposits for 1st Quarter of 1991. -- No deposit of any tax imposed by subchapter D of 
chapter 38 of the Internal Revenue Code of 1986 on any substance treated as an ozone 
depleting chemical by reason of the amendment made by subsection (a)(1) shall be 
required to be made before April 1, 1991. 
 
PART II -- USER-RELATED TAXES 
 
SEC. 13211. INCREASE AND EXTENSION OF HIGHWAY-RELATED TAXES AND 
TRUST FUND. 
 
(a) Increase in Tax on Gasoline. -- 



(1) In general. -- Subparagraph (A) of section 4081(a)(2) (relating to rate of tax) is 
amended -- 
 
(A) by striking "and" at the end of clause (i), 
 
(B) by striking the period at the end of clause (ii) and inserting ", and", and 
 
(C) by adding at the end thereof the following new clause: 
 
"(iii) the deficit reduction rate." 
 
(2) Rates of tax. -- Subparagraph (B) of section 4081(a)(2) is amended -- 
 
(A) by striking "9 cents a gallon, and" and inserting "14.5 cents a gallon,", 
 
(B) by striking the period at the end of clause (ii) and inserting ", and", and 
 
(C) by adding at the end thereof the following new clause: 
 
"(iii) the deficit reduction rate is 5.5 cents a gallon." 
 
(3) Terminations. -- 
 
(A) Paragraph (1) of section 4081(d) is amended by striking "shall not apply" and 
inserting "shall be 1 cent per gallon". 
 
(B) Subsection (d) of section 4081 is amended by adding at the end thereof the following 
new paragraph: 
 
"(3) Deficit reduction rate -- On and after October 1, 1995, the deficit reduction rate 
under subsection (a)(2) shall be 1 cent per gallon." 
 
(4) 17-cent limit on tax on gasoline used in noncommercial aviation. -- 
 
(A) Rates of tax after november 30, 1990, and before july 1, 1991. -- 
 
(i) Paragraph (3) of section 4041(c) is amended by striking "12 cents" and inserting "17 
cents (15 cents in the case of sales and uses during December 1990)". 
 
(ii) The amendment made by clause (i) shall take effect on December 1, 1990. 
 
(B) Repeal of tax after june 30, 1991. -- 
 
(i) Subsection (c) of section 4041 is amended by striking paragraphs (2) and (3) and by 
redesignating paragraphs (4) and (5) as paragraphs (2) and (3), respectively. 
 



(ii) Paragraph (3) of section 4041(c), as redesignated by clause (i) is amended by striking 
"paragraphs (1) and (2)" and inserting "paragraph (1)". 
 
(iii) Section 6427 is amended by striking subsections (m) and (o) and by redesignating 
subsections (n), (p), (q), and (r) as subsections (m), (n), (o), and (p), respectively. 
 
(iv) Subsection (o) of section 6427 (as redesignated by clause (iii)) is amended to read as 
follows: 
 
"(o) Gasoline Used in Noncommercial Aviation. -- Except as provided in subsection (k), 
if gasoline is used as a fuel in any aircraft in noncommercial aviation (as defined in 
section 4041(c)(2)), the Secretary shall pay (without interest) to the ultimate purchaser of 
such gasoline an amount equal to the excess of the aggregate amount of tax paid under 
section 4081 on the gasoline so used over an amount equal to 17.1 cents multiplied by the 
number of gallons of gasoline so used." 
 
(v) Paragraph (1) of section 6427(i) is amended by striking "or (q)" and inserting "or (o)". 
 
(vi) Clause (i) of section 6427(i)(2)(A) is amended by striking "and (q)" and inserting 
"and (o)". 
 
(vii) Paragraph (2) of section 6421(f) is amended by striking "section 4041(c)(4)" and 
inserting "section 4041(c)(2)". 
 
(viii) The amendments made by this subparagraph shall take effect on July 1, 1991. 
 
(5) Conforming amendments. -- 
 
(A) Paragraph (1) of section 4081(c) is amended -- 
 
(i) by striking "applied by" and all that follows through "in the case" and inserting 
"applied by substituting rates which are 10/9th of the otherwise applicable rates in the 
case", and 
 
(ii) by adding at the end thereof the following: "For purposes of this subsection, in the 
case of the Highway Trust Fund financing rate, the otherwise applicable rate is 8.5 cents 
a gallon." 
 
(B) Paragraph (2) of section 4081(c) is amended by striking "at a rate equivalent to 3 
cents" and inserting "at a Highway Trust Fund financing rate equivalent to 8.5 cents". 
 
(C) Subparagraph (B) of section 9503(b)(4) is amended by striking "4081" and inserting 
"4041, 4081,". 
 
(D) Subparagraph (A) of section 9503(c)(2) is amended by adding at the end thereof the 
following new sentence: 



"The amounts payable from the Highway Trust Fund under this subparagraph shall be 
determined by taking into account only the Highway Trust Fund financing rate applicable 
to any fuel." 
 
(6) Rates of tax for gasoline after november 30, 1990, and before july 1, 1991. -- Section 
4081 is amended by adding at the end thereof the following new subsection: 
 
"(e) Rates of Tax for Gasoline After November 30, 1990, and Before July 1, 1991. -- 
 
"(1) Highway trust fund financing rates. -- 
 
"(A) In the case of gasoline on which tax is imposed during December 1990 -- 
 
"(i) subsection (a)(2)(B)(i) shall be applied by substituting '11.5 cents' for '14.5 cents', 
and 
 
"(ii) subsection (c) shall be applied by substituting '5.5 cents' for '8.5 cents' each place it 
appears. 
 
"(B) In the case of gasoline on which tax is imposed after December 31, 1990, and before 
July 1, 1991 -- 
 
"(i) subsection (a)(2)(B)(i) shall be applied by substituting '12.5 cents' for '14.5 cents', 
and 
 
"(ii) subsection (c) shall be applied by substituting '6.5 cents' for '8.5 cents' each place it 
appears. 
 
"(2) Deficit reduction rate. -- 
 
"(A) In the case of gasoline on which tax is imposed during December 1990, subsection 
(a)(2)(B)(iii) shall be applied by substituting '2.5 cents' for '5.5 cents'. 
 
"(B) In the case of gasoline on which tax is imposed after December 31, 1990, and before 
July 1, 1991, subsection (a)(2)(B)(iii) shall be applied by substituting '3.5 cents' for '5.5 
cents'." 
 
(7) Effective date. -- Except as otherwise provided in this subsection, the amendments 
made by this subsection shall apply to gasoline removed (as defined in section 4082 of 
the Internal Revenue Code of 1986) after November 30, 1990. 
 
(b) Increase in Other Taxes. -- 
 
(1) Deficit reduction rate. -- 
 



(A) Clause (i) of section 4091(b)(1)(A) is amended by inserting "and the diesel fuel 
deficit reduction rate" after "financing rate". 
 
(B) Subsection (b) of section 4091 is amended by redesignating paragraphs (4) and (5) as 
paragraphs (5) and (6), respectively, and by inserting after paragraph (3) the following 
new paragraph: 
 
"(4) Diesel fuel deficit reduction rate. -- For purposes of paragraph (1), the diesel fuel 
deficit reduction rate is 5.5 cents per gallon." 
 
(C) Paragraph (6) of section 4091(b), as redesignated by subparagraph (A), is amended -- 
 
(i) by striking "shall not apply" in subparagraph (A) and inserting "shall be 1 cent per 
gallon", and 
 
(ii) by adding at the end thereof the following new subparagraph: 
 
"(D) The diesel fuel deficit reduction rate shall be 1 cent per gallon on and after October 
1, 1995." 
 
(2) Increase in highway trust fund financing rate. -- Paragraph (2) of section 4091(b) is 
amended by striking "15 cents" and inserting "20.5 cents". 
 
(3) Increase in tax on special motor fuels. -- Paragraph (2) of section 4041(a) is amended 
by striking "of 9 cents a gallon" and by inserting at the end thereof the following new 
sentence:  
 
"The rate of the tax imposed by this paragraph shall be the sum of the Highway Trust 
Fund financing rate and the deficit reduction rate in effect under section 4081 at the time 
of such sale or use." 
 
(4) 11-cent tax to apply to fuel used in trains. -- 
 
(A) Paragraph (2) of section 4093(c) is amended by redesignating subparagraph (B) as 
subparagraph (C) and by inserting after subparagraph (A) the following new 
subparagraph: 
 
"(B) 11-cent tax on fuel used in trains. -- In the case of fuel sold for use in a diesel-
powered [*H10238] train, paragraph (1) shall apply only to the excess of the tax imposed 
by section 4091 over 11 cents per gallon." 
 
(B) Subsection (l) of section 6427 is amended by adding at the end thereof the following 
new paragraph: 
 



"(4) 11-cent tax on fuel used in trains. -- In the case of fuel used in a diesel-powered 
train, paragraph (1) shall apply only to the excess of the tax imposed by section 4091 
over 11 cents per gallon." 
 
(C) Paragraph (4) of section 9503(b) is amended by striking "and" at the end of 
subparagraph (A), by striking the period at the end of subparagraph (B) and inserting ", 
and", and by adding at the end thereof the following new subparagraph: 
 
"(C) there shall not be taken into account the taxes imposed by section 4091 on any diesel 
fuel used in a diesel-powered train." 
 
(5) Conforming amendments. -- 
 
(A) Paragraph (1) of section 4091(c) is amended -- 
 
(i) by striking "9 cents" and inserting "14.5 cents" and by striking "10 cents" and inserting 
"16.11 cents", and 
 
(ii) by striking "1/9 cent per gallon" and inserting "and the diesel fuel deficit reduction 
rate shall be 10/9th of the otherwise applicable such rates". 
 
(B) Paragraph (2) of section 4091(c) is amended by striking "9 cents" and inserting "14.5 
cents". 
 
(C)(i) Paragraph (1) of section 4041(a) is amended by striking "of 15 cents a gallon" and 
by inserting before the last sentence the following new sentence: 
 
"The rate of the tax imposed by this paragraph shall be the sum of the Highway Trust 
Fund financing rate and the diesel fuel deficit reduction rate in effect under section 4091 
at the time of such sale or use." 
 
(ii) Subsection (a) of section 4041 is amended by striking paragraph (3). 
 
(D) Clause (i) of section 4041(b)(2)(A) is amended by to read as follows: 
 
"(i) the Highway Trust Fund financing rate applicable under subsection (a)(2) shall be 6 
cents per gallon less than the otherwise applicable rate, and". 
 
(E) Paragraph (1) of section 4041(k) is amended -- 
 
(i) by striking subparagraphs (A) and (B) and inserting the following new subparagraph: 
 
"(A) the Highway Trust Fund financing rates under paragraphs (1) and (2) of subsection 
(a) shall be 6 cents per gallon less than the otherwise applicable rates, and", and 
 
(ii) by redesignating subparagraph (C) as subparagraph (B). 



 
(F) Subparagraph (A) of section 4041(m)(1) is amended to read as follows: 
 
"(A) the Highway Trust Fund financing rate applicable under subsection (a)(2) shall be 
4.5 cents per gallon less than the otherwise applicable rate, and". 
 
(G) Subsection (d) of section 9502 is amended by adding at the end thereof the following 
new paragraph: 
 
"(4) Transfers for refunds and credits not to exceed trust fund revenues attributable to 
fuel used. -- The amounts payable from the Airport and Airway Trust Fund under 
paragraph (2) or (3) shall not exceed the amounts required to be appropriated to such 
Trust Fund with respect to fuel so used." 
 
(H) Subparagraph (D) of section 9503(c)(4) is amended by striking "(to the extent 
attributable to the Highway Trust Fund financing rate)" and by inserting before the period 
", but only to the extent such taxes are attributable to the Highway Trust Fund financing 
rates under such sections". 
 
(6) Rates of tax for diesel fuel after november 30, 1990, and before july 1, 1991. – 
Section 4091 is amended by adding at the end thereof the following new subsection: 
 
"(e) Rates of Tax for Diesel Fuel After November 30, 1990, and Before July 1, 1991. -- 
 
"(1) Highway trust fund financing rates. -- 
 
"(A) In the case of diesel fuel on which tax is imposed during December 1990 -- 
 
"(i) subsection (b)(2) shall be applied by substituting '17.5 cents' for '20.5 cents', 
 
"(ii) subsection (c) shall be applied by substituting -- 
 
"(I) '11.5 cents' for '14.5 cents' each place it appears, and 
 
"(II) '12.78 cents' for '16.11 cents', and 
 
"(iii) sections 4093(c)(2)(B) and 6427(l)(4) shall be applied by substituting '5 cents' for 
'11 cents'. 
 
"(B) In the case of diesel fuel on which tax is imposed after December 31, 1990, and 
before July 1, 1991 – 
 
"(i) subsection (b)(2) shall be applied by substituting '18.5 cents' for '20.5 cents', 
 
"(ii) subsection (c) shall be applied by substituting -- 
 



 
"(I) '12.5 cents' for '14.5 cents' each place it appears, and 
 
"(II) '13.89 cents' for '16.11 cents', and 
 
"(iii) sections 4093(c)(2)(B) and 6427(l)(4) shall be applied by substituting '7 cents' for 
'11 cents'. 
 
"(2) Diesel fuel deficit reduction rate. -- 
 
"(A) In the case of diesel fuel on which tax is imposed during December 1990, subsection 
(b)(4) shall be applied by substituting '2.5 cents' for '5.5 cents'. 
 
"(B) In the case of diesel fuel on which tax is imposed after December 31, 1990, and 
before July 1, 1991, subsection (b)(4) shall be applied by substituting '3.5 cents' for '5.5 
cents'." 
 
(8) Effective date. -- The amendments made by this subsection shall take effect on 
December 1, 1990. 
 
(c) Extension of Taxes. -- The following provisions are each amended by striking "1993" 
each place it appears and inserting "1995": 
 
(1) Section 4051(c) (relating to tax on heavy trucks and trailers sold at retail). 
 
(2) Section 4071(d) (relating to tax on tires and tread rubber). 
 
(3) Section 4081(d)(1) (relating to gasoline tax). 
 
(4) Section 4091(b)(6)(A) (relating to diesel fuel tax), as redesignated by section 
13211(b). 
 
(5) Sections 4481(e), 4482(c)(4), and 4482(d) (relating to highway use tax). 
 
(d) Extension of Exemptions. -- 
 
(1) Paragraph (3) of section 4041(f) (relating to exemptions for farm use) is hereby 
repealed. 
 
(2) The last sentence of section 4041(g) (relating to other exemptions) is hereby repealed. 
 
(3) Subsection (a) of section 4221 (relating to certain tax-free sales) is amended by 
striking "1993" and inserting "1995". 
 
(4) Subsection (g) of section 4483 (relating to termination of exemptions for highway use 
tax) is amended by striking "1993" and inserting "1995". 



 
(5) Section 6420 (relating to gasoline used on farms) is amended by striking subsection  
(h) and by redesignating subsection (i) as subsection (h). 
 
(6)(A) Section 6421 (relating to gasoline used for certain nonhighway purposes, etc.) is 
amended by striking subsection (i) and by redesignating subsections (j) and (k) as 
subsections (i) and (j), respectively. 
 
(B) Subsections (a) and (b) of section 6421 are each amended by striking "subsection (j)" 
and by inserting "subsection (i)". 
 
(7) Paragraph (5) of section 6427(g) (relating to advance repayment of increased diesel 
fuel tax) is amended by striking "1993" and inserting "1995". 
 
(e) Extension of Reduced Rates of Tax on Fuels Containing Alcohol. -- The following 
provisions are each amended by striking "1993" each place it appears and inserting 
"1995": 
 
(1) Section 4041(b)(2)(C) (relating to qualified methanol and ethanol fuel). 
 
(2) Section 4041(k)(3) (relating to fuels containing alcohol). 
 
(3) Section 4081(c)(4) (relating to gasoline mixed with alcohol). 
 
(4) Subsections (c) and (d) of section 4091 (relating to diesel fuel and aviation fuel mixed 
with alcohol and aviation fuel used to produce certain alcohol fuels). 
 
(f) Other Provisions. -- 
 
(1) Floor stocks refunds. -- Section 6412(a)(1) (relating to floor stocks refunds) is 
amended -- 
 
(A) by striking "1993" each place it appears and inserting "1995", and 
 
(B) by striking "1994" each place it appears and inserting "1996". 
 
(2) Installment payments of highway use tax. -- Section 6156(e)(2) (relating to 
installment payments of tax on use of highway motor vehicles) is amended by striking 
"1993" and inserting "1995". 
 
(g) Extension of Deposits Into Trust Fund. -- 
 
(1) In general. -- Subsection (b), and paragraphs (2), (3), and (4) of subsection (c), of 
section 9503 (relating to the Highway Trust Fund) are each amended -- 
 
(A) by striking "1993" each place it appears and inserting "1995", and 



 
(B) by striking "1994" each place it appears and inserting "1996". 
 
(2) Conforming amendments to land and water conservation fund. -- Section 201(b) of 
the Land and Water Conservation Fund Act of 1965 (16 U.S.C. 460l-11) is amended -- 
 
(A) by striking "1993" and inserting "1995", and 
 
(B) by striking "1994" each place it appears and inserting "1996". 
 
(h) Increase in Transfers to Mass Transit Account. -- 
 
(1) In general. -- Paragraph (2) of section 9503(e) is amended by striking "1 cent" and 
inserting "2.1 cents". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall apply to amounts 
attributable to taxes imposed on or after December 1, 1990. 
 
(3) Taxes imposed before july 1, 1991. -- 
 
(A) In the case of taxes imposed during December 1990, paragraph (2) of section 9503(e) 
of the Internal Revenue Code of 1986 shall be applied by substituting "1.5 cents" for "2.1 
cents". 
 
(B) In the case of taxes imposed after December 31, 1990, and before July 1, 1991, 
paragraph (2) of section 9503(e) of such Code shall be applied by substituting "1.55 
cents" for "2.1 cents". 
 
(i) Floor Stocks Taxes. -- 
 
(1) Imposition of tax. -- In the case of gasoline and diesel fuel on which tax was imposed 
under section 4081 or 4091 of such Code before any tax-increase date and which is held 
on such date by any person, there is hereby imposed a floor stocks tax on such gasoline 
and diesel fuel. 
 
(2) Rate of tax. -- The rate of the tax imposed by paragraph (1) shall be -- 
 
(A) 5 cents per gallon in the case of the tax imposed on December 1, 1990, 
 
(B) 2 cents per gallon in the case of the tax imposed on January 1, 1991, and 
 
(C) 4 cents per gallon in the case of the tax imposed on July 1, 1991. 
 
[*H10239] (3) Liability for tax and method of payment. -- 
 



(A) Liability for tax. -- A person holding gasoline or diesel fuel on any tax-increase date 
to which the tax imposed by paragraph (1) applies shall be liable for such tax. 
 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe. 
 
(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before -- 
 
(i) May 31, 1991, in the case of the tax imposed on December 1, 1990, 
 
(ii) June 30, 1991, in the case of the tax imposed on January 1, 1991, and 
 
(iii) September 15, 1991, in the case of the tax imposed on July 1, 1991. 
 
(4) Definitions. -- For purposes of this subsection -- 
 
(A) Tax-increase date. -- The term "tax-increase date" means December 1, 1990, January 
1, 1991, and July 1, 1991. 
 
(B) Held by a person. -- Gasoline and diesel fuel shall be considered as "held by a 
person" if title thereto has passed to such person (whether or not delivery to the person 
has been made). 
 
(C) Gasoline. -- The term "gasoline" has the meaning given such term by section 4082 of 
such Code. 
 
(D) Diesel fuel. -- The term "diesel fuel" has the meaning given such term by section 
4092 of such Code. 
 
(E) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(5) Exception for exempt uses. -- The tax imposed by paragraph (1) shall not apply to 
gasoline or diesel fuel held by any person exclusively for any use to the extent a credit or 
refund of the tax imposed by section 4081 or 4091 of such Code, as the case may be, is 
allowable for such use. 
 
(6) Exception for fuel held in vehicle tank. -- No tax shall be imposed by paragraph (1) 
on gasoline or diesel fuel held in the tank of a motor vehicle or motorboat. 
 
(7) Exception for certain amounts of fuel. -- 
 
(A) In general. -- No tax shall be imposed by paragraph (1) -- 
 
(i) on gasoline held on any tax-increase date by any person if the aggregate amount of 
gasoline held by such person on such date does not exceed 4,000 gallons, and 



(ii) on diesel fuel held on any tax-increase date by any person if the aggregate amount of 
diesel fuel held by such person on such date does not exceed 2,000 gallons.  
 
The preceding sentence shall apply only if such person submits to the Secretary (at the 
time and in the manner required by the Secretary) such information as the Secretary shall 
require for purposes of this paragraph. 
 
(B) Exempt fuel. -- For purposes of subparagraph (A), there shall not be taken into 
account fuel held by any person which is exempt from the tax imposed by paragraph (1) 
by reason of paragraph (5) or (6). 
 
(C) Controlled groups. -- For purposes of this paragraph, rules similar to the rules of 
paragraph 
 
(6) of section 13201(e) of this Act shall apply. 
 
(7) Other laws applicable. -- All provisions of law, including penalties, applicable with 
respect to the taxes imposed by section 4081 of such Code in the case of gasoline and 
section 4091 in the case of diesel fuel shall, insofar as applicable and not inconsistent 
with the provisions of this subsection, apply with respect to the floor stock taxes imposed 
by paragraph (1) to the same extent as if such taxes were imposed by such section 4081 
or 4091. 
 
(8) Transfer of portion of floor stocks revenue to highway trust fund. -- For purposes of 
determining the amount transferred to the Highway Trust Fund, the tax imposed by 
paragraph (1) shall be treated as imposed at a Highway Trust Fund financing rate to the 
extent of – 
 
(A) 2.5 cents per gallon in the case of the tax imposed on December 1, 1990, and 
 
(B) 2 cents per gallon in the case of the tax imposed on July 1, 1991. 
 
SEC. 13212. INCREASE AND EXTENSION OF AVIATION-RELATED TAXES AND 
TRUST FUND; REPEAL OF REDUCTION IN RATES. 
 
(a) Increase in Rates on Transportation. -- 
 
(1) Transportation of persons. -- Subsections (a) and (b) of section 4261 are each 
amended by striking "8 percent" and inserting "10 percent". 
 
(2) Transportation of property. -- Subsection (a) of section 4271 is amended by striking 
"5 percent" and inserting "6.25 percent". 
 
(3) Effective date. -- The amendments made by this subsection shall apply to 
transportation beginning after November 30, 1990, but shall not apply to amounts paid on 
or before such date. 



 
(b) Increase in Rates on Fuel. -- 
 
(1) In general. -- Paragraph (3) of section 4091(b) is amended by striking "14 cents" and 
inserting "17.5 cents". 
 
(2) Conforming amendments. -- 
 
(A) Paragraph (1) of section 4041(c) is amended by striking "14 cents" and inserting 
"17.5 cents". 
 
(B)(i) Subparagraph (B) of section 4041(k)(1), as redesignated by section 13211 of this 
Act, is amended to read as follows: 
 
"(B) subsection (c) shall be applied by substituting '3.5 cents' for '17.5 cents'." 
 
(ii) Subparagraph (B) of section 4041(m)(1) is amended to read as follows: 
 
"(B) subsection (c) shall be applied by substituting '3.5 cents' for '17.5 cents'." 
 
(C)(i) Paragraphs (1) and (2) of section 4091(d) are amended to read as follows: 
 
"(1) In general. -- The Airport and Airway Trust Fund financing rate shall be -- 
 
"(A) 3.5 cents per gallon in the case of the sale of any mixture of aviation fuel if -- 
 
"(i) at least 10 percent of such mixture consists of alcohol (as defined in section 
4081(c)(3)), and 
 
"(ii) the aviation fuel in such mixture was not taxed under subparagraph (B), and 
 
"(B) 3.89 cents per gallon in the case of the sale of aviation fuel for use (at the time of 
such sale) in producing a mixture described in subparagraph (A). 
 
In the case of a sale described in subparagraph (B), the Leaking Underground Storage 
Tank Trust Fund financing rate shall be 1/9 cent per gallon. 
 
"(2) Later separation. -- If any person separates the aviation fuel from a mixture of the 
aviation fuel and alcohol on which tax was imposed under subsection (a) at the Airport 
and Airway Trust Fund financing rate equivalent to 3.5 cents per gallon by reason of this 
subsection (or with respect to which a credit or payment was allowed or made by reason 
of section 6427(f)(1)), such person shall be treated as the producer of such aviation fuel. 
The amount of tax imposed on any sale of such aviation fuel by such person shall be 
reduced by the amount of tax imposed (and not credited or refunded) on any prior sale of 
such fuel." 
 



(ii) The heading for subsection (d) of section 4091 is amended by striking "Exemption 
from" and inserting "Reduced Rate of". 
 
(3) Subsection (f) of section 6427 is amended to read as follows: 
 
"(f) Gasoline, Diesel Fuel, and Aviation Fuel Used to Produce Certain Alcohol Fuels. -- 
 
"(1) In general. -- Except as provided in subsection (k), if any gasoline, diesel fuel, or 
aviation fuel on which tax was imposed by section 4081 or 4091 at the regular tax rate is 
used by any person in producing a mixture described in section 4081(c), 4091(c)(1)(A), 
or 4091(d)(1)(A) (as the case may be) which is sold or used in such person's trade or 
business the Secretary shall pay (without interest) to such person an amount equal to the 
excess of the regular tax rate over the incentive tax rate with respect to such fuel. 
 
"(2) Definitions. -- For purposes of paragraph (1) -- 
 
"(A) Regular tax rate. -- The term 'regular tax rate' means -- 
 
"(i) in the case of gasoline, the aggregate rate of tax imposed by section 4081 determined 
without regard to subsection (c) thereof, 
 
"(ii) in the case of diesel fuel, the aggregate rate of tax imposed by section 4091 on such 
fuel determined without regard to subsection (c) thereof, and 
 
"(iii) in the case of aviation fuel, the aggregate rate of tax imposed by section 4091 on 
such fuel determined without regard to subsection (d) thereof. 
 
"(B) Incentive tax rate. -- The term 'incentive tax rate' means -- 
 
"(i) in the case of gasoline, the aggregate rate of tax imposed by section 4081 with respect 
to fuel described in subsection (c)(1) thereof, 
 
"(ii) in the case of diesel fuel, the aggregate rate of tax imposed by section 4091 with 
respect to fuel described in subsection (c)(1)(B) thereof, and 
 
"(iii) in the case of aviation fuel, the aggregate rate of tax imposed by section 4091 with 
respect to fuel described in subsection (d)(1)(B) thereof. 
 
"(3) Coordination with other repayment provisions. -- No amount shall be payable under 
paragraph (1) with respect to any gasoline, diesel fuel, or aviation fuel with respect to 
which an amount is payable under subsection (d), (e), or (l) of this section or under 
section 6420 or 6421. 
 
"(4) Termination. -- This subsection shall not apply with respect to any mixture sold or 
used after September 30, 1995." 
 



(4) Effective dates. -- The amendments made by this subsection shall take effect on 
December 1, 1990. 
 
(5) Floor stocks taxes. -- 
 
(A) Imposition of tax. -- In the case of aviation fuel on which tax was imposed under 
section 4091 of the Internal Revenue Code of 1986 before December 1, 1990, and which 
is held on such date by any person, there is hereby imposed a floor stocks tax on such 
fuel. 
 
(B) Rate of tax. -- The rate of the tax imposed by subparagraph (A) shall be 3.5 cents per 
gallon. 
 
(C) Liability for tax and method of payment. -- 
 
(i) Liability for tax. -- A person holding fuel on December 1, 1990, to which the tax 
imposed by this paragraph applies shall be liable for such tax. 
 
(ii) Method of payment. -- The tax imposed by this paragraph shall be paid in such 
manner as the Secretary shall prescribe. 
 
(iii) Time for payment. -- The tax imposed by this paragraph shall be paid on or before 
May 31, 1991. 
 
(D) Definitions. -- For purposes of this paragraph -- 
 
(i) Held by a person. -- Fuel shall be considered as "held by a person" if title thereto has 
passed to such person (whether or not delivery to the person has been made). 
 
[*H10240] (ii) Aviation fuel. -- The term "aviation fuel" has the meaning given such term 
by section 4092(a) of such Code. 
 
(iii) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(E) Exception for exempt uses. -- The tax imposed by this paragraph shall not apply to 
fuel held by any person exclusively for any use which is a nontaxable use (as defined in 
section 6427(l) of such Code). 
 
(F) Other laws applicable. -- All provisions of law, including penalties, applicable with 
respect to the taxes imposed by section 4091 of such Code shall, insofar as applicable and 
not inconsistent with the provisions of this paragraph, apply with respect to the floor 
stock taxes imposed by this paragraph to the same extent as if such taxes were imposed 
by such section 4091. 
 



(c) Increases in Tax Revenues Before 1993 to Remain in General Fund. -- Subsection (b) 
of section 9502 is amended by adding at the end thereof the following new sentence: 
 
"In the case of taxes imposed before January 1, 1993, paragraphs (1), (2), and (3) shall be 
applied without regard to any increase in tax enacted by Revenue Reconciliation Act of 
1990." 
 
(d) Extension of Taxes and Trust Fund. -- 
 
(1) Transportation taxes. -- Sections 4261(g) and 4271(d) are each amended by striking 
"January 1, 1991" and inserting "January 1, 1996". 
 
(2) Fuel taxes. -- 
 
(A) Subparagraph (B) of section 4091(b)(6) (as redesignated by section 13211(b)) is 
amended by striking "January 1, 1991" and inserting "January 1, 1996". 
 
(B) Paragraph (5) of section 4041(c) is amended by striking "December 31, 1990" and 
inserting "December 31, 1995". 
 
(3) Deposits into trust fund. -- Subsection (b) of section 9502 (relating to transfer to 
Airport and Airway Trust Fund of amounts equivalent to certain taxes) is amended by 
striking "January 1, 1991" each place it appears and inserting "January 1, 1996". 
 
(e) Repeal of Reduction in Rates. -- 
 
(1) Section 4283 (relating to reduction in aviation related taxes in certain cases) is hereby 
repealed. 
 
(2) The table of sections for part III of subchapter C of chapter 33 is amended by striking 
the item relating to section 4283. 
 
(3) Subsection (c) of section 4041 is amended by striking paragraph (6). 
 
SEC. 13213. INCREASE IN HARBOR MAINTENANCE TAX. 
 
(a) In General. -- Subsection (b) of section 4461 is amended by striking "0.04 percent" 
and inserting "0.125 percent". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on January 
1, 1991. 
 
SEC. 13214. EXTENSION OF LEAKING UNDERGROUND STORAGE TANK 
TRUST FUND TAXES. 
 
(a) In General. -- Paragraph (2) of section 4081(d) is amended to read as follows: 



"(2) Leaking underground storage tank trust fund financing rate. -- The Leaking 
Underground Storage Tank Trust Fund financing rate under subsection (a)(2) shall not 
apply after December 31, 1995." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the 30th 
day after the date of the enactment of this Act. 
 
SEC. 13215. INCREASE IN INLAND WATERWAY FUEL USE TAX. 
 
(a) In General. -- Paragraph (1) of section 4042(b) is amended by striking "and" at the 
end of subparagraph (A), by striking the period at the end of subparagraph (B) and 
inserting ", and", and by adding at the end thereof the following new subparagraph: 
 
"(C) the deficit reduction rate." 
 
(b) Deficit Reduction Rate. -- Paragraph (2) of section 4042(b) is amended by adding at 
the end thereof the following new subparagraph: 
 
"(C) Deficit reduction rate. -- The deficit reduction rate is 2 cents per gallon." 
 
(c) Effective Date. -- The amendments made by this section shall take effect on January 
1, 1991. 
 
SEC. 13216. FLOOR STOCKS TAX TREATMENT OF ARTICLES IN FOREIGN 
TRADE ZONES. 
 
Notwithstanding the Act of June 18, 1934 (48 Stat. 998, 19 U.S.C. 81a) or any other 
provision of law, any article which is located in a foreign trade zone on the effective date 
of any increase in tax under the amendments made by this part, part I, or part IV shall be 
subject to floor stocks taxes imposed by such parts if -- 
 
(1) internal revenue taxes have been determined, or customs duties liquidated, with 
respect to such article before such date pursuant to a request made under the 1st proviso 
of section 3(a) of such Act, or 
 
(2) such article is held on such date under the supervision of a customs officer pursuant to 
the 2d proviso of such section 3(a). 
 
PART III -- TAXES ON LUXURY ITEMS 
 
SEC. 13221. TAXES ON LUXURY ITEMS. 
 
(a) In General. -- Chapter 31 (relating to retail excise taxes) is amended by redesignating 
subchapters A and B as subchapters B and C, respectively, and by inserting before 
subchapter B (as so redesignated) the following new subchapter: 
 



"SUBCHAPTER A -- CERTAIN LUXURY ITEMS 
 
"Part I. Imposition of taxes. 
 
"Part II. Rules of general applicability. 
 
"PART I. IMPOSITION OF TAXES 
 
"Subpart A. Passenger vehicles, boats, and aircraft. 
 
"Subpart B. Jewelry and furs. 
 
"Subpart A -- Passenger Vehicles, Boats, and Aircraft 
 
"Sec. 4001. Passenger vehicles. 
 
"Sec. 4002. Boats. 
 
"Sec. 4003. Aircraft. 
 
"Sec. 4004. Rules applicable to subpart A. 
 
"SEC. 4001. PASSENGER VEHICLES. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any passenger 
vehicle a tax equal to 10 percent of the price for which so sold to the extent such price 
exceeds $30,000. 
 
"(b) Passenger Vehicle. -- 
 
"(1) In general. -- For purposes of subsection (a), the term 'passenger vehicle' means any 
4- wheeled vehicle -- 
 
"(A) which is manufactured primarily for use on public streets, roads, and highways, and 
 
"(B) which is rated at 6,000 pounds unloaded gross vehicle weight or less. 
 
"(2) Special rules. -- 
 
"(A) Trucks and vans. -- In the case of a truck or van, paragraph (1)(B) shall be applied 
by substituting 'gross vehicle weight' for 'unloaded gross vehicle weight'. 
 
"(B) Limousines. -- In the case of a limousine, paragraph (1) shall be applied without 
regard to subparagraph (B) thereof. 
 



"(c) Exceptions for Taxicabs, Etc. -- The tax imposed by this section shall not apply to 
the sale of any passenger vehicle for use by the purchaser exclusively in the active 
conduct of a trade or business of transporting persons or property for compensation or 
hire. 
 
"SEC. 4002. BOATS. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any boat a tax 
equal to 10 percent of the price for which so sold to the extent such price exceeds 
$100,000. 
 
"(b) Exceptions. -- The tax imposed by this section shall not apply to the sale of any boat 
for use by the purchaser exclusively in the active conduct of -- 
 
"(1) a trade or business of commercial fishing or transporting persons or property for 
compensation or hire, or 
 
"(2) any other trade or business unless the boat is to be used predominantly in any 
activity which is of a type generally considered to constitute entertainment, amusement, 
or recreation. 
 
"SEC. 4003. AIRCRAFT. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any aircraft a 
tax equal to 10 percent of the price for which so sold to the extent such price exceeds 
$100,000. 
 
"(b) Aircraft. -- For purposes of this section, the term 'aircraft' means any aircraft -- 
 
"(1) which is propelled by a motor, and 
 
"(2) which is capable of carrying 1 or more individuals. 
 
"(c) Exceptions. -- The tax imposed by this section shall not apply to the sale of any 
aircraft for use by the purchaser exclusively -- 
 
"(1) in the aerial application of fertilizers or other substances, 
 
"(2) in the case of a helicopter, in a use described in paragraph (1) or (2) of section 
4261(e), 
 
"(3) in a trade or business of providing flight training, or 
 
"(4) in a trade or business of transporting persons or property for compensation or hire. 
 
"SEC. 4004. RULES APPLICABLE TO SUBPART A. 



 
"(a) Exemption for Law Enforcement Uses, Etc. -- No tax shall be imposed under this 
subpart on the sale of any article -- 
 
"(1) to the Federal Government, or a State or local government, for use exclusively in 
police, firefighting, search and rescue, or other law enforcement or public safety 
activities, or 
 
"(2) to any person for use exclusively in providing emergency medical services. 
 
"(b) Separate Purchase of Article and Parts and Accessories Therefor. -- Under 
regulations prescribed by the Secretary -- 
 
"(1) In general. -- Except as provided in paragraph (2), if -- 
 
"(A) the owner, lessee, or operator of any article taxable under this subpart (determined 
without regard to price) installs (or causes to be installed) any part or accessory on such 
article, and 
 
"(B) such installation is not later than the date 6 months after the date the article was 1st  
placed in service,  
 
then there is hereby imposed on such installation a tax equal to 10 percent of the price of 
such part or accessory and its installation. 
 
"(2) Limitation. -- The tax imposed by paragraph (1) on the installation of any part or 
accessory shall not exceed 10 percent of the excess (if any) of -- 
 
"(A) the sum of -- 
 
"(i) the price of such part or accessory and its installation, 
 
"(ii) the aggregate price of the parts and accessories (and their installation) installed 
before such part or accessory, plus 
 
"(iii) the price for which the passenger vehicle, boat, or aircraft was sold, over 
 
"(B) $100,000 ($30,000 in the case of a passenger vehicle). 
 
"(3) Exceptions. -- Paragraph (1) shall not apply if -- 
 
[*H10241] "(A) the part or accessory installed is a replacement part or accessory, or 
 
"(B) the aggregate price of the parts and accessories (and their installation) described in 
paragraph (1) with respect to the taxable article does not exceed $200 (or such other 
amount or amounts as the Secretary may by regulation prescribe). 



 
"(4) Installers secondarily liable for tax. -- The owners of the trade or business installing 
the parts or accessories shall be secondarily liable for the tax imposed by this subsection. 
 
"(c) Imposition of Tax on Sales, Etc., Within 2 Years of Articles Purchased Tax-Free. -- 
 
"(1) In general. -- If -- 
 
"(A) no tax was imposed under this subchapter on the 1st retail sale of any article by 
reason of its exempt use, and 
 
"(B) within 2 years after the date of such 1st retail sale, such article is resold by the 
purchaser or such purchaser makes a substantial non-exempt use of such article, 
then such sale or use of such article by such purchaser shall be treated as the 1st retail 
sale of such article for a price equal to its fair market value at the time of such sale or use. 
 
"(2) Exempt use. -- For purposes of this subsection, the term 'exempt use' means any use 
of an article if the 1st retail sale of such article is not taxable under this subchapter by 
reason of such use. 
 
"Subpart B -- Jewelry and Furs 
 
"Sec. 4006. Jewelry. 
 
"Sec. 4007. Furs. 
 
"SEC. 4006. JEWELRY. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any jewelry a 
tax equal to 10 percent of the price for which so sold to the extent such price exceeds 
$5,000. 
 
"(b) Jewelry. -- For purposes of subsection (a), the term 'jewelry' means all articles 
commonly or commercially known as jewelry, whether real or imitation, including 
watches. 
 
"(c) Manufacture From Customer's Material. -- If -- 
 
"(1) a person who in the course of a trade or business produces jewelry from material 
furnished directly or indirectly by a customer, and 
 
"(2) the jewelry so manufactured is for the use of, and not for resale by, such customer, 
the delivery of such jewelry to such customer shall be treated as the 1st retail sale of such 
jewelry for a price equal to its fair market value at the time of such delivery. 
 
"SEC. 4007. FURS. 



 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of the following 
articles a tax equal to 10 percent of the price for which so sold to the extent such price 
exceeds $5,000: 
 
"(1) Articles made of fur on the hide or pelt. 
 
"(2) Articles of which such fur is a major component. 
 
"(b) Manufacture From Customer's Material. -- If -- 
 
"(1) a person who in the course of a trade or business produces an article of the kind 
described in subsection (a) from fur on the hide or pelt furnished, directly or indirectly, 
by a customer, and 
 
"(2) the article is for the use of, and not for resale by, such customer, 
the delivery of such article to such customer shall be treated as the 1st retail sale of such 
article for a price equal to its fair market value at the time of such delivery. 
 
"PART II -- RULES OF GENERAL APPLICABILITY 
 
"Sec. 4011. Definitions and special rules. 
 
"SEC. 4011. DEFINITIONS AND SPECIAL RULES. 
 
"(a) 1st Retail Sale. -- For purposes of this subchapter, the term '1st retail sale' means the 
1st sale, for a purpose other than resale, after manufacture, production, or importation. 
 
"(b) Use Treated As Sale. -- 
 
"(1) In general. -- If any person uses an article taxable under this subchapter (including 
any use after importation) before the 1st retail sale of such article, then such person shall 
be liable for tax under this subchapter in the same manner as if such article were sold at 
retail by him. 
 
"(2) Exemption for further manufacture. -- Paragraph (1) shall not apply to use of an 
article as material in the manufacture or production of, or as a component part of, another 
article taxable under this subchapter to be manufactured or produced by him. 
 
"(3) Computation of tax. -- In the case of any person made liable for tax by paragraph (1), 
the tax shall be computed on the price at which similar articles are sold at retail in the 
ordinary course of trade, as determined by the Secretary. 
 
"(c) Leases Considered as Sales. -- For purposes of this subchapter -- 
 
"(1) In general. -- Except as otherwise provided in this subsection, the lease of an article 



(including any renewal or any extension of a lease or any subsequent lease of such 
article) by any person shall be considered a sale of such article at retail. 
 
"(2) Special rules for certain leases of passenger vehicles, boats, and aircraft. -- 
 
"(A) Tax not imposed on sale for leasing in a qualified lease. -- The sale of a passenger 
vehicle, boat, or aircraft to a person engaged in a leasing or rental trade or business of the 
article involved for leasing by such person in a qualified lease shall not be treated as the 
1st retail sale of such article. 
 
"(B) Qualified lease. -- For purposes of subparagraph (A), the term 'qualified lease' 
means -- 
 
"(i) any lease in the case of a boat or an aircraft, and 
 
"(ii) any long-term lease (as defined in section 4052) in the case of any passenger vehicle. 
 
"(C) Special rules. -- In the case of a qualified lease of an article which is treated as the 
1st retail sale of such article -- 
 
"(i) Determination of price. -- The tax under this chapter shall be computed on the lowest 
price for which the article is sold by retailers in the ordinary course of trade. 
 
"(ii) Payment of tax. -- Rules similar to the rules of section 4217(e)(2) shall apply. 
 
"(iii) No tax where exempt use by lessee. -- No tax shall be imposed on any lease 
payment under a qualified lease if the lessee's use of the article under such lease is an 
exempt use (as defined in section 4004(c)) of such article. 
 
"(d) Determination of Price. -- 
 
"(1) In general. -- In determining price for purposes of this subchapter -- 
 
"(A) there shall be included any charge incident to placing the article in condition ready 
for use, 
 
"(B) there shall be excluded -- 
 
"(i) the amount of the tax imposed by this subchapter, 
 
"(ii) if stated as a separate charge, the amount of any retail sales tax imposed by any State 
or political subdivision thereof or the District of Columbia, whether the liability for such 
tax is imposed on the vendor or vendee, 
 
"(iii) the value of any component of such article if -- 
 



"(I) such component is furnished by the 1st user of such article, and 
 
"(II) such component has been used before such furnishing, and 
 
"(C) the price shall be determined without regard to any trade-in. 
Subparagraph (B)(iii) shall not apply for purposes of the taxes imposed by sections 4006 
and 4007. 
 
"(2) Other rules. -- Rules similar to the rules of paragraphs (2) and (4) of section 4052(b) 
shall apply for purposes of this subchapter. 
 
"(e) Parts and Accessories Sold With Taxable Article. -- Parts and accessories sold on, in 
connection with, or with the sale of any article taxable under this subchapter shall be 
treated as part of the article. 
 
"(f) Partial Payments, Etc. -- In the case of a contract, sale, or arrangement described in 
paragraph (2), (3), or (4) of section 4216(c), rules similar to the rules of section 
4217(e)(2), and of section 4216(d), shall apply for purposes of this subchapter." 
 
(b) Exemption for Exports. -- 
 
(1) The material preceding paragraph (1) of section 4221(a) is amended by striking 
"section 4051" and inserting "subchapter A or C of chapter 31". 
 
(2) Subsection (a) of section 4221 is amended by adding at the end thereof the following 
new sentence: "In the case of taxes imposed by subchapter A of chapter 31, paragraphs 
(1), (3), (4), and (5) shall not apply." 
 
(c) Exemption for Sales to the United States. -- Section 4293 is amended by inserting 
"subchapter A of chapter 31," before "section 4041". 
 
(d) Technical Amendments. -- 
 
(1) Subsection (c) of section 4221 is amended by striking "section 4053(a)(6)" and 
inserting "section 4001(c), 4002(b), 4003(c), 4004(a), or 4053(a)(6)". 
 
(2) Paragraph (1) of section 4221(d) is amended by striking "the tax imposed by section 
4051" and inserting "taxes imposed by subchapter A or C of chapter 31". 
 
(3) Subsection (d) of section 4222 is amended by striking "sections 4053(a)(6)" and 
inserting "sections 4001(c), 4002(b), 4003(c), 4004(a), 4053(a)(6)". 
 
(e) Clerical Amendment. -- The table of subchapters for chapter 31 is amended to read as 
follows: 
 
"Subchapter A. Certain luxury items. 



"Subchapter B. Special fuels. 
 
"Subchapter C. Heavy trucks and trailers." 
 
(f) Effective Date. -- The amendments made by this section shall take effect on January 1, 
1991. 
 
PART IV -- TAX ON REFINED PETROLEUM PRODUCTS 
 
SEC. 13231. TAX ON REFINED PETROLEUM PRODUCTS. 
 
(a) In General. -- Chapter 36 (relating to other excise taxes) is amended by redesignating 
subchapters A and B as subchapters B and C, respectively, and by inserting before 
subchapter B (as so redesignated) the following new subchapter: 
 
"Subchapter A -- Refined Petroleum Products 
 
"Sec. 4441. Imposition of tax. 
 
"Sec. 4442. Exceptions. 
 
"Sec. 4443. Definitions and special rules. 
 
"SEC. 4441. IMPOSITION OF TAX. 
 
"(a) General Rule. -- There is hereby imposed a tax of 84 cents per barrel on any taxable 
refined petroleum product removed (or, if earlier, sold) by the refiner or importer thereof 
or the terminal operator. 
 
"(b) Use Tax. -- 
 
[*H10242] "(1) General rule. -- If -- 
 
"(A) any taxable refined petroleum product is used as a fuel other than in a qualified use 
(as defined in section 4442(b)), and 
 
"(B) before such use, no tax was imposed by subsection (a) on such petroleum product, 
 
then there is hereby imposed a tax of 84 cents per barrel on the use of such petroleum 
product. 
 
"(2) Otherwise taxable event occurring before effective date. -- The tax imposed by this 
subsection shall not apply to any use if no tax would be imposed by this subsection on 
such use were this subchapter in effect for all periods before January 1, 1991. 
 



"(c) Bulk Transfer to Terminal Operator. -- For purposes of subsection (a), the bulk 
transfer of any taxable refined petroleum product by a refiner or importer shall not be 
considered a removal or sale of such product by such refiner or importer. 
 
"SEC. 4442. EXCEPTIONS. 
 
"(a) Exports. -- 
 
"(1) Tax-free sales. -- No tax shall be imposed by section 4441 on any taxable refined 
petroleum product – 
 
"(A) which is exported from the United States by the person otherwise liable for such tax, 
or 
 
"(B) which is to be sold for export from the United States by the purchaser or by any 
subsequent purchaser. 
 
"(2) Credit or refund where prior tax imposed. -- 
 
"(A) In general. -- Except as provided in subparagraph (B), if any tax was imposed by 
section 4441 with respect to any taxable refined petroleum product and such product is 
exported by any person, credit or refund (without interest) of such tax shall be allowed or 
made to the person who paid such tax. 
 
"(B) Condition of allowance. -- No credit or refund shall be allowed or made under 
subparagraph 
 
(A) unless the person who paid the tax establishes that -- 
 
"(i) he has repaid or agreed to repay the amount of the tax to the person who exported the 
taxable refined petroleum product, or 
 
"(ii) he has obtained the written consent of such exporter to the allowance of the credit or 
the making of the refund. 
 
"(C) Refunds directly to exporter. -- Rules similar to the rules of section 4662(e)(3) shall 
apply to the tax imposed by section 4441. 
 
"(b) Feedstock and Manufacturing Uses. -- 
 
"(1) Tax-free sales. -- No tax shall be imposed by section 4441 with respect to any 
taxable refined petroleum product -- 
 
"(A) which is to be used by the person otherwise liable for such tax in a qualified use, or 
 



"(B) which is to be sold for a qualified use by the purchaser or by any subsequent 
purchaser. 
 
"(2) Credit or refund where prior tax imposed. -- 
 
"(A) In general. -- Except as provided in subparagraph (B), if any tax was imposed by 
section 4441 with respect to any taxable refined petroleum product which is used by any 
person in a qualified use, credit or refund (without interest) of such tax shall be allowed 
or made to the person who paid such tax. 
 
"(B) Condition of allowance. -- Rules similar to the rules of subparagraphs (B) and (C) of 
subsection (a)(1) shall apply for purposes of subparagraph (A). 
 
"(3) Qualified use. -- For purposes of this subsection -- 
 
"(A) In general. -- The term 'qualified use' means -- 
 
"(i) any use as a feedstock in the manufacture or production of any item other than a fuel, 
or 
 
"(ii) any use as a fuel directly to operate any equipment (other than a motor vehicle or 
motorboat) used as an integral part of the manufacture or production of any tangible 
personal property. 
 
"(B) Treatment of farm use. -- Such term includes fuel used on a farm for farming 
purposes (within the meaning of section 6420(c)) other than fuel used in a highway 
vehicle on the highways. 
 
"(C) Fuel used in construction excluded. -- Such term shall not include any fuel used in 
construction. 
 
"(c) Registration and Other Requirements. -- 
 
"(1) In general. -- To the extent provided by the Secretary, subsections (a) and (b) shall 
not apply to any sale unless -- 
 
"(A) both the seller and the purchaser are registered with the Secretary under such terms 
as the Secretary may prescribe, and 
 
"(B) the purchaser's name and address, and the purchaser's registration number for 
purposes of this subchapter, are provided to the seller. 
 
"(2) Information reporting. -- The Secretary may require -- 
 
"(A) information reporting by each remitter of tax imposed by this subchapter, and 
 



"(B) information reporting by, and registration of, such other persons as the Secretary 
deems necessary to carry out this subchapter. 
 
"(3) Certain other rules to apply. -- Rules similar to the rules of subsections (b) and (c) of 
section 4221 and section 4223(a) shall apply for purposes of this subchapter. 
 
"SEC. 4443. DEFINITIONS AND SPECIAL RULES. 
 
"(a) Taxable Refined Petroleum Product. -- For purposes of this subchapter -- 
 
"(1) In general. -- The term 'taxable refined petroleum product' means any petroleum 
product other than -- 
 
"(A) crude oil, 
 
"(B) waxes, 
 
"(C) lubricating oils, and 
 
"(D) asphalt. 
 
"(2) Exception for home heating oil. -- The term 'taxable refined petroleum product' does 
not include any fuel which the Secretary determines is destined for use as home heating 
oil. 
 
"(3) Exception for certain feedstocks. -- The term 'taxable refined petroleum product' 
shall not include any product if there is in effect a determination by the Secretary that -- 
 
"(A) 90 percent of the use of the product in the United States is expected to be a use 
described in section 4442(b)(3)(A)(i), and 
 
"(B) taking into account the protection of revenues to the United States from this 
subchapter and the ease of administration for both taxpayers and the Secretary, the tax 
imposed by this section should not apply. 
 
Any such determination or revocation thereof shall be published in the Federal Register. 
 
"(b) Coordination with other fuels taxes. -- For purposes of this subchapter -- 
 
"(1) Exception for liquids otherwise taxed. -- The term 'taxable refined petroleum 
product' does not include any liquid on which tax is imposed under section 4041, 4042, 
4081, or 4091 (or would be so imposed but for its use in a qualified use). 
 
"(2) Limitation on exemptions. -- Notwithstanding any other provision of this title, no 
exemption or credit shall be allowed (or refund made) by reason of any use of any liquid 



subject to tax under section 4041, 4042, 4081, or 4092 to the extent of 2 cents per gallon 
unless such use is a qualified use. 
 
"(c) Barrel. -- For purposes of this subchapter -- 
 
"(1) Definition. -- The term 'barrel' means 42 United States gallons measured at 60 
degrees Fahrenheit. 
 
"(2) Fractional part of barrel. -- In the case of a fraction of a barrel, the tax imposed by 
section 4441 shall be the same fraction of the amount of such tax imposed on a whole 
barrel. 
 
"(d) Disposition of Revenues to Puerto Rico and the Virgin Islands. -- The provisions of 
subsections (a)(3) and (b)(3) of section 7652 shall not apply to any tax imposed by this 
subchapter. 
 
"(e) Tax Imposed Only Once. -- No tax shall be imposed by section 4441 with respect to 
any taxable refined petroleum product if the person who would (but for this subsection) 
be liable for such tax establishes that a prior tax has been imposed by such section (and 
not credited or refunded) with respect to such product." 
 
(b) Deposits for 1st Quarter of 1991. -- No deposit of any tax imposed by subchapter A of 
chapter 36 of the Internal Revenue Code of 1986, as added by this section, shall be 
required to be made before April 1, 1991. 
 
(c) Technical Amendments. –  
 
(1) Subparagraph (A) of section 9505(c)(3) is amended by striking "subchapter A" and 
inserting "subchapter B". 
 
(2) The table of subchapters for chapter 36 is amended by striking the items relating to 
subchapters A and B and inserting the following: 
 
"Subchapter A. Refined petroleum products. 
 
"Subchapter B. Harbor maintenance tax. 
 
"Subchapter C. Transportation by water." 
 
(d) Effective Date. -- The amendments made by this section shall take effect on January 
1, 1991. 
 
(e) Floor Stocks Tax. -- 
 
(1) Imposition of tax. -- There is hereby imposed a tax on any taxable refined petroleum 
product which on January 1, 1991, is held by any person. 



 
(2) Amount of Tax. -- The amount of the tax imposed by paragraph (1) on each barrel of 
a taxable refined petroleum product shall be the amount which would be imposed under 
section 4441 of the Internal Revenue Code of 1986 (as added by this section) on such 
product if such product were removed and sold by the refiner or importer on January 1, 
1991. 
 
(3) Liability for tax and method of payment. -- 
 
(A) Liability for tax. -- A person holding any taxable refined petroleum product on 
January 1, 1991, to which the tax imposed by paragraph (1) applies shall be liable for 
such tax. 
 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe. 
 
(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before 
June 30, 1991. 
 
(4) Definitions. -- For purposes of this subsection -- 
 
(A) In general. -- Terms used in this subsection which are also used in subchapter A of 
chapter 36 of such Code shall have the same meanings as when used in such subchapter. 
 
(B) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(5) Exception for fuels held for sale for export or qualified use. -- The tax imposed by 
paragraph (1) shall not apply to any refined petroleum product held for sale for export or 
for any qualified use. 
 
(6) Exception for certain amounts of product. -- 
 
[*H10243] (A) In general. -- No tax shall be imposed by paragraph (1) on any taxable 
refined petroleum product held on January 1, 1991, by any person if -- 
 
(i) the aggregate amount of such product held by such person on such date does not 
exceed 2,000 gallons, and 
 
(ii) such person submits to the Secretary (at the time and in the manner required by the 
Secretary) such information as the Secretary shall require for purposes of this paragraph. 
 
(B) Exempt products. -- For purposes of subparagraph (A), there shall not be taken into 
account fuel held by any person which is exempt from the tax imposed by paragraph (1) 
by reason of paragraph (5). 
 



(C) Controlled groups. -- For purposes of this paragraph, rules similar to the rules of 
paragraph (6) of section 20201(e) of this Act shall apply. 
 
(7) Other laws applicable. -- All provisions of law, including penalties, applicable with 
respect to the taxes imposed by section 4441 of such Code (as added by this section) 
shall, insofar as applicable and not inconsistent with the provisions of this section, apply 
in respect of the tax imposed by paragraph (1) to the same extent as if such tax were 
imposed by such section 4441. 
 
Subtitle C -- Other Revenue Increases 
 
PART I -- INSURANCE PROVISIONS 
 
Subpart A -- Provisions Related to Policy Acquisition Costs 
 
SEC. 13301. CAPITALIZATION OF POLICY ACQUISITION EXPENSES. 
 
(a) General Rule. -- Part III of subchapter L of chapter 1 (relating to provisions of general 
application) is amended by adding at the end thereof the following new section: 
 
"SEC. 848. CAPITALIZATION OF CERTAIN POLICY ACQUISITION EXPENSES. 
 
"(a) General Rule. -- In the case of an insurance company -- 
 
"(1) specified policy acquisition expenses for any taxable year shall be capitalized, and 
 
"(2) such expenses shall be allowed as a deduction ratably over the 120-month period 
beginning with the first month in the second half of such taxable year. 
 
"(b) Specified Policy Acquisition Expenses. -- For purposes of this section -- 
 
"(1) In general. -- The term 'specified policy acquisition expenses' means, with respect to 
any taxable year, so much of the general deductions for such taxable year as does not 
exceed the sum of -- 
 
"(A) 1.4 percent of the net premiums for such taxable year on specified insurance 
contracts which are annuity contracts, 
 
"(B) 1.65 percent of the net premiums for such taxable year on specified insurance 
contracts which are group life insurance contracts, and 
 
"(C) 6.25 percent of the net premiums for such taxable year on specified insurance 
contracts not described in subparagraph (A) or (B). 
 
"(2) General deductions. -- The term 'general deductions' means the deductions provided 
in part VI of subchapter B (sec. 161 and following, relating to itemized deductions) and 



in part I of subchapter D (sec. 401 and following, relating to pension, profit sharing, stock 
bonus plans, etc.). 
 
"(c) Net Premiums. -- For purposes of this section -- 
 
"(1) In general. -- The term 'net premiums' means, with respect to any category of 
specified insurance contracts set forth in subsection (b)(1), the excess (if any) of -- 
 
"(A) the gross amount of premiums and other consideration on such contracts, over 
 
"(B) return premiums on such contracts and premiums and other consideration incurred 
for reinsurance of such contracts. The rules of section 803(b) shall apply for purposes of 
the preceding sentence. 
 
"(2) Amounts determined on accrual basis. -- In the case of an insurance company subject 
to tax under part II of this subchapter, all computations entering into determinations of 
net premiums for any taxable year shall be made in the manner required under section 
811(a) for life insurance companies. 
 
"(3) Treatment of certain policyholder dividends and similar amounts. -- Net premiums 
shall be determined without regard to section 808(e) and without regard to other similar 
amounts treated as paid to, and returned by, the policyholder. 
 
"(4) Special rule for certain reinsurance. -- Premiums and other consideration incurred for 
reinsurance shall be taken into account under paragraph (1)(B) only to the extent such 
premiums and other consideration are includible in the gross income of an insurance 
company taxable under this subchapter or are subject to tax under this chapter by reason 
of subpart F of part III of subchapter N. 
 
"(d) Classification of Contracts. -- For purposes of this section -- 
 
"(1) Specified insurance contract. -- 
 
"(A) In general. -- Except as otherwise provided in this paragraph, the term 'specified 
insurance contract' means any life insurance, annuity, or noncancellable accident and 
health insurance contract (including any life insurance or annuity contract combined with 
noncancellable accident and health insurance). 
 
"(B) Exceptions. -- The term 'specified insurance contract' shall not include -- 
 
"(i) any pension plan contract (as defined in section 818(a)), and 
 
"(ii) any flight insurance or similar contract. 
 
"(2) Group life insurance contract. -- The term 'group life insurance contract' means any 
life insurance contract -- 



 
"(A) which covers a group of individuals defined by reference to employment 
relationship, membership in an organization, or similar factor, 
 
"(B) the premiums for which are determined on a group basis, and 
 
"(C) the proceeds of which are payable to (or for the benefit of) persons other than the 
employer of the insured, an organization to which the insured belongs, or other similar 
person. 
 
"(3) Treatment of annuity contracts combined with noncancellable accident and health 
insurance. -- Any annuity contract combined with noncancellable accident and health 
insurance shall be treated as a noncancellable accident and health insurance contract and 
not as an annuity contract. 
 
"(4) Treatment of guaranteed renewable contracts. -- The rules of section 816(e) shall 
apply for purposes of this section. 
 
"(5) Treatment of reinsurance contract. -- A contract which reinsures another contract 
shall be treated in the same manner as the reinsured contract. 
 
"(e) Special Rule Where Negative Net Premiums. -- 
 
"(1) In general. -- If for any taxable year there is a negative capitalization amount with 
respect to any category of specified insurance contracts set forth in subsection (b)(1) -- 
 
"(A) the amount otherwise required to be capitalized under this section for such taxable 
year with respect to any other category of specified insurance contracts shall be reduced 
(but not below zero) by such negative capitalization amount, and 
 
"(B) such negative capitalization amount (to the extent not taken into account under 
subparagraph (A)) -- 
 
"(i) shall reduce (but not below zero) the unamortized balance (as of the beginning of 
such taxable year) of the amounts previously capitalized under subsection (a) (beginning 
with the amount capitalized for the most recent taxable year), and 
 
"(ii) to the extent taken into account as such a reduction, shall be allowed as a deduction 
for such taxable year. 
 
"(2) Negative capitalization amount. -- For purposes of paragraph (1), the term 'negative 
capitalization amount' means, with respect to any category of specified insurance 
contracts, the percentage (applicable under subsection (b)(1) to such category) of the 
amount (if any) by which -- 
 



"(A) the amount determined under subparagraph (B) of subsection (c)(1) with respect to 
such category, exceeds 
 
"(B) the amount determined under subparagraph (A) of subsection (c)(1) with respect to 
such category. 
 
"(f) Treatment of Certain Ceding Commissions. -- Nothing in any provision of law (other 
than this section) shall require the capitalization of any ceding commission incurred on or 
after September 30, 1990, under any reinsurance contract. 
 
"(g) Transitional Rule. -- In the case of any taxable year which includes September 30, 
1990, the amount taken into account as the net premiums (or negative capitalization 
amount) with respect to any category of specified insurance contracts shall be the amount 
which bears the same ratio to the amount which (but for this subsection) would be so 
taken into account as the number of days in such taxable year on or after September 30, 
1990, bears to the total number of days in such taxable year." 
 
(b) Repeal of Special Treatment of Acquisition Expenses Under Minimum Tax. -- 
Paragraph (4) of section 56(g) is amended by striking subparagraph (F) and redesignating 
subparagraphs (G) and (H) as subparagraphs (F) and (G), respectively. 
 
(c) Clerical Amendment. -- The table of sections for part III of subchapter L of chapter 1 
is amended by adding at the end thereof the following new item: 
 
"Sec. 848. Capitalization of certain policy acquisition expenses." 
 
(d) Effective Date. -- 
 
(1) In general. -- The amendments made by subsections (a) and (c) shall apply to taxable 
years ending on or after September 30, 1990. Any capitalization required by reason of 
such amendments shall not be treated as a change in method of accounting for purposes 
of the Internal Revenue Code of 1986. 
 
(2) Subsection (b). -- 
 
(A) In general. -- The amendment made by subsection (b) shall apply to taxable years 
beginning on or after September 30, 1990. 
 
(B) Special rules for year which includes september 30, 1990. -- In the case of any 
taxable year which includes September 30, 1990, the amount of acquisition expenses 
which is required to be capitalized under section 56(g)(4)(F) of the Internal Revenue 
Code of 1986 (as in effect before the amendment made by subsection (b)) shall be the 
amount which bears the same ratio to the amount which (but for this subparagraph) 
would be so required to be capitalized as the number of days in such taxable year before 
September 30, 1990, bears to the total number of days in such taxable year. A similar 



reduction shall be made in the amount amortized for such taxable year under such section 
56(g)(4)(F). 
 
SEC. 13302. TREATMENT OF CERTAIN NONLIFE RESERVES OF LIFE 
INSURANCE COMPANIES. 
 
(a) General Rule. -- Subsection (e) of section 807 (relating to special rules for computing 
[*H10244] reserves) is amended by adding at the end thereof the following new 
paragraph: 
 
"(7) Special rules for treatment of certain nonlife reserves. -- 
 
"(A) In general. -- The amount taken into account for purposes of subsection (a) and (b) 
as -- 
 
"(i) the opening balance of the items referred to in subparagraph (C), and 
 
"(ii) the closing balance of such items, 
 
shall be 80 percent of the amount which (without regard to this subparagraph) would 
have been taken into account as such opening or closing balance, as the case may be. 
 
"(B) Transitional rule. -- 
 
"(i) In general. -- In the case of any taxable year beginning on or after September 30, 
1990, and on or before September 30, 1996, there shall be included in the gross income 
of any life insurance company an amount equal to 31/3 percent of such company's 
closing balance of the items referred to in subparagraph (C) for its most recent taxable 
year beginning before September 30, 1990. 
 
"(ii) Termination as life insurance company. -- Except as provided in section 381(c)(22), 
if, for any taxable year beginning on or before September 30, 1996, the taxpayer ceases to 
be a life insurance company, the aggregate inclusions which would have been made 
under clause (i) for such taxable year and subsequent taxable years but for such cessation 
shall be taken into account for the taxable year preceding such cessation year. 
 
"(C) Description of items. -- For purposes of this paragraph, the items referred to in this 
subparagraph are the items described in subsection (c) which consist of unearned 
premiums and premiums received in advance under insurance contracts not described in 
section 816(b)(1)(B)." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to taxable years 
beginning on or after September 30, 1990. 
 
SEC. 13303. TREATMENT OF LIFE INSURANCE RESERVES OF INSURANCE 
COMPANIES WHICH ARE NOT LIFE INSURANCE COMPANIES. 



 
(a) General Rule. -- Paragraph (4) of section 832(b) (defining premiums earned) is 
amended by striking "section 807, pertaining" and all that follows down through the 
period at the end of the first sentence which follows subparagraph (C) and inserting 
"section 807.". 
 
(b) Technical Amendment. -- Subparagraph (A) of section 832(b)(7) is amended -- 
 
(1) by striking "amounts included in unearned premiums under the 2nd sentence of such 
subparagraph" and inserting "insurance contracts described in section 816(b)(1)(B)", and 
 
(2) by striking "such amounts into account" and inserting "such contracts into account". 
 
(c) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning on or after September 30, 1990. 
 
Subpart B -- Treatment of Salvage Recoverable 
 
SEC. 13305. TREATMENT OF SALVAGE RECOVERABLE. 
 
(a) General Rule. -- Subparagraph (A) of section 832(b)(5) (defining losses incurred) is 
amended to read as follows: 
 
"(A) In general. -- The term 'losses incurred' means losses incurred during the taxable 
year on insurance contracts computed as follows: 
 
"(i) To losses paid during the taxable year, deduct salvage and reinsurance recovered 
during the taxable year. 
 
"(ii) To the result so obtained, add all unpaid losses on life insurance contracts plus all 
discounted unpaid losses (as defined in section 846) outstanding at the end of the taxable 
year and deduct all unpaid losses on life insurance contracts plus all discounted unpaid 
losses outstanding at the end of the preceding taxable year. 
 
"(iii) To the results so obtained, add estimated salvage and reinsurance recoverable as of 
the end of the preceding taxable year and deduct estimated salvage and reinsurance 
recoverable as of the end of the taxable year. 
 
The Secretary shall by regulations provide that the amounts referred to in clause (iii) shall 
be determined on a discounted basis in accordance with procedures established in such 
regulations." 
 
(b) Conforming Amendment. -- Subsection (g) of section 846 is amended by adding 
"and" at the end of paragraph (1), by striking paragraph (2), and by redesignating 
paragraph (3) as paragraph (2). 
 



(c) Effective Date. -- 
 
(1) In general. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1989. 
 
(2) Amendments treated as change in method of accounting. -- In the case of any 
taxpayer who is required by reason of the amendments made by this section to change his 
method of computing losses incurred -- 
 
(A) such change shall be treated as a change in a method of accounting, 
 
(B) such change shall be treated as initiated by the taxpayer, 
 
(C) such change shall be treated as having been made with the consent of the Secretary, 
and 
 
(D) the net amount of adjustments required by section 481 of the Internal Revenue Code 
of 1986 to be taken into account by the taxpayer shall be taken into account over a period 
not to exceed 8 taxable years beginning with the taxpayer's first taxable year beginning 
after December 31, 1989. 
 
Subpart C -- Waiver of Estimated Tax Penalties 
 
SEC. 13307. WAIVER OF ESTIMATED TAX PENALTIES. 
 
No addition to tax shall be made under section 6655 of the Internal Revenue Code of 
1986 for any period before March 16, 1991, with respect to any underpayment to the 
extent such underpayment was created or increased by any provision of this part. 
 
PART II -- COMPLIANCE PROVISIONS 
 
SEC. 13311. SUSPENSION OF STATUTE OF LIMITATIONS DURING  
PROCEEDINGS TO ENFORCE CERTAIN SUMMONSES. 
 
(a) General Rule. -- Section 6503 (relating to suspension of running of period of 
limitation) is amended by redesignating subsection (k) as subsection (l) and by inserting 
after subsection (j) the following new subsection: 
 
"(k) Extension in Case of Certain Summonses. -- 
 
"(1) In general. -- If any designated summons is issued by the Secretary with respect to 
any return of tax by a corporation, the running of any period of limitations provided in 
section 6501 on the assessment of such tax shall be suspended -- 
 
"(A) during any judicial enforcement period -- 
 



"(i) with respect to such summons, or 
 
"(ii) with respect to any other summons which is issued during the 30-day period which 
begins on the date on which such designated summons is issued and which relates to the 
same return as such designated summons, and 
 
"(B) if the court in any proceeding referred to in paragraph (3) requires any compliance 
with a summons referred to in subparagraph (A), during the 120-day period beginning 
with the 1st day after the close of the suspension under subparagraph (A). 
 
If subparagraph (B) does not apply, such period shall in no event expire before the 60th 
day after the close of the suspension under subparagraph (A). 
 
"(2) Designated summons. -- For purposes of this subsection -- 
 
"(A) In general. -- The term 'designated summons' means any summons issued for 
purposes of determining the amount of any tax imposed by this title if -- 
 
"(i) such summons is issued at least 60 days before the day on which the period 
prescribed in section 6501 for the assessment of such tax expires (determined with regard 
to extensions), and 
 
"(ii) such summons clearly states that it is a designated summons for purposes of this 
subsection. 
 
"(B) Limitation. -- A summons which relates to any return shall not be treated as a 
designated summons if a prior summons which relates to such return was treated as a 
designated summons for purposes of this subsection. 
 
"(3) Judicial enforcement period. -- For purposes of this subsection, the term 'judicial 
enforcement period' means, with respect to any summons, the period -- 
 
"(A) which begins on the day on which a court proceeding with respect to such summons 
is brought, and 
 
"(B) which ends on the day on which there is a final resolution as to the summoned 
person's response to such summons." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to any tax 
(whether imposed before, on, or after the date of the enactment of this Act) if the period 
prescribed by section 6501 of the Internal Revenue Code of 1986 for the assessment of 
such tax (determined with regard to extensions) has not expired on such date of the 
enactment. 
 
SEC. 13312. ACCURACY-RELATED PENALTY TO APPLY TO SECTION 482 
ADJUSTMENTS. 



 
(a) General Rule. -- Subsection (e) of section 6662 (defining substantial valuation 
overstatement under chapter 1) is amended to read as follows: 
 
"(e) Substantial Valuation Misstatement Under Chapter 1. -- 
 
"(1) In general. -- For purposes of this section, there is a substantial valuation 
misstatement under chapter 1 if -- 
 
"(A) the value of any property (or the adjusted basis of any property) claimed on any 
return of tax imposed by chapter 1 is 200 percent or more of the amount determined to be 
the correct amount of such valuation or adjusted basis (as the case may be), or 
 
"(B)(i) the price for any property or services claimed on any such return in connection 
with any transaction between persons described in section 482 is 200 percent or more (or 
50 percent or less) of the amount determined under section 482 to be the correct amount 
of such price, or 
 
"(ii) the net section 482 transfer price adjustment for the taxable year exceeds 
$10,000,000. 
 
"(2) Limitation. -- No penalty shall be imposed by reason of subsection (b)(3) unless the 
portion of the underpayment for the taxable year attributable to substantial valuation 
misstatements under chapter 1 exceeds $5,000 ($10,000 in the case of a corporation other 
than an S corporation or a personal holding company (as defined in section 542)). 
 
"(3) Net section 482 transfer price adjustment. -- For purposes of this subsection, the term 
'net section 482 transfer price adjustment' means, with respect to any taxable year, the net 
increase in taxable [*H10245] income for the taxable year (determined without regard to 
any amount carried to such taxable year from another taxable year) resulting from 
adjustments under section 482 in the transfer price for any property or services. For 
purposes of the preceding sentence, rules similar to the rules of the last sentence of 
section 55(b)(2) shall apply." 
 
(b) Conforming Amendments. -- 
 
(1) Paragraph (3) of section 6662(b) is amended to read as follows: 
 
"(3) Any substantial valuation misstatement under chapter 1." 
 
(2) Subparagraph (A) of section 6662(h)(2) is amended to read as follows: 
 
"(A) any substantial valuation misstatement under chapter 1 as determined under 
subsection (e) by substituting -- 
 
"(i) '400 percent' for '200 percent' each place it appears, 



"(ii) '25 percent' for '50 percent', and 
 
"(iii) '$20,000,000' for '$10,000,000',". 
 
(c) Effective Date. -- The amendments made by this section shall apply to taxable years 
ending after the date of the enactment of this Act. 
 
SEC. 13313. TREATMENT OF PERSONS PROVIDING SERVICES. 
 
(a) General Rule. -- Subsection (n) of section 6103 (relating to certain other persons) is 
amended -- 
 
(1) by striking "and the programming" and inserting "the programming", and 
 
(2) by inserting after "of equipment," the following "and the providing of other services,". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall take effect on the 
date of the enactment of this Act. 
 
SEC. 13314. APPLICATION OF AMENDMENTS MADE BY SECTION 7403 OF 
REVENUE RECONCILIATION ACT OF 1989 TO TAXABLE YEARS BEGINNING 
ON OR BEFORE JULY 10, 1989. 
 
(a) General Rule. -- The amendments made by section 7403 of the Revenue 
Reconciliation Act of 1989 shall apply to -- 
 
(1) any requirement to furnish information under section 6038A(a) of the Internal 
Revenue Code of 1986 (as amended by such section 7403) if the time for furnishing such 
information under such section is after the date of the enactment of this Act, 
 
(2) any requirement under such section 6038A(a) to maintain records which were in 
existence on or after March 20, 1990, 
 
(3) any requirement to authorize a corporation to act as a limited agent under section 
6038A(e)(1) of such Code (as so amended) if the time for authorizing such action is after 
the date of the enactment of this Act, and 
 
(4) any summons issued after such date of enactment, 
without regard to when the taxable year (to which the information, records, authorization, 
or summons relates) began. Such amendments shall also apply in any case to which they 
would apply without regard to this section. 
 
(b) Continuation of Old Failures. -- In the case of any failure with respect to a taxable 
year beginning on or before July 10, 1989, which first occurs on or before the date of the 
enactment of this Act but which continues after such date of enactment, section 
6038A(d)(2) of the Internal Revenue Code of 1986 (as amended by subsection (c) of such 



section 7403) shall apply for purposes of determining the amount of the penalty imposed 
for 30-day periods referred to in such section 6038A(d)(2) which begin after the date of 
the enactment of this Act. 
 
SEC. 13315. OTHER REPORTING REQUIREMENTS. 
 
(a) General Rule. -- Subpart A of part III of subchapter A of chapter 61 (relating to 
information concerning persons subject to special provisions) is amended by inserting 
after section 6038B the following new section: 
 
"SEC. 6038C. INFORMATION WITH RESPECT TO FOREIGN CORPORATIONS 
ENGAGED IN U.S. BUSINESS. 
 
"(a) Requirement. -- If a foreign corporation (hereinafter in this section referred to as the 
'reporting corporation') is engaged in a trade or business within the United States at any 
time during a taxable year -- 
 
"(1) such corporation shall furnish (at such time and in such manner as the Secretary shall 
by regulations prescribe) the information described in subsection (b), and 
 
"(2) such corporation shall maintain (at the location, in the manner, and to the extent 
prescribed in regulations) such records as may be appropriate to determine the liability of 
such corporation for tax under this title as the Secretary shall by regulations prescribe (or 
shall cause another person to so maintain such records). 
 
"(b) Required Information. -- For purposes of subsection (a), the information described in 
this subsection is -- 
 
"(1) the information described in section 6038A(b), and 
 
"(2) such other information as the Secretary may prescribe by regulations relating to any 
item not directly connected with a transaction for which information is required under 
paragraph (1). 
 
"(c) Penalty for Failure To Furnish Information or Maintain Records. -- The provisions of 
subsection (d) of section 6038A shall apply to -- 
 
"(1) any failure to furnish (within the time prescribed by regulations) any information 
described in subsection (b), and 
 
"(2) any failure to maintain (or cause another to maintain) records as required by 
subsection (a), in the same manner as if such failure were a failure to comply with the 
provisions of section 6038A. 
 
"(d) Enforcement of Requests for Certain Records. -- 
 



"(1) Agreement to treat corporation as agent. -- The rules of paragraph (3) shall apply to 
any transaction between the reporting corporation and any related party who is a foreign 
person unless such related party agrees (in such manner and at such time as the Secretary 
shall prescribe) to authorize the reporting corporation to act as such related party's limited 
agent solely for purposes of applying sections 7602, 7603, and 7604 with respect to any 
request by the Secretary to examine records or produce testimony related to any such 
transaction or with respect to any summons by the Secretary for such records or 
testimony. The appearance of persons or production of records by reason of the reporting 
corporation being such an agent shall not subject such persons or records to legal process 
for any purpose other than determining the correct treatment under this title of any 
transaction between the reporting corporation and such related party. 
 
"(2) Rules where information not furnished. -- If -- 
 
"(A) for purposes of determining the amount of the reporting corporation's liability for 
tax under this title, the Secretary issues a summons to such corporation to produce (either 
directly or as an agent for a related party who is a foreign person) any records or 
testimony, 
 
"(B) such summons is not quashed in a proceeding begun under paragraph (4) of section 
6038A(e) (as made applicable by paragraph (4) of this subsection) and is not determined 
to be invalid in a proceeding begun under section 7604(b) to enforce such summons, and 
 
"(C) the reporting corporation does not substantially comply in a timely manner with 
such summons and the Secretary has sent by certified or registered mail a notice to such 
reporting corporation that such reporting corporation has not so substantially complied, 
 
the Secretary may apply the rules of paragraph (3) with respect to any transaction or item 
to which such summons relates (whether or not the Secretary begins a proceeding to 
enforce such summons). If the reporting corporation fails to maintain (or cause another to 
maintain) records as required by subsection (a), and by reason of that failure, the 
summons is quashed in a proceeding described in subparagraph (B) or the reporting 
corporation is not able to provide the records requested in the summons, the Secretary 
may apply the rules of paragraph (3) with respect to any transaction or item to which the 
records relate. 
 
"(3) Applicable rules. -- If the rules of this paragraph apply to any transaction or item, the 
treatment of such transaction (or the amount and treatment of any such item) shall be 
determined by the Secretary in the Secretary's sole discretion from the Secretary's own 
knowledge or from such information as the Secretary may obtain through testimony or 
otherwise. 
 
"(4) Judicial proceedings. -- The provisions of section 6038A(e)(4) shall apply with 
respect to any summons issued under paragraph (2)(A); except that subparagraph (D) of 
such section shall be applied by substituting 'transaction or item' for 'transaction'. 



"(e) Definitions. -- For purposes of this section, the terms 'related party', 'foreign person', 
and 'records' have the respective meanings given to such terms by section 6038A(c)." 
 
(b) Conforming Amendments. -- 
 
(1) Paragraph (1) of section 6038A(a) is amended by striking "or is a foreign corporation 
engaged in trade or business within the United States". 
 
(2) The table of sections for subpart A of part III of subchapter A of chapter 61 is 
amended by inserting after the item relating to section 6038B the following new item: 
 
[*H10277] "Sec. 6038C. Information with respect to foreign corporations engaged in 
U.S. business." 
 
(c) Effective Date. -- The amendments made by this section shall apply to -- 
 
(1) any requirement to furnish information under section 6038C(a) of the Internal 
Revenue Code of 1986 (as added by this section) if the time for furnishing such 
information under such section is after the date of the enactment of this Act, 
 
(2) any requirement under such section 6038C(a) to maintain records which were in 
existence on or after March 20, 1990, 
 
(3) any requirement to authorize a corporation to act as a limited agent under section 
6038C(d)(1) of such Code (as so added) if the time for authorizing such action is after the 
date of the enactment of this Act, and 
 
(4) any summons issued after such date of enactment, 
 
without regard to when the taxable year (to which the information, records, authorization, 
or summons relates) began. 
 
SEC. 13316. STUDY OF SECTION 482. 
 
(a) General Rule. -- The Secretary of the Treasury or his delegate shall conduct a study of 
the application and administration of section 482 of the Internal Revenue Code of 1986. 
Such study shall include examination of -- 
 
[*H10246] (1) the effectiveness of the amendments made by this part in increasing levels 
of compliance with such section 482, 
 
(2) use of advanced determination agreements with respect to issues under such section 
482, 
 
(3) possible legislative or administrative changes to assist the Internal Revenue Service in 
increasing compliance with such section 482, and 



(4) coordination of the administration of such section 482 with similar provisions of 
foreign tax laws and with domestic nontax laws. 
 
(b) Report. -- Not later than March 1, 1992, the Secretary of the Treasury or his delegate 
shall submit to the Committee on Ways and Means of the House of Representatives and 
the Committee on Finance of the Senate a report on the study conducted under subsection 
(a), together with such recommendations as he may deem advisable. 
 
PART III -- EMPLOYER REVERSIONS 
 
Subpart A -- Treatment of Reversions of Qualified Plan Assets to Employers 
 
SEC. 13321. INCREASE IN REVERSION TAX. 
 
Section 4980(a) (relating to tax on reversion of qualified plan assets to employer) is 
amended by striking "15 percent" and inserting "20 percent". 
 
SEC. 13322. ADDITIONAL TAX IF NO REPLACEMENT PLAN. 
(a) In General. -- Section 4980 is amended by adding at the end thereof the following 
new subsection: 
 
"(d) Increase in Tax for Failure to Establish Replacement Plan or Increase Benefits. -- 
 
"(1) In general. -- Subsection (a) shall be applied by substituting '50 percent' for '20 
percent' with respect to any employer reversion from a qualified plan unless -- 
 
"(A) the employer establishes or maintains a qualified replacement plan, or 
 
"(B) the plan provides benefit increases meeting the requirements of paragraph (3). 
 
"(2) Qualified replacement plan. -- For purposes of this subsection, the term 'qualified 
replacement plan' means a qualified plan established or maintained by the employer in 
connection with a qualified plan termination (hereinafter referred to as the 'replacement 
plan') with respect to which the following requirements are met: 
 
"(A) Participation requirement. -- Substantially all of the active participants in the 
terminated plan who remain as employees of the employer after the termination are active 
participants in the replacement plan. 
 
"(B) Asset transfer requirement. -- 
 
"(i) 30 percent cushion. -- A direct transfer from the terminated plan to the replacement 
plan is made before any employer reversion, and the transfer is in an amount equal to the 
excess (if any) of -- 
 



"(I) 30 percent of the maximum amount which the employer could receive as an 
employer reversion without regard to this subsection, over 
 
"(II) the amount determined under clause (ii). 
 
"(ii) Reduction for increase in benefits. -- The amount determined under this clause is an 
amount equal to the present value of the aggregate increases in the nonforfeitable accrued 
benefits under the terminated plan of any participants (including nonactive participants) 
pursuant to a plan amendment which -- 
 
"(I) is adopted during the 60-day period ending on the date of termination of the qualified 
plan, and 
 
"(II) takes effect immediately on the termination date. 
 
"(iii) Treatment of amount transferred. -- In the case of the transfer of any amount under 
clause (i) -- 
 
"(I) such amount shall not be includible in the gross income of the employer, 
 
"(II) no deduction shall be allowable with respect to such transfer, and 
 
"(III) such transfer shall not be treated as an employer reversion for purposes of this 
section. 
 
"(C) Allocation requirements. -- 
 
"(i) In general. -- In the case of any defined contribution plan, the portion of the amount 
transferred to the replacement plan under subparagraph (B)(i) is -- 
 
"(I) allocated under the plan to the accounts of participants in the plan year in which the 
transfer occurs, or 
 
"(II) credited to a suspense account and allocated from such account to accounts of 
participants no less rapidly than ratably over the 7-plan-year period beginning with the 
year of the transfer. 
 
"(ii) Coordination with section 415 limitation. -- If, by reason of any limitation under 
section 415, any amount credited to a suspense account under clause (i)(II) may not be 
allocated to a participant before the close of the 7-year period under such clause -- 
 
"(I) such amount shall be allocated to the accounts of other participants, and 
 
"(II) if any portion of such amount may not be allocated to other participants by reason of 
any such limitation, shall be allocated to the participant as provided in section 415. 
 



"(iii) Treatment of income. -- Any income on any amount credited to a suspense account 
under clause (i)(II) shall be allocated to accounts of participants no less rapidly than 
ratably over the remainder of the period determined under such clause (after application 
of clause (ii)). 
 
"(iv) Unallocated amounts at termination. -- If any amount credited to a suspense account 
under clause (i)(II) is not allocated as of the termination date of the plan -- 
 
"(I) such amount shall be allocated to the accounts of participants as of such date, except 
that any amount which may not be allocated by reason of any limitation under section 
415 shall be allocated to the accounts of other participants, and 
 
"(II) if any portion of such amount may not be allocated to other participants under 
subclause (I) by reason of such limitation, such portion shall be treated as an employer 
reversion to which this section applies. 
 
"(3) Pro rata benefit increases. -- 
 
"(A) In general. -- The requirements of this paragraph are met if a plan amendment to the 
terminated plan is adopted in connection with the termination of the plan which provides 
pro rata increases in the nonforfeitable accrued benefits of all participants (including 
nonactive participants) which -- 
 
"(i) have an aggregate present value not less than 25 percent of the maximum amount 
which the employer could receive as an employer reversion without regard to this 
subsection, and  
 
"(ii) take effect immediately on the termination date. 
 
"(B) Pro rata increase. -- For purposes of subparagraph (A), a pro rata increase is an 
increase in the present value of the nonforfeitable accrued benefit of each participant 
(including nonactive participants) in an amount which bears the same ratio to the 
aggregate amount determined under subparagraph (A)(i) as -- 
 
"(i) the present value of such participant's nonforfeitable accrued benefit (determined 
without regard to this subsection), bears to 
 
"(ii) the aggregate present value of nonforfeitable accrued benefits of the terminated plan 
(as so determined). 
 
Notwithstanding the preceding sentence, the aggregate increases in the nonforfeitable 
accrued benefits of nonactive participants shall not exceed 40 percent of the aggregate 
amount determined under subparagraph (A)(i) by substituting 'equal to' for 'not less than'. 
 
"(4) Coordination with other provisions. -- 
 



"(A) Limitations. -- A benefit may not be increased under paragraph (2)(B)(ii) or (3)(A), 
and an amount may not be allocated to a participant under paragraph (2)(C), if such 
increase or allocation would result in a failure to meet any requirement under section 
401(a)(4) or 415. 
 
"(B) Treatment as employer contributions. -- Any increase in benefits under paragraph 
(2)(B)(ii) or (3)(A), or any allocation of any amount (or income allocable thereto) to any 
account under paragraph (2)(C), shall be treated as an annual benefit or annual addition 
for purposes of section 415. 
 
"(C) 10-year participation requirement. -- Except as provided by the Secretary, section 
415(b)(5)(D) shall not apply to any increase in benefits by reason of this subsection to the 
extent that the application of this subparagraph does not discriminate in favor of highly 
compensated employees (as defined in section 414(q)). 
 
"(5) Definitions and special rules. -- For purposes of this subsection -- 
 
"(A) Nonactive participant. -- The term 'nonactive participant' means an individual who -- 
 
"(i) is a participant in pay status as of the termination date, 
 
"(ii) is a beneficiary who has a nonforfeitable right to an accrued benefit under the 
terminated plan as of the termination date, or 
 
"(iii) is a participant not described in clause (i) or (ii) -- 
 
"(I) who has a nonforfeitable right to an accrued benefit under the terminated plan as of 
the termination date, and 
 
"(II) whose service, which was creditable under the terminated plan, terminated during 
the period beginning 3 years before the termination date and ending with the date on 
which the final distribution of assets occurs. 
 
"(B) Present value. -- Present value shall be determined as of the termination date and on 
the same basis as liabilities of the plan are determined on termination. 
 
"(C) Reallocation of increase. -- Except as provided in paragraph (2)(C), if any benefit 
increase is reduced by reason of the last sentence of paragraph (3)(A)(ii) or paragraph (4), 
the amount of such reduction shall be allocated to the remaining participants on the same 
basis as other increases (and shall be treated as meeting any allocation requirement of this 
subsection).  
 
"(D) Aggregation of plans. -- The Secretary may provide that 2 or more plans may be 
treated as 1 plan for purposes of determining whether there is a qualified replacement 
plan under paragraph (2). 



"(6) Subsection not to apply to employer in bankruptcy. -- This subsection shall not apply 
to an employer who, as of the termination date of the qualified plan, is in bankruptcy 
liquidation under chapter 7 of title 11 of the United States Code or in similar proceedings 
under State law." 
 
(b) Amendments to Employee Retirement Income Security Act. -- 
 
(1) Fiduciary responsibility. -- Section 404 of the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1104) is amended by adding at the end thereof the following new 
subsection: 
 
"(d)(1) If, in connection with the termination of a single-employer plan, an employer 
[*H10247] elects to establish or maintain a qualified replacement plan, or to increase 
benefits, as provided under section 4980(d) of the Internal Revenue Code of 1986, a 
fiduciary shall discharge the fiduciary's duties under this title and title IV in accordance 
with the following requirements: 
 
"(A) In the case of a fiduciary of the terminated plan, any requirement -- 
 
"(i) under section 4980(d)(2)(B) of such Code with respect to the transfer of assets from 
the terminated plan to a qualified replacement plan, and 
 
"(ii) under section 4980(d)(2)(B)(ii) or 4980(d)(3) of such Code with respect to any 
increase in benefits under the terminated plan. 
 
"(B) In the case of a fiduciary of a qualified replacement plan, any requirement -- 
 
"(i) under section 4980(d)(2)(A) of such Code with respect to participation in the 
qualified replacement plan of active participants in the terminated plan, 
 
"(ii) under section 4980(d)(2)(B) of such Code with respect to the receipt of assets from 
the terminated plan, and 
 
"(iii) under section 4980(d)(2)(C) of such Code with respect to the allocation of assets to 
participants of the qualified replacement plan. 
 
"(2) For purposes of this subsection -- 
 
"(A) any term used in this subsection which is also used in section 4980(d) of the Internal 
Revenue Code of 1986 shall have the same meaning as when used in such section, and 
 
"(B) any reference in this subsection to the Internal Revenue Code of 1986 shall be a 
reference to such Code as in effect on January 1, 1991." 
 
(2) Conforming amendments. -- 
 



(A) Section 404(a)(1)(D) of such Act (29 U.S.C. 1104(a)(1)(D)) is amended by striking 
"or title IV" and inserting "and title IV". 
 
(B) Section 4044(d)(1) of such Act (29 U.S.C. 1344(d)(1)) is amended by inserting ", 
section 404(d) of this Act, and section 4980(d) of the Internal Revenue Code of 1986 (as 
in effect on January 1, 1991)" after "paragraph (3)". 
 
SEC. 13323. EFFECTIVE DATE. 
 
(a) In General. -- Except as provided in subsection (b), the amendments made by this 
subpart shall apply to reversions occurring after September 30, 1990. 
 
(b) Exception. -- The amendments made by this subpart shall not apply to any reversion 
after September 30, 1990, if -- 
 
(1) in the case of plans subject to title IV of the Employee Retirement Income Security 
Act of 1974, a notice of intent to terminate under such title was provided to participants 
(or if no participants, to the Pension Benefit Guaranty Corporation) before October 1, 
1990, or 
 
(2) in the case of plans subject to title I (and not to title IV) of such Act, a notice of intent 
to reduce future accruals under section 204(h) of such Act was provided to participants in 
connection with the termination before October 1, 1990. 
 
Subpart B -- Transfers to Retiree Health Accounts 
 
SEC. 13325. TRANSFER OF EXCESS PENSION ASSETS TO RETIREE HEALTH 
ACCOUNTS. 
 
(a) In General. -- Part I of subchapter D of chapter 1 (relating to pension, profit-sharing, 
and stock bonus plans) is amended by adding at the end thereof the following new 
subpart: 
 
"Subpart E -- Treatment of Transfers to Retiree Health Accounts 
 
"Sec. 420. Transfers of excess pension assets to retiree health accounts. 
 
"SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS TO RETIREE HEALTH 
ACCOUNTS. 
 
"(a) General Rule. -- If there is a qualified transfer of any excess pension assets of a 
defined benefit plan (other than a multiemployer plan) to a health benefits account which 
is part of such plan -- 
 



"(1) a trust which is part of such plan shall not be treated as failing to meet the 
requirements of subsection (a) or (h) of section 401 solely by reason of such transfer (or 
any other action authorized under this section), 
 
"(2) no amount shall be includible in the gross income of the employer maintaining the 
plan solely by reason of such transfer, 
 
"(3) such transfer shall not be treated -- 
 
"(A) as an employer reversion for purposes of section 4980, or 
 
"(B) as a prohibited transaction for purposes of section 4975, and 
 
"(4) the limitations of subsection (d) shall apply to such employer. 
 
"(b) Qualified Transfer. -- For purposes of this section -- 
 
"(1) In general. -- The term 'qualified transfer' means a transfer -- 
 
"(A) of excess pension assets of a defined benefit plan to a health benefits account which 
is part of such plan in a taxable year beginning after December 31, 1990, 
 
"(B) which does not contravene any other provision of law, and 
 
"(C) with respect to which the plan meets -- 
 
"(i) the use requirements of subsection (c)(1), 
 
"(ii) the vesting requirements of subsection (c)(2), and 
 
"(iii) the minimum benefit requirements of subsection (c)(3). 
 
"(2) Only 1 transfer per year. -- 
 
"(A) In general. -- No more than 1 transfer with respect to any plan during a taxable year 
may be treated as a qualified transfer for purposes of this section. 
 
"(B) Exception. -- A transfer described in paragraph (4) shall not be taken into account 
for purposes of subparagraph (A). 
 
"(3) Limitation on amount transferred. -- The amount of excess pension assets which may 
be transferred in a qualified transfer shall not exceed the amount which is reasonably 
estimated to be the amount the employer maintaining the plan will pay (whether directly 
or through reimbursement) out of such account during the taxable year of the transfer for 
qualified current retiree health liabilities. 
 



"(4) Special rule for 1990. -- 
 
"(A) In general. -- Subject to the provisions of subsection (c), a transfer shall be treated as 
a qualified transfer if such transfer -- 
 
"(i) is made after the close of the taxable year preceding the employer's first taxable year 
beginning after December 31, 1990, and before the earlier of -- 
 
"(I) the due date (including extensions) for the filing of the return of tax for such 
preceding taxable year, or 
 
"(II) the date such return is filed, and 
 
"(ii) does not exceed the expenditures of the employer for qualified current retiree health 
liabilities for such preceding taxable year. 
 
"(B) Reduction in deduction. -- The amount of the deductions otherwise allowable under 
this chapter to an employer for the taxable year preceding the employer's first taxable 
year beginning after December 31, 1990, shall be reduced by the amount of any qualified 
transfer to which this paragraph applies. 
 
"(C) Coordination with reduction rule. -- Subsection (e)(1)(B) shall not apply to a transfer 
described in subparagraph (A). 
 
"(5) Expiration. -- No transfer in any taxable year beginning after December 31, 1995, 
shall be treated as a qualified transfer. 
 
"(c) Requirements of Plans Transferring Assets. -- 
 
"(1) Use of transferred assets. -- 
 
"(A) In general. -- Any assets transferred to a health benefits account in a qualified 
transfer (and any income allocable thereto) shall be used only to pay qualified current 
retiree health liabilities (other than liabilities of key employees not taken into account 
under subsection (e)(1)(D)) for the taxable year of the transfer (whether directly or 
through reimbursement). 
 
"(B) Amounts not used to pay for health benefits. -- 
 
"(i) In general. -- Any assets transferred to a health benefits account in a qualified transfer 
(and any income allocable thereto) which are not used as provided in subparagraph (A) 
shall be transferred out of the account to the transferor plan. 
 
"(ii) Tax treatment of amounts. -- Any amount transferred out of an account under clause 
(i) -- 
 



"(I) shall not be includible in the gross income of the employer for such taxable year, but 
 
"(II) shall be treated as an employer reversion for purposes of section 4980 (without 
regard to subsection (d) thereof). 
 
"(C) Ordering rule. -- For purposes of this section, any amount paid out of a health 
benefits account shall be treated as paid first out of the assets and income described in 
subparagraph (A). 
 
"(2) Requirements relating to pension benefits accruing before transfer. -- 
 
"(A) In general. -- The requirements of this paragraph are met if the plan provides that the 
accrued pension benefits of any participant or beneficiary under the plan become 
nonforfeitable in the same manner which would be required if the plan had terminated 
immediately before the qualified transfer (or in the case of a participant who separated 
during the 1-year period ending on the date of the transfer, immediately before such 
separation). 
 
"(B) Special rule for 1990. -- In the case of a qualified transfer described in subsection 
(b)(4), the requirements of this paragraph are met with respect to any participant who 
separated from service during the taxable year to which such transfer relates by 
recomputing such participant's benefits [*H10279] as if subparagraph (A) had applied 
immediately before such separation. 
 
"(3) Minimum cost requirements. -- 
 
"(A) In general. -- The requirements of this paragraph are met if each group health plan 
or arrangement under which applicable health benefits are provided provides that the 
applicable employer cost for each taxable year during the benefit maintenance period 
shall not be less than the higher of the applicable employer costs for each of the 2 taxable 
years immediately preceding the taxable year of the qualified transfer. 
 
"(B) Applicable employer cost. -- For purposes of this paragraph, the term 'applicable 
employer cost' means, with respect to any taxable year, the amount determined by 
dividing -- 
 
"(i) the qualified current retiree health liabilities of the employer for such taxable year 
determined -- 
 
"(I) without regard to any reduction under subsection (e)(1)(B), and 
 
"(II) in the case of a taxable year in which there was no qualified transfer, in the same 
manner as if there had been such a transfer at the end of the taxable year, by 
 
"(ii) the number of individuals to whom coverage for applicable health benefits was 
provided during such taxable year. 



 
"(C) Election to compute cost separately. -- An employer may elect to have this 
paragraph applied separately with respect to individuals eligible for benefits under 
[*H10248] title XVIII of the Social Security Act at any time during the taxable year and 
with respect to individuals not so eligible. 
 
"(D) Benefit maintenance period. -- For purposes of this paragraph, the term 'benefit 
maintenance period' means the 5 taxable year period beginning with the taxable year in 
which the qualified transfer occurs. If a taxable year is in 2 or more overlapping benefit 
maintenance periods, this paragraph shall be applied by taking into account the highest 
applicable employer cost required to be provided under subparagraph (A) for such 
taxable year. 
 
"(d) Limitations on Employer. -- For purposes of this title -- 
 
"(1) Deduction limitations. -- No deduction shall be allowed -- 
 
"(A) for the transfer of any amount to a health benefits account in a qualified transfer (or 
any retransfer to the plan under subsection (c)(1)(B)), 
 
"(B) for qualified current retiree health liabilities paid out of the assets (and income) 
described in subsection (c)(1), or 
 
"(C) for any amounts to which subparagraph (B) does not apply and which are paid for 
qualified current retiree health liabilities for the taxable year to the extent such amounts 
are not greater than the excess (if any) of -- 
 
"(i) the amount determined under subparagraph (A) (and income allocable thereto), over 
 
"(ii) the amount determined under subparagraph (B). 
 
"(2) No contributions allowed. -- An employer may not contribute after December 31, 
1990, any amount to a health benefits account or welfare benefit fund (as defined in 
section 419(e)(1)) with respect to qualified current retiree health liabilities for which 
transferred assets are required to be used under subsection (c)(1). 
 
"(e) Definition and Special Rules. -- For purposes of this section -- 
 
"(1) Qualified current retiree health liabilities. -- For purposes of this section -- 
 
"(A) In general. -- The term 'qualified current retiree health liabilities' means, with 
respect to any taxable year, the aggregate amounts (including administrative expenses) 
which would have been allowable as a deduction to the employer for such taxable year 
with respect to applicable health benefits provided during such taxable year if -- 
 
"(i) such benefits were provided directly by the employer, and 



 
"(ii) the employer used the cash receipts and disbursements method of accounting. 
 
For purposes of the preceding sentence, the rule of section 419(c)(3)(B) shall apply. 
 
"(B) Reductions for amounts previously set aside. -- The amount determined under 
subparagraph (A) shall be reduced by any amount previously contributed to a health 
benefits account or welfare benefit fund (as defined in section 419(e)(1)) to pay for the 
qualified current retiree health liabilities. The portion of any reserves remaining as of the 
close of December 31, 1990, shall be allocated on a pro rata basis to qualified current 
retiree health liabilities. 
 
"(C) Applicable health benefits. -- The term 'applicable health benefits' mean health 
benefits or coverage which are provided to -- 
 
"(i) retired employees who, immediately before the qualified transfer, are entitled to 
receive such benefits upon retirement and who are entitled to pension benefits under the 
plan, and 
 
"(ii) their spouses and dependents. 
 
"(D) Key employees excluded. -- If an employee is a key employee (within the meaning 
of section 416(i)(1)) with respect to any plan year ending in a taxable year, such 
employee shall not be taken into account in computing qualified current retiree health 
liabilities for such taxable year or in calculating applicable employer cost under 
subsection (c)(3)(B). 
 
"(2) Excess pension assets. -- The term 'excess pension assets' means the excess (if any) 
of -- 
 
"(A) the amount determined under section 412(c)(7)(A)(ii), over 
 
"(B) the greater of -- 
 
"(i) the amount determined under section 412(c)(7)(A)(i), or 
 
"(ii) 125 percent of current liability (as defined in section 412(c)(7)(B)). 
 
The determination under this paragraph shall be made as of the most recent valuation date 
of the plan preceding the qualified transfer. 
 
"(3) Health benefits account. -- The term "health benefits account" means an account 
established and maintained under section 401(h). 
 
"(4) Coordination with section 412. -- In the case of a qualified transfer to a health 
benefits account -- 



 
"(A) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of section 412(c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(B) the plan shall be treated as having a net experience loss under section 
412(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in 
an amount equal to the amount of such transfer (reduced by any amounts transferred back 
to the pension plan under subsection (c)(1)(B)), except that such section shall be applied 
to such amount by substituting '10 plan years' for '5 plan years'." 
 
(b) Conforming Amendment. -- Section 401(h) is amended by inserting ", and subject to 
the provisions of section 420" after "Secretary". 
 
(c) Effective Date. -- The amendments made by this section shall apply to transfers in 
taxable years beginning after December 31, 1990. 
 
SEC. 13326. APPLICATION OF ERISA TO TRANSFERS OF EXCESS PENSION 
ASSETS TO RETIREE HEALTH ACCOUNTS. 
 
(a) Exclusive Benefit Requirement. -- Section 403(c)(1) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 1103(c)(1)) is amended by inserting ", or under 
section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)" after 
"insured plans)". 
 
(b) Fiduciary Duties. -- Section 404(a)(1) of such Act (29 U.S.C. 1104(a)(1)) is amended 
by inserting "and subject to section 420 of the Internal Revenue Code of 1986 (as in 
effect on January 1, 1991)," after "4044,". 
 
(c) Exemptions From Prohibited Transactions. -- Section 408(b) of such Act (29 U.S.C. 
1108(b)) is amended by adding at the end thereof the following new paragraph: 
 
"(13) Any transfer in a taxable year beginning before January 1, 1996, of excess pension 
assets from a defined benefit plan to a retiree health account in a qualified transfer 
permitted under section 420 of the Internal Revenue Code of 1986 (as in effect on 
January 1, 1991)." 
 
(d) Funding Limitations. -- Section 302 of such Act (29 U.S.C. 1082) is amended by 
redesignating subsection (g) as subsection (h) and by adding at the end thereof the 
following new subsection: 
 
"(g) Qualified Transfers to Health Benefit Accounts. -- For purposes of this section, in 
the case of a qualified transfer (as defined in section 420 of the Internal Revenue Code of 
1986) -- 
 



"(1) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of subsection (c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(2) the plan shall be treated as having a net experience loss under subsection 
(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in an 
amount equal to the amount of such transfer (reduced by any amounts transferred back to 
the plan under section 420(c)(1)(B) of such Code), except that such subsection shall be 
applied to such amount by substituting '10 plan years' for '5 plan years'." 
 
(e) Notice Requirements. -- 
 
(1) In general. -- Section 101 of such Act (29 U.S.C. 1021) is amended by redesignating 
subsection (e) as subsection (f) and by inserting after subsection (d) the following new 
subsection: 
 
"(e) Notice of Transfer of Excess Pension Assets to Health Benefits Accounts. -- 
 
"(1) Notice to participants. -- Not later than 60 days before the date of a qualified transfer 
by an employee pension benefit plan of excess pension assets to a health benefits 
account, the administrator of the plan shall notify (in such manner as the Secretary may 
prescribe) each participant and beneficiary under the plan of such transfer. Such notice 
shall include information with respect to the amount of excess pension assets, the portion 
to be transferred, the amount of health benefits liabilities to be funded with the assets 
transferred, and the amount of pension benefits of the participant which will be vested 
immediately after the transfer. 
 
"(2) Notice to secretaries, administrator, and employee organizations. -- 
 
"(A) In general. -- Not later than 60 days before the date of any qualified transfer by an 
employee pension benefit plan of excess pension assets to a health benefits account, the 
employer maintaining the plan from which the transfer is made shall provide the 
Secretary, the Secretary of the Treasury, [*H10280] the administrator, and each employee 
organization representing participants in the plan a written notice of such transfer. A copy 
of any such notice shall be available for inspection in the principal office of the 
administrator. 
 
"(B) Information relating to transfer. -- Such notice shall identify the plan from which the 
transfer is made, the amount of the transfer, a detailed accounting of assets projected to 
be held by the plan immediately before and immediately after the transfer, and the current 
liabilities under the plan at the time of the transfer. 
 
"(C) Authority for additional reporting requirements. -- The Secretary may prescribe such 
additional reporting requirements as may be necessary to carry out the purposes of this 
section. 
 



"(3) Definitions. -- For purposes of paragraph (1), any term used in such paragraph which 
is also used in section 420 of the Internal Revenue Code of 1986 (as in effect on January 
1, 1991) shall have the same meaning as when used in such section." 
 
(2) Penalties. -- 
 
(A) Section 502(c)(1) of such Act (29 U.S.C. 1132(c)(1)) is amended by inserting "or 
section 101(e)(1)" after "section 606". 
 
(B) Section 502(c)(3) of such Act (29 U.S.C. 1132(c)(3)) is amended -- 
 
(i) by inserting "or who fails to meet the requirements of section 101(e)(2) with respect to 
any person" after "beneficiary" the first place it appears, and 
 
(ii) by inserting "or to such person" after "beneficiary" the second place it appears. 
 
[*H10249] (f) Effective Date. -- The amendments made by this section shall apply to 
qualified transfers under section 420 of the Internal Revenue Code of 1986 made after the 
date of the enactment of this Act. 
 
PART IV -- CORPORATE PROVISIONS 
 
SEC. 13331. RECOGNITION OF GAIN BY DISTRIBUTING CORPORATION IN 
CERTAIN SECTION 355 TRANSACTIONS. 
 
(a) General Rule. -- Section 355 (relating to distribution of stock and securities of a 
controlled corporation) is amended by striking subsection (c) and inserting the following 
new subsections: 
 
"(c) Taxability of Corporation on Distribution. -- 
 
"(1) In general. -- Except as provided in paragraph (2), no gain or loss shall be recognized 
to a corporation on any distribution to which this section (or so much of section 356 as 
relates to this section) applies and which is not in pursuance of a plan of reorganization. 
 
"(2) Distribution of appreciated property. -- 
 
"(A) In general. -- If -- 
 
"(i) in a distribution referred to in paragraph (1), the corporation distributes property 
other than qualified property, and 
 
"(ii) the fair market value of such property exceeds its adjusted basis (in the hands of the 
distributing corporation),  
 



then gain shall be recognized to the distributing corporation as if such property were sold 
to the distributee at its fair market value. 
 
"(B) Qualified property. -- For purposes of subparagraph (A), the term 'qualified property' 
means any stock or securities in the controlled corporation. 
 
"(C) Treatment of liabilities. -- If any property distributed in the distribution referred to in 
paragraph (1) is subject to a liability or the shareholder assumes a liability of the 
distributing corporation in connection with the distribution, then, for purposes of 
subparagraph (A), the fair market value of such property shall be treated as not less than 
the amount of such liability. 
 
"(3) Coordination with sections 311 and 336(a). -- Sections 311 and 336(a) shall not 
apply to any distribution referred to in paragraph (1). 
 
"(d) Recognition of Gain on Certain Distributions of Stock or Securities in Controlled 
Corporation. – 
 
"(1) In general. -- In the case of a disqualified distribution, any stock or securities in the 
controlled corporation shall not be treated as qualified property for purposes of 
subsection (c)(2) of this section or section 361(c)(2). 
 
"(2) Disqualified distribution. -- For purposes of this subsection, the term 'disqualified 
distribution' means any distribution to which this section (or so much of section 356 as 
relates to this section) applies if, immediately after the distribution -- 
 
"(A) any person holds disqualified stock in the distributing corporation which constitutes 
a 50- percent or greater interest in such corporation, or 
 
"(B) any person holds disqualified stock in the controlled corporation (or, if stock of 
more than 1 controlled corporation is distributed, in any controlled corporation) which 
constitutes a 50- percent or greater interest in such corporation. 
 
"(3) Disqualified stock. -- For purposes of this subsection, the term 'disqualified stock' 
means -- 
 
"(A) any stock in the distributing corporation acquired by purchase after October 9, 1990, 
and during the 5-year period ending on the date of the distribution, and 
 
"(B) any stock in any controlled corporation -- 
 
"(i) acquired by purchase after October 9, 1990, and during the 5-year period ending on 
the date of the distribution, or 
 
"(ii) received in the distribution to the extent attributable to distributions on stock 
described in subparagraph (A). 



"(4) 50-percent or greater interest. -- For purposes of this subsection, the term '50-percent 
or greater interest' means stock possessing at least 50 percent of the total combined 
voting power of all classes of stock entitled to vote or at least 50 percent of the total value 
of shares of all classes of stock. 
 
"(5) Aggregation rules. -- 
 
"(A) In general. -- For purposes of this subsection, a person and all persons related to 
such person (within the meaning of 267(b) or 707(b)(1)) shall be treated as one person. 
For purposes of the preceding sentence, sections 267(b) and 707(b)(1) shall be applied by 
substituting '10 percent' for '50 percent' each place it appears. 
 
"(B) Persons acting pursuant to plans or arrangements. -- If two or more persons act 
pursuant to a plan or arrangement with respect to acquisitions of stock in the distributing 
corporation or controlled corporation, such persons shall be treated as one person for 
purposes of this subsection. 
 
"(6) Purchase. -- For purposes of this subsection -- 
 
"(A) In general. -- Except as otherwise provided in this paragraph, the term 'purchase' 
means any acquisition but only if -- 
 
"(i) the basis of the property acquired in the hands of the acquirer is not determined (I) in 
whole or in part by reference to the adjusted basis of such property in the hands of the 
person from whom acquired, or (II) under section 1014(a), 
 
"(ii) except as provided in regulations, the property is not acquired in an exchange to 
which section 351, 354, 355, or 356 applies, and 
 
"(iii) the property is not acquired in any other transaction described in regulations. 
 
"(B) Certain 351 exchanges treated as purchases. -- The term 'purchase' includes any 
acquisition of stock in an exchange to which section 351 applies to the extent such stock 
is acquired in exchange for -- 
 
"(i) any cash or cash item, 
 
"(ii) any marketable security, or 
 
"(iii) any debt of the transferor. 
 
"(C) Carryover basis transactions. -- If -- 
 
"(i) any person acquires stock from another person who acquired such stock by purchase 
(as determined under this paragraph with regard to this subparagraph), and 
 



"(ii) the adjusted basis of such stock in the hands of such acquirer is determined in whole 
or in part by reference to the adjusted basis of such stock in the hands of such other 
person,  
 
such acquirer shall be treated as having acquired such stock by purchase on the date it 
was so acquired by such other person. 
 
"(7) Special rule where substantial diminution of risk. -- 
 
"(A) In general. -- If this paragraph applies to any stock for any period, the running of the 
5- year period set forth in subparagraph (A) or (B)(i) of paragraph (3) (whichever applies) 
shall be suspended during such period. 
 
"(B) Stock to which suspension applies. -- This paragraph applies to any stock for any 
period during which the holder's risk of loss with respect to such stock is (directly or 
indirectly) substantially diminished by -- 
 
"(i) an option, 
 
"(ii) a short sale, 
 
"(iii) any special class of stock, 
 
"(iv) any device limiting risk from any portion of the activities of the corporation, or 
 
"(v) any other device or transaction. 
 
"(8) Attribution from entities. -- 
 
"(A) In general. -- Paragraph (2) of section 318(a) shall apply in determining whether a 
person holds stock in any corporation (determined by substituting '10 percent' for '50 
percent' in subparagraph (C) of such paragraph (2)). 
 
"(B) Deemed purchase rule. -- If -- 
 
"(i) any person acquires by purchase an interest in any entity, and 
 
"(ii) such person is treated under subparagraph (A) as holding any stock by reason of 
holding such interest, such stock shall be treated as acquired by purchase by such person 
on the date of the purchase of the interest in such entity. 
 
"(9) Regulations. -- The Secretary shall prescribe such regulations as may be necessary to 
carry out the purposes of this subsection, including regulations to prevent the avoidance 
of the purposes of this subsection through the use of related persons, pass-thru entities, 
options, or other arrangements." 



(b) Technical Amendments. -- Subsection (c) of section 361 is amended by adding at the 
end thereof the following new paragraph: 
 
"(5) Cross Reference. -- 
"For provision providing for 
recognition of gain in certain 
distributions, see section 
355(d)". 
 
(c) Effective Date. -- 
 
(1) In general. -- The amendments made by this section shall apply to distributions after 
October 9, 1990. 
 
(2) Transitional rules. -- For purposes of subparagraphs (A) and (B)(i) of section 
355(d)(3) of the Internal Revenue Code of 1986 (as amended by subsection (a)), an 
acquisition shall be treated as occurring on or before October 9, 1990 if -- 
 
(A) such acquisition is pursuant to a written binding contract in effect on October 9, 
1990, and at all times thereafter before such acquisition, 
 
(B) such acquisition is pursuant to a tender or exchange offer filed with the Securities 
[*H10281] and Exchange Commission on or before October 9, 1990, or 
 
(C) such acquisition is pursuant to an offer -- 
 
(i) the material terms of which were described in a written public announcement on or 
before October 9, 1990, 
 
[*H10282] (ii) which was the subject of a prior filing with the Securities and Exchange 
Commission, and 
 
(iii) which is subsequently filed with the Securities and Exchange Commission before 
January 1, 1991. 
 
SEC. 13332. MODIFICATIONS TO REGULATIONS ISSUED UNDER SECTION 
305(c). 
 
(a) General Rule. -- Subsection (c) of section 305 (relating to certain transactions treated 
as distributions) is amended by adding at the end thereof the following new sentence:  
"Regulations prescribed under the preceding sentence shall provide that -- 
 
"(1) where the issuer of stock is required to redeem the stock at a specified time or the 
holder of stock has the option to require the issuer to redeem the stock, a redemption 
premium resulting from such requirement or option shall be treated as reasonable only if 



the amount of such premium does not exceed the amount determined under the principles 
of section 1273(a)(3), 
 
"(2) a redemption premium shall not fail to be treated as a distribution (or series of 
distributions) merely because the stock is callable, and 
 
"(3) in any case in which a redemption premium is treated as a distribution (or series of 
distributions), such premium shall [*H10250] be taken into account under principles 
similar to the principles of section 1272(a)." 
 
(b) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendment made by subsection 
(a) shall apply to stock issued after October 9, 1990. 
 
(2) Exception. -- The amendment made by subsection (a) shall not apply to any stock 
issued after October 9, 1990, if -- 
 
(A) such stock is issued pursuant to a written binding contract in effect on October 9, 
1990, and at all times thereafter before such issuance, or 
 
(B) such stock is issued pursuant to a registration or offering statement filed on or before 
October 9, 1990, with a Federal or State agency regulating the offering or sale of 
securities and such stock is issued before the date 90 days after the date of such filing. 
 
SEC. 13333. MODIFICATIONS TO SECTION 1060. 
 
(a) Effect of Allocation Agreements. -- Subsection (a) of section 1060 (relating to special 
allocation rules for certain asset allocations) is amended by adding at the end thereof the 
following new sentence: "If in connection with an applicable asset acquisition, the 
transferee and transferor agree in writing as to the allocation of any consideration, or as to 
the fair market value of any of the assets, such agreement shall be binding on both the 
transferee and transferor unless the Secretary determines that such allocation (or fair 
market value) is not appropriate." 
 
(b) Information Required in Case of Certain Transfers of Interest in Entities. -- 
 
(1) In General. -- Section 1060 is amended by redesignating subsection (e) as subsection 
(f) and by inserting after subsection (d) the following new subsection: 
 
"(e) Information Required in Case of Certain Transfers of Interests in Entities. -- 
 
"(1) In general. -- If -- 
 
"(A) a person who is a 10-percent owner with respect to any entity transfers an interest in 
such entity, and 



"(B) in connection with such transfer, such owner (or a related person) enters into an 
employment contract, covenant not to compete, royalty or lease agreement, or other 
agreement with the transferee,  
  
such owner and the transferee shall, at such time and in such manner as the Secretary 
may prescribe, furnish such information as the Secretary may require. 
 
"(2) 10-percent owner. -- For purposes of this subsection -- 
 
"(A) In general. -- The term '10-percent owner' means, with respect to any entity, any 
person who holds 10 percent or more (by value) of the interests in such entity 
immediately before the transfer. 
 
"(B) Constructive ownership. -- Section 318 shall apply in determining ownership of 
stock in a corporation. Similar principles shall apply in determining the ownership of 
interests in any other entity. 
 
"(3) Related person. -- For purposes of this subsection, the term 'related person' means 
any person who is related (within the meaning of section 267(b) or 707(b)(1)) to the 10-
percent owner." 
 
(2) Technical amendment. -- Clause (x) of section 6724(d)(1)(B) is amended by striking 
"section 1060(b)", and inserting "subsection (b) or (e) of section 1060". 
 
(c) Information Required in Section 338(h)(10) Transactions. -- Paragraph (10) of section 
338 is amended by adding at the end thereof the following new subparagraph: 
 
"(C) Information required to be furnished to the secretary. -- Under regulations, where an 
election is made under subparagraph (A), the purchasing corporation and the common 
parent of the selling consolidated group shall, at such times and in such manner as may 
be provided in regulations, furnish to the Secretary the following information: 
 
"(i) The amount allocated under subsection (b)(5) to goodwill or going concern value. 
 
"(ii) Any modification of the amount described in clause (i). 
 
"(iii) Any other information as the Secretary deems necessary to carry out the provisions 
of this paragraph." 
 
(d) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by this 
section shall apply to acquisitions after October 9, 1990. 
 



(2) Binding contract exception. -- The amendments made by this section shall not apply 
to any acquisition pursuant to a written binding contract in effect on October 9, 1990, and 
at all times thereafter before such acquisition. 
 
SEC. 13334. MODIFICATION TO CORPORATION EQUITY REDUCTION 
LIMITATIONS ON NET OPERATING LOSS CARRYBACKS. 
 
(a) Repeal of Exception for Acquisitions of Subsidiaries. -- Clause (ii) of section 
172(m)(3)(B) (relating to exceptions) is amended to read as follows: 
 
"(ii) Exception. -- The term 'major stock acquisition' does not include a qualified stock 
purchase (within the meaning of section 338) to which an election under section 338 
applies." 
 
(b) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendment made by subsection 
(a) shall apply to acquisitions after October 9, 1990. 
 
(2) Binding contract exception. -- The amendment made by subsection (a) shall not apply 
to any acquisition pursuant to a written binding contract in effect on October 9, 1990, and 
at all times thereafter before such acquisition. 
 
SEC. 13335. ISSUANCE OF DEBT OR STOCK IN SATISFACTION OF 
INDEBTEDNESS. 
 
(a) Issuance of Debt Instrument. -- 
 
(1) Subsection (e) of section 108 (relating to general rules for discharge of indebtedness) 
is amended by adding at the end thereof the following new paragraph: 
 
"(11) Indebtedness satisfied by issuance of debt instrument. -- 
 
"(A) In general. -- For purposes of determining income of a debtor from discharge of 
indebtedness, if a debtor issues a debt instrument in satisfaction of indebtedness, such 
debtor shall be treated as having satisfied the indebtedness with an amount of money 
equal to the issue price of such debt instrument. 
 
"(B) Issue price. -- For purposes of subparagraph (A), the issue price of any debt 
instrument shall be determined under sections 1273 and 1274. For purposes of the 
preceding sentence, section 1273(b)(4) shall be applied by reducing the stated redemption 
price of any instrument by the portion of such stated redemption price which is treated as 
interest for purposes of this chapter." 
 
(2) Subsection (a) of section 1275 is amended by striking paragraph (4) and redesignating 
paragraph (5) as paragraph (4). 



 
(b) Limitation on Stock for Debt Exception. -- 
 
(1) In general. -- Subparagraph (B) of section 108(e)(10) is amended to read as follows: 
 
"(B) Exception for certain stock in title 11 cases and insolvent debtors. -- 
 
"(i) In general. -- Subparagraph (A) shall not apply to any transfer of stock of the debtor 
(other than disqualified stock) -- 
 
"(I) by a debtor in a title 11 case, or 
 
"(II) by any other debtor but only to the extent such debtor is insolvent. 
 
"(ii) Disqualified stock. -- For purposes of clause (i), the term 'disqualified stock' means 
any stock with a stated redemption price if -- 
 
"(I) such stock has a fixed redemption date, 
 
"(II) the issuer of such stock has the right to redeem such stock at one or more times, or 
 
"(III) the holder of such stock has the right to require its redemption at one or more 
times." 
 
(2) Conforming amendment. -- Paragraph (8) of section 108(e) is amended by adding at 
the end thereof the following new sentence: 
 
"Any stock which is disqualified stock (as defined in paragraph (10)(B)(ii)) shall not be 
treated as stock for purposes of this paragraph." 
 
(c) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by this 
section shall apply to debt instruments issued, and stock transferred, after October 9, 
1990, in satisfaction of any indebtedness. 
 
(2) Exceptions. -- The amendments made by this section shall not apply to any debt 
instrument issued, or stock transferred, in satisfaction of any indebtedness if such 
issuance or transfer (as the case may be) – 
 
(A) is in a title 11 or similar case (as defined in section 368(a)(3)(A) of the Internal 
Revenue Code of 1986) which was filed on or before October 9, 1990, 
 
(B) is pursuant to a written binding contract in effect on October 9, 1990, and at all times 
thereafter before such issuance or transfer, 



(C) is pursuant to a tender or exchange offer filed with the Securities and Exchange 
Commission on or before October 9, 1990, or 
 
(D) such acquisition is pursuant to an offer -- 
 
(i) the material terms of which were described in a written public announcement on or 
before October 9, 1990, 
 
(ii) which was the subject of a prior filing with the Securities and Exchange Commission, 
and 
 
(iii) which is subsequently filed with the Securities and Exchange Commission before 
January 1, 1991. 
 
PART V -- EMPLOYMENT TAX PROVISIONS 
 
SEC. 13341. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF WAGES 
SUBJECT TO HOSPITAL INSURANCE TAX. 
 
(a) Hospital Insurance Tax. -- 
 
(1) In general. -- Paragraph (1) of section 3121(a) is amended -- 
 
(A) by striking "contribution and benefit base (as determined under section 230 of the 
Social Security Act)" each place it appears and inserting "applicable contribution base (as 
determined under subsection (x))", and 
 
(B) by striking "such contribution and benefit base" and inserting "such applicable 
contribution base". 
 
(2) Applicable contribution base. -- Section 3121 is amended by adding at the end thereof 
the following new subsection: 
 
"(x) Applicable Contribution Base. -- For purposes of this chapter -- 
 
"(1) Old-age, survivors, and disability insurance. -- For purposes of the taxes imposed by 
sections 3101(a) and 3111(a), the applicable contribution base for any calendar year is the 
contribution and benefit base determined under section 230 of the Social Security Act for 
such calendar year. 
 
"(2) Hospital insurance. -- For purposes of the taxes imposed by section 3101(b) and 
3111(b), the applicable contribution base is -- 
 
[*H10251] "(A) $73,000 for calendar year 1991, and 
 



"(B) for any calendar year after 1991, $73,000 adjusted in the same manner as is used in 
adjusting the contribution and benefit base under section 230 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 contribution base (as determined under subsection (k))". 
 
(2) Applicable contribution base. -- Section 1402 is amended by adding at the end thereof 
the following new subsection: 
 
"(k) Applicable Contribution Base. -- For purposes of this chapter -- 
 
"(1) Old-age, survivors, and disability insurance. -- For purposes of the tax imposed by 
section 1401(a), the applicable contribution base for any calendar year is the contribution 
and benefit base determined under section 230 of the Social Security Act for such 
calendar year. 
 
"(2) Hospital insurance. -- For purposes of the tax imposed by section 1401(b), the 
applicable contribution base for any calendar year is the applicable contribution base 
determined under section 3121(x)(2) for such calendar year." 
 
(c) Railroad Retirement Tax. -- Clause (i) of section 3231(e)(2)(B) is amended to read as 
follows: 
 
"(i) Tier 1 taxes. -- 
 
"(I) In general. -- Except as provided in subclause (II) of this clause and in clause (ii), the 
term 'applicable base' means for any calendar year the contribution and benefit base 
determined under section 230 of the Social Security Act for such calendar year. 
 
"(II) Hospital insurance taxes. -- For purposes of applying so much of the rate applicable 
under section 3201(a) or 3221(a) (as the case may be) as does not exceed the rate of tax 
in effect under section 3101(b), and for purposes of applying so much of the rate of tax 
applicable under section 3211(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 
contribution base determined under section 3121(x)(2) for such calendar year." 
 
(d) Technical Amendments. – 
 
(1) Paragraph (3) of section 6413(c) is amended to read as follows: 
 
"(3) Separate application for hospital insurance 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 section 3121(x)(2) for any calendar year shall be substituted 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 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. 13342. EXTENDING MEDICARE COVERAGE OF, AND APPLICATION 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 is 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 Tax 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 January 1, 1993, the percentage of wages rate of 
tax under such sections shall be 0.8 percent (instead of 1.45 percent), and 
 
(2) after December 31, 1992, and before January 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. -- 
 
(1) In general. -- For purposes of sections 226, 226A, and 1811 of the Social Security 
Act, in the case of any individual who performs service both during and before January 
1992 which constitutes medicare qualified State or local government employment (as 
defined in paragraph (3)) only because of the amendment made by subsection (a), the 
individual's medicare qualified State or local government employment performed before 



January 1, 1992, shall be considered to be "employment" (as defined for purposes of title 
II of such Act), but only for purposes of providing the individual (or another person) with 
entitlement to hospital insurance benefits under part A of title XVIII of such Act for 
months beginning with January 1992. 
 
(2) Medicare qualified state or local government employment defined. -- In this 
subsection, 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). 
 
(3) 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 
respect 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 resulting or expected to result therefrom, and 
 
(C) any loss in interest to such Trust Fund resulting from the payment of those amounts, 
 
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 virtue of service described in section 210(a)(7) are fully 
informed with respect to (A) their eligibility 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 entitled under subsection (b)(2)(C), giving particular attention to individuals 
who apply for an annuity or retirement benefit and whose eligibility for such the annuity 
or retirement benefit is based on a disability.". 
 



SEC. 13343. MANDATORY COVERAGE OF CERTAIN STATE AND LOCAL 
GOVERNMENT EMPLOYEES WHO ARE NOT MEMBERS OF A STATE OR 
LOCAL RETIREMENT SYSTEM. 
 
(a) Employment under OASDI. -- 
 
(1) In general. -- Paragraph (7) of section 210(a) of the Social Security Act (42 U.S.C. 
410(a)(7)) is amended -- 
 
(A) by striking "or" at the end of subparagraph (D); 
 
(B) by striking the semicolon at the end of subparagraph (E) and inserting ", or"; and 
 
(C) by adding at the end the following new subparagraph: 
 
"(F) service in the employ of a State (other than the District of Columbia, Guam, or 
American Samoa), of any political subdivision thereof, or of any instrumentality of any 
one or more of the foregoing which is wholly owned thereby, [*H10252] 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 – 
 
"(i) by an individual who is employed to relieve such individual from unemployment; 
 
"(ii) in a hospital, home, or other institution by a patient or inmate thereof; 
 
"(iii) by any individual as an employee serving on a temporary basis in case of fire, 
storm, snow, earthquake, flood, or other similar emergency; 
 
"(iv) by an election official or election worker if the remuneration paid in a calendar year 
for such service is less than $100; or 
 
"(v) by an employee in a position compensated solely on a fee basis which is treated 
pursuant to section 211(c)(2)(E) as a trade or business for purposes of inclusion of such 
fees in net earnings from self-employment;". 
 
(2) Conforming amendment. -- Paragraph (10) of section 210(a) of such Act (42 U.S.C. 
410(a)(10)) is amended, in the matter following subparagraph (B), by inserting after 
"university" the following: "and such service is not service described in paragraph 
(7)(F)". 
 
(b) Employment under FICA. -- 
 
(1) In general. -- Paragraph (7) of section 3121(b) of the Internal Revenue Code of 1986 
is amended -- 
 



(A) by striking "or" at the end of subparagraph (D); 
 
(B) by striking the semicolon at the end of subparagraph (E) and inserting ", or"; and 
 
(C) by adding at the end the following new subparagraph: 
 
"(F) service in the employ of a State (other than the District of Columbia, Guam, or 
American Samoa), of any political subdivision thereof, or of any 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 the Social Security 
Act) of such State, political subdivision, or instrumentality, except that the provisions of 
this subparagraph shall not be applicable to service performed -- 
 
"(i) by an individual who is employed to relieve such individual from unemployment; 
 
"(ii) in a hospital, home, or other institution by a patient or inmate thereof; 
 
"(iii) by any individual as an employee serving on a temporary basis in case of fire, 
storm, snow, earthquake, flood, or other similar emergency; 
 
"(iv) by an election official or election worker if the remuneration paid in a calendar year 
for such service is less than $100; or 
 
"(v) by an employee in a position compensated solely on a fee basis which is treated 
pursuant to section 1402(c)(2)(E) as a trade or business for purposes of inclusion of such 
fees in net earnings from self-employment;". 
 
(2) Conforming amendment. -- Paragraph (10) of section 3121(b) of such Code is 
amended, in the matter following subparagraph (B), by inserting after "university" the 
following: "and such service is not service described in paragraph (7)(F)". 
 
(c) Mandatory Exclusion of Certain Employees from State Agreements. -- Section 
218(c)(6) of the Social Security Act (42 U.S.C. 418(c)(6)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (D); 
 
(2) by striking the period at the end of subparagraph (E) and inserting in lieu thereof ", 
and"; and 
 
(3) by adding at the end the following new subparagraph: 
 
"(F) service described in section 210(a)(7)(F) which is included as 'employment' under 
section 210(a).". 
 
(d) Effective Date. -- The amendments made by this section shall apply with respect to 
service performed after September 30, 1990. 



 
SEC. 13344. INCREASE IN TIER 2 RAILROAD RETIREMENT TAXES. 
 
(a) Tax on Employees. -- Subsection (b) of section 3201 of the Internal Revenue Code of 
1986 (relating to rate of tax) is amended by striking "4.90 percent" and inserting "5 
percent". 
 
(b) Tax on Employee Representatives. -- Paragraph (2) of section 3211(a) of such Code 
(relating to rate of tax) is amended to read as follows: 
 
"(2) Tier 2 tax. -- In addition to other taxes, there is hereby imposed on the income of 
each employee representative a tax equal to 15.05 percent of the compensation received 
during any calendar year by such employee representative for services rendered by such 
employee representative." 
 
(c) Tax on Employers. -- Subsection (b) of section 3221 of such Code (relating to rate of 
tax) is amended by striking "16.10 percent" and inserting "16.4 percent". 
 
(d) Effective Dates. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by this 
section shall apply to compensation received after December 31, 1990. 
 
(2) Employer tax. -- The amendment made by subsection (c) shall apply to compensation 
paid after December 31, 1990. 
 
SEC. 13345. 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 prescribed by the Secretary, a person is required to make deposits of taxes 
imposed by chapters 21 and 24 on the basis of eighth-month periods, such person shall 
make deposits of such taxes on the 1st banking day after any day on which such person 
has $100,000 or more of such taxes for deposit.". 
 
(b) Technical Amendment. -- Paragraph (2) of section 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. 
 
PART VI -- MISCELLANEOUS PROVISIONS  
 
SEC. 13351. OVERALL LIMITATION ON ITEMIZED DEDUCTIONS. 



(a) In General. -- Part I of subchapter B of chapter 1 is amended by adding at the end 
thereof the following new section: 
 
"SEC. 68. OVERALL LIMITATION ON ITEMIZED DEDUCTIONS. 
 
"(a) General Rule. -- In the case of an individual whose adjusted gross income exceeds 
the applicable amount, the amount of the itemized deductions otherwise allowable for the 
taxable year shall be reduced by the lesser of -- 
 
"(1) 3 percent of the excess of adjusted gross income over the applicable amount, or 
 
"(2) 80 percent of the amount of the itemized deductions otherwise allowable for such 
taxable year. 
 
"(b) Applicable Amount. -- For purposes of this section, the term 'applicable amount' 
means $100,000 ($50,000 in the case of a separate return by a married individual within 
the meaning of section 7703). 
 
"(c) Exception for Certain Itemized Deductions. -- For purposes of this section, the term 
'itemized deductions' does not include -- 
 
"(1) the deduction under section 213 (relating to medical, etc. expenses), 
 
"(2) any deduction for investment interest (as defined in section 163(d)), and 
 
"(3) the deduction under section 165(a) for losses described in subsection (c)(3) or (d) of 
section 165. 
 
"(d) Coordination With Other Limitations. -- This section shall be applied after the 
application of any other limitation on the allowance of any itemized deduction. 
 
"(e) Exception for Estates and Trusts. -- This section shall not apply to any estate or 
trust." 
 
(b) Coordination With Minimum Tax. -- Paragraph (1) of section 56(b) is amended by 
adding at the end thereof the following new subparagraph: 
 
"(F) Section 68 not applicable. -- Section 68 shall not apply." 
 
(c) Clerical Amendment. -- The table of sections for part I of subchapter B of chapter 1 of 
such Code is amended by adding at the end thereof the following new item: 
 
"Sec. 68. Overall limitation on itemized deductions." 
 
(d) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1990. 



 
SEC. 13352. DISALLOWANCE OF DEDUCTION FOR INTEREST ON UNPAID 
CORPORATE TAXES. 
 
(a) General Rule. -- Section 163 (relating to interest) is amended by redesignating 
subsection (k) as subsection (l) and by inserting after subsection (j) the following new 
subsection: 
 
"(k) Disallowance of Deduction for Interest on Unpaid Corporate Taxes. -- In the case of 
a corporation, no deduction shall be allowed under this subtitle for any interest paid or 
accrued under subtitle F on any underpayment of tax imposed by this title or on any other 
liability arising under this title." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to interest 
attributable to periods after December 31, 1990. 
 
TITLE XIV -- BUDGET PROCESS REFORM 
 
SEC. 14001. TABLE OF CONTENTS. 
 
TITLE XIV -- BUDGET PROCESS REFORM 
 
Sec. 14001. Short title; table of contents. 
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Subtitle A -- Amendments to the Balanced Budget and Emergency Deficit Control Act of 
1985 and Related Amendments 
 
PART I -- AMENDMENTS TO THE BALANCED BUDGET AND EMERGENCY 
DEFICIT CONTROL ACT OF 1985 
 
SEC. 14101. SEQUESTRATION. 
 
Part C of the Balanced Budget and Emergency Deficit Control Act of 1985 (2 U.S.C. 901 
et seq.) is amended to read as follows: 
 
"SEC. 250. TABLE OF CONTENTS; DEFINITIONS. 
 
"(a) Table of Contents. -- 
 
"Sec. 250. Table of contents; definitions. 
 
"Sec. 251. Enforcing discretionary spending limits. 
 
"Sec. 252. Enforcing pay-as-you-go. 
 
"Sec. 253. Enforcing deficit targets. 
 
"Sec. 254. Reports and orders. 
 
"Sec. 255. Exempt programs and activities. 
 
"Sec. 256. Special rules. 
 
"Sec. 257. The baseline. 



 
"Sec. 258. Suspension in the event of war or low growth. 
 
"Sec. 259. Modification of presidential order. 
 
"(b) Definitions. -- 
 
"As used in this part: 
 
"(1) The terms 'budget authority', 'outlays', and 'deficit' have the meanings given to such 
terms in section 3 of the Congressional Budget and Impoundment Control Act of 1974 
(but including the treatment specified in section 257(b)(3) of the Health Insurance Trust 
Fund) and the terms 'maximum deficit amount' and 'discretionary spending limit' shall 
mean the amounts specified in section 601 of that Act as adjusted under sections 251 and 
253 of this Act. 
 
"(2) The terms 'sequester' and 'sequestration' refer to or mean the cancellation of 
budgetary resources provided by discretionary appropriations or direct spending law. 
 
"(3) The term 'breach' means, for any fiscal year, the amount (if any) by which new 
budget authority or outlays for that year (within a category of discretionary 
appropriations) is above that category's discretionary [*H10253] spending limit for new 
budget authority or outlays for that year, as the case may be. 
 
"(4) The term 'category' means: 
 
"(A) For fiscal years 1991, 1992, and 1993, any of the following subsets of discretionary 
appropriations: defense, international, or domestic. Discretionary appropriations in the 
defense category shall be those so designated in the joint statement of managers 
accompanying the conference report on the Omnibus Budget Reconciliation Act of 1990. 
Discretionary appropriations in the international category shall be those so designated in 
the joint statement of managers accompanying the conference report on the Omnibus 
Budget Reconciliation Act of 1990. All other discretionary appropriations shall be in the 
domestic category. New accounts or activities shall be categorized in accordance with the 
procedures set forth in section 1104 of title 31, United States Code. 
 
Contributions to the United States to offset the cost of operation desert shield are not 
counted within any category. 
 
"(B) For fiscal years 1994 and 1995, all discretionary appropriations. 
 
"(5) The term 'baseline' means the projection (described in section 257) of current-year 
levels of new budget authority, outlays, receipts, and the surplus or deficit into the budget 
year and the outyears. 
 
"(6) The term 'budgetary resources' means -- 



 
"(A) with respect to budget year 1991, new budget authority; unobligated balances; new 
loan guarantee commitments or limitations; new direct loan obligations, commitments, or 
limitations; direct spending authority; and obligation limitations; or 
 
"(B) with respect to budget year 1992, 1993, 1994, or 1995, new budget authority; 
unobligated balances; direct spending authority; and obligation limitations. 
 
"(7) The term 'discretionary appropriations' means budgetary resources (except to fund 
directspending programs) provided in appropriation Acts. 
 
"(8) The term 'direct spending' means -- 
 
"(A) budget authority provided by law other than appropriation Acts; 
 
"(B) budget authority for mandatory appropriations; and 
 
"(C) the food stamp program. 
 
"(9) The term 'current' means, with respect to OMB estimates included with a budget 
submission under section 1105(a) of title 31, United States Code, the estimates consistent 
with the economic Rand technical assumptions underlying that budget and with respect to 
estimates made after submission of the fiscal year 1992 budget that are not included with 
a budget submission, estimates consistent with the economic and technical assumptions 
underlying the most recently submitted President's budget. 
 
"(10) The term 'real economic growth', with respect to any fiscal year, means the growth 
in the gross national product during such fiscal year, adjusted for inflation, consistent 
with Department of Commerce definitions. 
 
"(11) The sale of an asset means the sale to the public of -- 
 
"(A) any financial asset sold in fiscal year 1991, 
 
"(B) any financial asset other than a loan asset sold after fiscal year 1991, or 
 
"(C) any physical asset other than one produced on a current basis, 
except any asset acquired by the Government under an insurance program or as a result 
of a default under a loan or loan-guarantee program. 
 
"(12) The term 'prepayment of a loan' means payments to the United States made in 
advance of the slowest payment schedule allowed or set by law or contract when the 
financial asset is first acquired. 
 
"(13) The term 'account' means an item for which appropriations are made in any 
appropriation Act and, for items not provided for in appropriation Acts, such term means 



an item for which there is a designated budget account identification code number in the 
President's budget. 
 
"(14) The term 'budget year' means, with respect to a session of Congress, the fiscal year 
of the Government that starts on October 1 of the calendar year in which that session 
begins. 
 
"(15) The term 'current year' means, with respect to a budget year, the fiscal year that 
immediately precedes that budget year. 
 
"(16) The term 'outyear' means, with respect to a budget year, any of the fiscal years that 
follow the budget year through fiscal year 1995. 
 
"(17) The term 'OMB' means the Director of the Office of Management and Budget. 
 
"(18) The term 'CBO' means the Director of the Congressional Budget Office. 
 
"SEC. 251. ENFORCING DISCRETIONARY SPENDING LIMITS. 
 
"(a) Fiscal Years 1991-1995 Enforcement. -- 
 
"(1) Sequestration. -- Within 15 calendar days after Congress adjourns to end a session, 
there shall be a sequestration to eliminate a budget-year breach, if any, within any 
category. 
 
"(2) Eliminating a breach. -- Each non-exempt account within a category shall be reduced 
by a dollar amount calculated by multiplying the enacted level of sequestrable budgetary 
resources in that account at that time by the uniform percentage necessary to eliminate a 
breach within that category; except that the health programs set forth in section 256(e) 
shall not be reduced by more than 2 percent and the uniform percent applicable to all 
other programs under this paragraph shall be increased (if necessary) to a level sufficient 
to eliminate that breach. If, 
within a category, the discretionary spending limits for both new budget authority and 
outlays are breached, the uniform percentage shall be calculated by -- 
 
"(A) first, calculating the uniform percentage necessary to eliminate the breach in new 
budget authority, and 
 
"(B) second, if any breach in outlays remains, increasing the uniform percentage to a 
level sufficient to eliminate that breach. 
 
"(3) Military personnel. -- If the President uses the authority to exempt any military 
personnel from sequestration under section 255(h), each account within subfunctional 
category 051 other than those military personnel accounts for which the authority 
provided under section 255(h), has been exercised shall be further reduced by a dollar 
amount calculated by multiplying the enacted level of non-exempt budgetary resources in 



that account at that time by the uniform percentage necessary to offset the total dollar 
amount by which outlays are not reduced in military personnel accounts by reason of the 
use of such authority. 
 
"(4) Part-year appropriations. -- If, on the date specified in paragraph (1), there is in 
effect an Act making or continuing appropriations for part of a fiscal year for any non-
exempt budget account, then – 
 
"(A) the enacted amount in that account shall be deemed to be the annualized amount 
otherwise available by law; and 
 
"(B) the dollar sequestration calculated for that account under paragraphs (2) and (3) shall 
be subtracted from -- 
 
"(i) the annualized amount otherwise available by law in that account under that or a 
subsequent part-year appropriation; and 
 
"(ii) when a full-year appropriation for that account is enacted, from the amount 
otherwise provided by the full-year appropriation. 
 
"(5) Look-back. -- If, after the date specified in paragraph (1), an appropriation for the 
fiscal year in progress is enacted that causes a breach within a category for that year (after 
taking into account any sequestration of amounts within that category), the discretionary 
spending limits for that category for the next fiscal year shall be reduced by the amount 
or amounts of that breach. 
 
"(6) OMB estimates. -- Within 5 calendar days after the enactment of any discretionary 
appropriations, OMB shall publish in the Federal Register an estimate of the amount of 
discretionary new budget authority and outlays for the current year (if any) and the 
budget year provided by that legislation. OMB shall use those published estimates for the 
purposes of this subsection. 
 
"(b) Adjustments to Discretionary Spending Limits. -- (1) When the President submits the 
budget under section 1105(a) of title 31, United States Code, for budget year 1992, 1993, 
1994, or 1995 (except as otherwise indicated), OMB shall calculate (in the order set forth 
below), and the budget shall include, adjustments to discretionary spending limits (and 
those limits as cumulatively adjusted) for the budget year and each outyear through 1995 
to reflect the following: 
 
"(A) Changes in concepts and definitions. -- The adjustments produced by the 
amendments made by subtitles A and B of title XIV of the Omnibus Budget 
Reconciliation Act of 1990 or by any other changes in concepts and definitions shall be 
the baseline levels of new budget authority and outlays using current concepts and 
definitions minus those levels using the concepts and definitions in effect before such 
changes. 
 



"(B) Changes in inflation. -- (i) For a budget submitted for budget year 1992 or 1993, the 
adjustments produced by changes in inflation shall be the levels of discretionary new 
budget authority and outlays in the baseline (calculated using current estimates) 
subtracted from those levels in that baseline recalculated with the baseline inflators 
multiplied by the inflation adjustment factor computed under clause (ii). 
 
"(ii) For a budget year the inflation adjustment factor shall be the ratio between the level 
of cumulative inflation measured for the fiscal year most recently completed and the 
applicable estimated level for that year set forth below: 
 
"For 1990, 130.3. 
 
"For 1991, 137.1. 
 
"For 1992, 142.7. 
 
"For 1993, 147.4. 
 
Cumulative inflation shall be measured by the index of the fiscal year average of the 
estimated gross national product implicit price deflator, with the calendar year 1989 
index equal to 100.0. 
 
"(C) Credit reestimates. -- For a budget submitted for budget year 1993 or 1994, the 
adjustments produced by reestimates to costs of Federal credit programs shall be, for any 
such program, a current estimate of new budget authority and outlays associated with a 
baseline projection of the prior year's gross loan level for that program minus the baseline 
projection of the prior year's new budget authority and associated outlays for that 
program. 
 
(2) When OMB submits a sequestration report under section 254(e) for fiscal year 1991, 
1992, 1993, 1994, or 1995 (except as otherwise indicated), OMB shall calculate (in the 
order set forth below), and the sequestration report and subsequent budgets submitted by 
the President under section [*H10254] 1105(a) of title 31, United States Code, shall 
include, adjustments to discretionary spending limits (and those limits as adjusted) for the 
fiscal year and each succeeding year through 1995, as follows: 
 
"(A) IRS funding. -- To the extent that appropriations requested by the President are 
enacted that provide additional new budget authority or result in additional outlays (as 
compared to the summer 1990 CBO baseline) for the Internal Revenue Service 
compliance initiative in any fiscal year, the adjustments for that year shall be those 
amounts, but shall not exceed the amounts set forth below: 
 
"For fiscal year 1991, $191,000,000 in new budget authority and $183,000,000 in 
outlays. 
 



"For fiscal year 1992, $172,000,000 in new budget authority and $169,000,000 in 
outlays. 
 
"For fiscal year 1993, $183,000,000 in new budget authority and $179,000,000 in  
outlays. 
 
"For fiscal year 1994, $187,000,000 in new budget authority and $183,000,000 in 
outlays. 
 
"For fiscal year 1995, $188,000,000 in new budget authority and $184,000,000 in 
outlays. 
 
"(B) Debt forgiveness. -- If in calendar year 1990 or 1991 an appropriation is enacted that 
provides debt relief proposed by the President and approved by the Congress, the 
adjustments shall be the estimated costs of that forgiveness, but shall not exceed the 
amounts set forth below: 
 
"For fiscal year 1991, $157,000,000 in new budget authority and $207,000,000 in 
outlays. 
 
"For fiscal year 1992, $177,000,000 in new budget authority and $294,000,000 in 
outlays. 
 
"For fiscal year 1993, $205,000,000 in new budget authority and $361,000,000 in 
outlays. 
 
"For fiscal year 1994, $246,000,000 in new budget authority and $446,000,000 in 
outlays. 
 
"For fiscal year 1995, $300,000,000 in new budget authority and $522,000,000 in 
outlays. 
 
"(C) IMF funding. -- If, for fiscal year 1992, 1993, 1994, or 1995, an appropriation is 
enacted that provides amounts for a quota increase to the International Monetary Fund, 
the adjustment shall be the amount provided. 
 
"(D) Emergency appropriations. -- If, for fiscal year 1991, 1992, 1993, 1994, or 1995, 
appropriations are enacted that the President determines are for emergency purposes, the 
adjustment shall be the total of such appropriations determined to be for emergency 
purposes and the outlays flowing in all years from such appropriations. 
 
"(E) Special allowance for new budget authority. -- If, for fiscal year 1991, 1992, or 
1993, the amount of discretionary new budget authority provided in appropriation Acts 
exceeds the discretionary spending limit on new budget authority for any category for a 
fiscal year, the adjustment is the amount of the excess, but not to exceed 0.2 percent of 
the sum of the adjusted discretionary spending limits on new budget authority for all 



categories for that year. However, the sum of special allowance adjustments in all 
categories for that year shall not exceed 0.4 percent of the sum of the limits on new 
budget authority for all categories for that year. Adjustments that would exist but for the 
preceding sentence shall be reduced by the uniform percentage necessary to comply with 
that sentence. 
 
"(F) Special outlay allowance. -- If in any fiscal year except 1991 outlays for a category 
exceed the discretionary spending limit for that category but new budget authority does 
not exceed its limit for that category (after application of the first step of a sequestration 
described in subsection (a)(2), if necessary), the adjustment is the amount of the excess, 
but not to exceed $2,500,000,000 in the defense category, $1,500,000,000 in the 
international category, or $2,500,000,000 in the domestic category (as applicable) in 
fiscal year 1992 or 1993, and not to exceed $6,500,000,000 in fiscal year 1994 or 1995. 
 
"(c) Applicability of Adjusted Limits. -- Discretionary spending limits as adjusted by this 
section shall be considered to be the applicable limits for all purposes of this Act. 
 
"SEC. 252. ENFORCING PAY-AS-YOU-GO. 
 
"(a) Fiscal Years 1992-1995 Enforcement. -- The purpose of this section is to assure that 
any legislation (enacted after the date of enactment of this section) affecting direct 
spending or receipts that increases the deficit in any fiscal year covered by this Act will 
trigger an offsetting sequestration. 
 
"(b) Sequestration; Look-back. -- On October 15 of each fiscal year, there shall be a 
sequestration to offset the amount of any net deficit increase in that fiscal year and the 
prior fiscal year caused by all direct spending and receipts legislation enacted after the 
date of enactment of this section (after adjusting for any sequestration of direct spending 
accounts in a prior year). OMB shall calculate the amount of deficit increase, if any, in 
those fiscal years by adding – 
 
"(1) all estimates of direct spending and receipts legislation published under subsection 
(e) applicable to those fiscal years, except that any amounts included in such estimates 
resulting from full funding of, and continuation of, deposit insurance law in effect on the 
date of enactment of this section shall not be included in the addition; and 
 
"(2) the estimated amount of savings in direct spending programs applicable to those 
fiscal years resulting from the prior year's sequestration under this section or section 253, 
if any, as published in OMB's October 15 sequestration report for that year. 
 
"(c) Eliminating a Deficit Increase. -- (1) The first $5,000,000,000 required to be 
sequestered in a fiscal year under subsection (a) shall be obtained from non-exempt direct 
spending accounts. Half of any remaining amounts required to be sequestered in that 
fiscal year, if any, shall be obtained from such accounts and half from non-exempt 
discretionary appropriation accounts. 
 



"(2) Actions to reduce direct spending accounts shall be taken in the following order: 
 
"(A) First. -- All reductions in automatic spending increases specified in section 256(a) 
shall be made. 
 
"(B) Second. -- If additional reductions in direct spending accounts are required to be 
made, the maximum reductions permissible under sections 256(b) (guaranteed student 
loans) and 256(c) (foster care and adoption assistance) shall be made. 
 
"(C) Third. -- If additional reductions in direct spending accounts are required to be 
made, each remaining non-exempt direct spending account shall be reduced by the 
uniform percentage necessary to make the reductions in direct spending required by 
paragraph (1); except that the medicare programs specified in section 256(d) shall not be 
reduced by more than 4 percent and the uniform percentage applicable to all other direct 
spending programs under this paragraph shall be increased (if necessary) to a level 
sufficient to achieve the required reduction in direct spending. 
 
"(3) Each non-exempt discretionary appropriation account shall be reduced by the 
uniform percentage necessary to make the reductions in discretionary appropriations 
required by paragraph (1); except that the health programs set forth in section 256(e) shall 
not be reduced by more than 2 percent and the uniform percent applicable to all other 
programs under this paragraph shall be increased (if necessary) to a level sufficient to 
eliminate that breach; except that adjustments shall be made if any military personnel are 
exempt under the procedure set forth in section 251(a)(3). 
 
"(4) For purposes of this subsection, accounts shall be assumed to be at the level in the 
baseline. 
 
"(d) Part-year Appropriations. -- If, on October 15, there is in effect an Act making or 
continuing appropriations for part of a fiscal year for any non-exempt budget account, 
then the dollar sequestration calculated for that account under subsection (c) shall be 
subtracted from – 
 
"(1) the annualized amount otherwise available by law in that account under that or a 
subsequent part-year appropriation; and 
 
"(2) when a full-year appropriation for that account is enacted, from the amount 
otherwise provided by the full-year appropriation; except that the amount to be subtracted 
from that account shall be reduced (but not below zero) by the savings achieved by that 
appropriation when the enacted amount is less than the baseline for that account. 
 
"(e) OMB Estimates. -- Within 15 calendar days after the enactment of any direct 
spending or receipts legislation enacted after the date of enactment of this section, OMB 
shall publish in the Federal Register an estimate of the amount of change in outlays or 
receipts, as the case may be, in each fiscal year through fiscal year 1995 resulting from 



that legislation. Those estimates shall be made using current economic and technical 
assumptions. 
 
"SEC. 253. ENFORCING DEFICIT TARGETS. 
 
"(a) Sequestration. -- On October 15 of each fiscal year, after any sequestration required 
by section 252 (pay-as-you-go), there shall be a sequestration to eliminate the excess 
deficit (if any remains) if it exceeds the margin. The excess deficit is the amount, if any, 
by which the estimated deficit for the budget year exceeds the maximum deficit amount 
for that year minus the deposit insurance reestimate for that year, if any, calculated under 
subsection (h). 
 
"(b) Estimated Deficit; Margin. -- 
 
"(1) Estimated deficit. -- The estimated deficit for the budget year is the baseline deficit 
for that year on the applicable snapshot date minus any reductions required to be made 
under section 252, except that for purposes of estimating the deficit, outlays for 
discretionary appropriations shall be assumed to be at the discretionary spending limits 
set forth in the most recent President's budget submitted under section 1105(a) of title 31, 
United States Code, for that year, rather than at baseline levels. 
 
"(2) Margin. -- The 'margin' for fiscal year 1994 or 1995 is $15,000,000,000 minus any 
outlay adjustments for that year under section 251(b)(2)(A)(ii). 
 
"(c) Dividing the Sequestration. -- To eliminate the excess deficit in a budget year, half of 
the required outlay reductions shall be obtained from non-exempt defense accounts 
(accounts designated as function 050 in the President's fiscal year 1991 budget 
submission) and half from non-exempt, non-defense accounts (all other non-exempt 
accounts). 
 
[*H10255] "(d) Defense. -- Each non-exempt defense account shall be reduced by a 
dollar amount calculated by multiplying the baseline level of sequestrable budgetary 
resources in that account at that time by the uniform percentage necessary to carry out 
subsection (c)(2), except that adjustments shall be made if any military personnel are 
exempt under the procedure set forth in section 251(a)(3). 
 
"(e) Non-Defense. -- Actions to reduce non-defense accounts shall be taken in the 
following order: 
 
"(1) First. -- All reductions in automatic spending increases under section 256(a) shall be 
made. 
 
"(2) Second. -- If additional reductions in non-defense accounts are required to be made, 
the maximum reduction permissible under sections 256(b) (guaranteed student loans) and 
256(c) (foster care and adoption assistance) shall be made. 
 



"(3) Third. -- If additional reductions in non-defense accounts are required to be made, 
each remaining non-exempt, non-defense account shall be reduced by the uniform 
percentage necessary to make the reductions in non-defense outlays required by 
subsection (c)(2), except that – 
 
"(A) the medicare program specified in section 256(d) shall not be reduced by more than 
2 percent in total including any reduction of less than 2 percent made under section 252 
or, if it has been reduced by 2 percent or more under section 252, it may not be further 
reduced under this section; and 
 
"(B) the health programs set forth in section 256(e) shall not be reduced by more than 2 
percent in total (including any reduction made under section 252), 
 
and the uniform percent applicable to all other programs under this subsection shall be 
increased (if necessary) to a level sufficient to achieve the required reduction in non-
defense outlays. 
 
"(f) Baseline Assumptions; Part-year Appropriations. -- 
 
"(1) Budget assumptions. -- For purposes of subsections (c), (d), and (e), accounts shall 
be assumed to be at the level in the baseline. 
 
"(2) Part-year appropriations. -- If, on October 15, there is in effect an Act making or 
continuing appropriations for part of a fiscal year for any non-exempt budget account, 
then the dollar sequestration calculated for that account under subsection (d) or (e), as 
applicable, shall be subtracted from – 
 
"(A) the annualized amount otherwise available by law in that account under that or a 
subsequent part-year appropriation; and 
 
"(B) when a full-year appropriation for that account is enacted, from the amount 
otherwise provided by the full-year appropriation; except that the amount to be 
sequestered from that account shall be reduced (but not below zero) by the savings 
achieved by that appropriation when the enacted amount is less than the baseline for that 
account. 
 
"(g) Adjustments to Maximum Deficit Amounts. -- 
 
"(1) Adjustments. -- 
 
"(A) When the President submits the budget for fiscal year 1992, the maximum deficit 
amounts for fiscal years 1992, 1993, 1994, and 1995 shall be adjusted to reflect up-to-
date reestimates of economic and technical assumptions and any changes in concepts or 
definitions. When the President submits the budget for fiscal year 1993, the maximum 
deficit amounts for fiscal years 1993, 1994, and 1995 shall be further adjusted to reflect 



up-to-date reestimates of economic and technical assumptions and any changes in 
concepts or definitions. 
 
"(B) When submitting the budget for fiscal year 1994, the President may choose to adjust 
the maximum deficit amounts for fiscal years 1994 and 1995 to reflect up-to-date 
reestimates of economic and technical assumptions and any changes in concepts or 
definitions. If the President chooses to adjust the maximum deficit amount when 
submitting the fiscal year 1994 budget, the President may choose to invoke the same 
adjustment procedure when submitting the budget for fiscal year 1995. In each case, the 
President must choose between making no adjustment or the full adjustment described in 
paragraph (2). If the President chooses to make that full adjustment, then those 
procedures for adjusting discretionary spending limits described in sections 251(b)(l)(B), 
251(b)(1)(C), and 251(b)(2)(E), otherwise applicable through fiscal year 1993 or 1994 (as 
the case may be), shall be deemed to apply for fiscal year 1994 (and 1995 if applicable). 
 
Each adjustment shall be made by increasing or decreasing the maxiumum deficit 
amounts set forth in section 601 of the Congressional Budget Act of 1974. 
 
"(2) Calculations of adjustments. -- The required increase or decrease shall be calculated 
as follows: 
 
"(A) The baseline deficit or surplus shall be calculated using up-to-date economic and 
technical assumptions, using current concepts and definitions, and for the levels of 
discretionary appropriations, using the discretionary spending limits set forth in section 
601 of the Congressional Budget Act of 1974 as adjusted under section 251. 
 
"(B) The net deficit increase or decrease caused by all direct spending and receipts 
legislation enacted after the date of enactment of this section (after adjusting for any 
sequestration of direct spending accounts) shall be calculated for each fiscal year by 
adding -- 
 
"(i) the estimates of direct spending and receipts legislation published under section 
252(e) applicable to each such fiscal year; and 
 
"(ii) the estimated amount of savings in direct spending programs applicable to each such 
fiscal year resulting from the prior year's sequestration under this section or section 252 
of direct spending, if any, as published in OMB's final sequestration report for that year. 
 
"(C) The amount calculated under subparagraph (B) shall be subtracted from the amount 
calculated under subparagraph (A). 
 
"(D) The maximum deficit amount set forth in section 601 of the Congressional Budget 
Act of 1974 shall be subtracted from the amount calculated under subparagraph (C). 
 
"(E) The amount calculated under subparagraph (D) shall be the amount of the 
adjustment required by paragraph (1). 



"(h) Treatment of Deposit Insurance. -- 
 
"(1) Initial estimates. -- The initial estimates of the net costs of federal deposit insurance 
(assuming full funding of, and continuation of, existing law) are as follows: 
 
"For fiscal year 1992, $77,700,000,000. 
 
"For fiscal year 1993, $18,800,000,000. 
 
"For fiscal year 1994, -$54,200,000,000. 
 
"For fiscal year 1995, -$45,300,000,000. 
 
"(2) Reestimates. -- For any fiscal year, the amount of the reestimate of deposit insurance 
costs shall be calculated by subtracting the amount set forth in paragraph (1) for that year 
from the current estimate of deposit insurance costs (but assuming full funding of, and 
continuation of, deposit insurance law in effect on the date of enactment of this section). 
 
"SEC. 254. REPORTS AND ORDERS. 
 
"(a) Timetable. -- The timetable with respect to this part for any budget year is as 
follows:"On or before: 

Action to be completed: 
First Monday in February    Lock in OMB estimating assumptions. 
August 15        Initial snapshot. 
August 20       Sequester preview report; 
Latest possible date before      Final snapshot. 
October 15 
October 15       Pay-as-you-go and deficit 

sequester reports; Presidential 
order. 

Within 15 days after end of     Discretionary sequester reports; 
session        Presidential order. 
30 Days later        GAO compliance report. 
 
If any date specified in this section falls on a Sunday or legal holiday, then the 
requirements for that date shall be considered to fall on the following day. 
 
"(b) Pay-As-You-Go and Deficit Sequestration Preview Reports. -- 
 
"(1) Reporting requirement. -- On the date specified in subsection (a), OMB and CBO 
shall each issue a preview report regarding pay-as-you-go and deficit sequestration to the 
President and the Congress based on laws enacted through the initial snapshot date. 
 
"(2) Pay-as-you-go sequestration preview. -- The reports referred to in paragraph (1) shall 
set forth, for the current year and the budget year, estimates for each of the following: 



"(A) The amount of net deficit increase or decrease, if any, calculated under subsection 
252(b). 
 
"(B) A list identifying each law enacted after the date of enactment of this section 
included in the calculation of the amount of deficit increase and specifying the budgetary 
effect of each such law. 
 
"(C) The sequestration percentage or (if the required sequestration percentage is greater 
than the maximum allowable percentage for medicare) percentages necessary to eliminate 
a deficit increase under section 252(c). 
 
"(3) Deficit sequestration preview. -- The reports referred to in paragraph (1) shall set 
forth for the budget year estimates for each of the following: 
 
"(A) The maximum deficit amount, the estimated deficit calculated under section 253(b), 
the excess deficit, and the margin. 
 
"(B) The reductions required under section 252, the excess deficit remaining after those 
reductions have been made, and the reductions required from defense accounts and the 
reductions required from non-defense accounts. 
 
"(C) The sequestration percentage necessary to achieve the required reduction in defense 
accounts under section 253(d). 
 
"(D) The reductions required under sections 253(e)(1) and 253(e)(2). 
 
"(E) The sequestration percentage necessary to achieve the required reduction in non-
defense accounts under section 253(e)(3). 
 
The reports shall explain the differences (if any) between OMB and CBO estimates for 
each item set forth in this subsection. 
 
"(c) Notification Regarding Military Personnel. -- On or before the initial snapshot date 
specified in subsection (a), the President shall notify the Congress if he intends to 
exercise flexibility with respect to military personnel accounts under section 255(h). 
 
"(d) Pay-As-You-Go and Deficit Sequestration Report; Presidential Order. -- 
 
"(1) Pay-as-you-go and deficit sequestration report. -- On the date specified in subsection 
(a), OMB and CBO shall each issue [*H10256] a pay-as-you-go and deficit sequestration 
report, updated to reflect laws enacted through the final snapshot date, containing all of 
the information required in the pay-as-you-go and deficit sequestration preview report. In 
addition, these reports shall contain, for the budget year, for each non-exempt account 
subject to sequestration, estimates of the baseline level of sequestrable budgetary 
resources and resulting outlays and the amount and percentage of budgetary resources to 
be sequestered and resulting outlay reductions. The reports shall also contain estimates of 



the effects on outlays of the sequestration in each outyear through 1995 for direct 
spending programs. The reports shall explain significant differences (if any) between 
OMB and CBO estimates for each such account. 
 
"(2) Presidential order. -- On the date specified in subsection (a), if in its pay-as-you-go 
and deficit sequestration report OMB estimates that any sequestration is required, the 
President shall issue an order fully implementing without change all sequestrations 
required by OMB calculations set forth in that report. This order shall be effective on 
issuance. 
 
'(e) Discretionary Sequestration Report; Presidential Order. -- 
 
"(1) Discretionary sequestration report. -- Within 15 days after Congress adjourns to end 
a session, OMB and CBO shall each issue a discretionary sequestration report to the 
President and the Congress setting forth estimates for each of the following: 
 
"(A) For the current year and each subsequent year through 1995 the applicable 
discretionary spending limits for each category and an explanation of any adjustments in 
such limits under section 251. 
 
"(B) For the current year and the budget year the estimated new budget authority and 
outlays for each category and the breach, if any, in each category. 
 
"(C) For each category for which a sequestration is required, the sequestration percentage 
necessary to achieve the required reduction. 
 
"(D) For the budget year, for each non-exempt account subject to sequestration, estimates 
of the enacted level of sequestrable budgetary resources and resulting outlays and the 
amount of budgetary resources to be sequestered and resulting outlay reductions, and an 
explanation of significant differences, if any, between OMB and CBO estimates for each 
such account. 
 
"(2) Presidential order. -- On the date specified in subsection (a), if in its discretionary 
sequestration report OMB estimates that any sequestration is required, the President shall 
issue an order fully implementing without change all sequestrations required by OMB 
calculations set forth in that report. This order shall be effective on issuance. 
 
"(f) GAO Compliance Report. -- On the date specified in subsection (a), the Comptroller 
General shall submit to the Congress and the President a report on -- 
 
"(1) the extent to which each order issued by the President under this section complies 
with all of the requirements contained in this part, either certifying that the order fully 
and accurately complies with such requirements or indicating the respects in which it 
does not; and 
 



"(2) the extent to which each report issued by OMB or CBO under this section complies 
with all of the requirements contained in this part, either certifying that the report fully 
and accurately complies with such requirements or indicating the respects in which it 
does not. 
 
"(g) Low-Growth Report. -- At any time, CBO shall notify the Congress if -- 
 
"(1) during the period consisting of the quarter during which such notification is given, 
the quarter preceding such notification, and the 4 quarters following such notification, 
CBO or OMB has determined that real economic growth is projected or estimated to be 
less than zero with respect to each of any 2 consecutive quarters within such period; or 
 
"(2) the Department of Commerce advance reports of actual real economic growth (or 
any subsequent revision thereof) indicate that the rate of real economic growth for each 
of the most recently reported quarter and the immediately preceding quarter is less than 
one percent. 
 
"(h) Economic and Technical Assumptions. -- In all reports required by this section, 
OMB shall use the same economic and technical assumptions as used in the most recent 
budget submitted by the President under section 1105(a) of title 31, United States Code. 
 
"(i) Printing of Reports. -- Each report submitted under this section shall be submitted to 
the Federal Register on the day that it is issued and printed on the following day. 
 
"SEC. 255. EXEMPT PROGRAMS AND ACTIVITIES. 
 
"(a) Social Security Benefits and Tier I Railroad Retirement Benefits. -- Benefits payable 
under the old-age, survivors, and disability insurance program established under title II of 
the Social Security Act, or in benefits payable under section 3(a), 3(f)(3), 4(a), or 4(f) of 
the Railroad Retirement Act of 1974, shall be exempt from reduction under any order 
issued under this part. 
 
"(b) Net Interest. -- No reduction of payments for net interest (all of major functional 
category 900) shall be made under any order issued under this part. 
 
"(c) Veterans Programs. -- The following programs shall be exempt from reduction under 
any order issued under this part: 
 
National Service Life Insurance Fund (36-8132-0-7-701); 
 
Service-Disabled Veterans Insurance Fund (36-4012-0-3-701); 
 
Veterans Special Life Insurance Fund (36-8455-0-8-701); 
 
Veterans Reopened Insurance Fund (36-4010-3-701); 
 



 
United States Government Life Insurance Fund (36-8150-0-7-701); 
 
Veterans Insurance and Indemnity (36-0120-0-1-701); 
 
Special Therapeutic and Rehabilitation Activities Fund (36-4048-0-3-703); 
 
Veterans' Canteen Service Revolving Fund (36-401-0-3-705); 
 
Benefits under chapter 21 of title 38, United States Code, relating to specially adapted 
housing and mortgage-protection life insurance for certain veterans with service-
connected disabilities (36-0137-0-1-702); 
 
Benefits under section 907 of title 38, United States Code, relating to burial benefits for 
veterans who die as a result of service-connected disability (36-0155-0-1-701); 
 
Benefits under chapter 39 of title 38, United States Code, relating to automobiles and 
adaptive equipment for certain disabled and members of the Armed Forces (36-0137-0-1-
702); 
 
Veterans' compensation (36-0153-0-1-701); and 
 
Veterans' pensions (36-0154-0-1-701). 
 
"(d) Earned Income Tax Credit. -- Payments to individuals made pursuant to section 32 
of the Internal Revenue Code of 1954 shall be exempt from reduction under any order 
issued under this part. 
 
"(e) Treatment of Payments and Advances Made With Respect to Unemployment 
Compensation Programs. -- For purposes of this part -- 
 
"(1) any amount paid as regular unemployment compensation by a State from its account 
in the Unemployment Trust Fund (established by section 904(a) of the Social Security 
Act), 
 
"(2) any advance made to a State from the Federal unemployment account (established by 
section 904(g) of such Act) under title XII of such Act and any advance appropriated to 
the Federal unemployment account pursuant to section 1203 of such Act, and 
 
"(3) any payment made from the Federal Employees Compensation Account (as 
established under section 909 of such Act) for the purpose of carrying out chapter 85 of 
title 5, United States Code, and funds appropriated or transferred to or otherwise 
deposited in such Account,  
 
shall be exempt from reduction under any order issued under this part. 
 



"(f) Low-Income Programs. -- The following programs shall be exempt from reduction 
under any order issued under this part: 
 
Aid to families with dependent children (75-0412-0-1-609); 
 
Child nutrition (12-3539-0-1-605); 
 
Commodity supplemental food program (12-3512-0-1-605); 
 
Food stamp programs (12-3505-0-1-605 and 12-3550-0-1-605); 
 
Grants to States for Medicaid (75-0512-0-1-55l); 
 
Supplemental Security Income Program (75-0406-0-1-609); and 
 
Women, infants, and children program (12-3510-0-1-605). 
 
"(g) Non-defense Unobligated Balances. -- Unobligated balances of budget authority 
carried over from prior fiscal years, except balances in the defense category, shall be 
exempt from reduction under any order issued under this part. 
 
"(h) Optional Exemption of Military Personnel. -- 
 
"(1) The President may, with respect to any military personnel account, exempt that 
account from sequestration or provide for a lower uniform percentage reduction than 
would otherwise apply. 
 
"(2) The President may not use the authority provided by paragraph (1) unless he notifies 
the Congress of the manner in which such authority will be exercised on or before the 
initial snapshot date for the budget year. 
 
"(i) Other Programs and Activities. -- 
 
"(1) The following budget accounts and activities shall be exempt from reduction under 
any order issued under this part: 
 
Activities resulting from private donations, bequests, or voluntary contributions to the 
Government; 
 
Administration of Territories, Northern Marianna Islands Government grants (14-0412-0-
1-806); 
 
Alaska Power Administration, Operations and maintenance (89-0304-0-1-271); 
 
Appropriations for the District of Columbia (to the extent they are appropriations of 
locally raised funds); 



 
Bonneville Power Administration fund and borrowing authority established pursuant to 
section 13 of Public Law 93-454 (1974), as amended (89-4045-0-3-271); 
 
Black lung benefits (20-8144-0-7-601), 
 
Bureau of Indian Affairs, miscellaneous payments to Indians (14-2303-0-1-452); 
 
Bureau of Indian Affairs, miscellaneous trust funds, tribal trust funds (14-9973-0-7-999); 
 
CIA retirement and disability system fund (56-3400-0-1-054); 
 
Civil Service retirement and disability fund (24-8135-0-7-602); 
 
Claims, defense (97-0102-0-1-051); 
 
Claims, judgments, and relief acts (20-1895-0-1-806); 
 
[*H10257] Coinage profit fund (20-5811-0-2-803); 
 
Compact of Free Association, economic assistance pursuant to Public Law 99-658; 
 
Compensation of the President (11-0001-0-1-802); 
 
Comptroller General retirement system (05-0107-0-1-801); 
 
Comptroller of the Currency; 
 
Customs service permanent appropriations (20-9922-0-2-852); 
 
Director of the Office of Thrift Supervision; 
 
Dual benefits payments account (60-0111-0-1-601); 
 
Eastern Indian and land claims settlement fund (14-2202-0-1-806); 
 
Exchange stabilization fund (20-4444-0-3-155); 
 
Farm Credit System Financial Assistance Corporation, interest payments; 
 
Federal Deposit Insurance Corporation; 
 
Federal Deposit Insurance Corporation, Bank Insurance Fund; 
 
Federal Deposit Insurance Corporation, FSLIC Resolution Fund; 
 



 
Federal Deposit Insurance Corporation, Savings Association Insurance Fund; 
 
Federal Housing Finance Board; 
 
Federal payment to the railroad retirement account (60-0113-0-1-601); 
 
Foreign military sales trust fund (11-8242-0-7-155); 
 
Foreign service retirement and disability fund (19-8186-0-7-602); 
 
Health professions graduate student loan insurance fund (Health Education Assistance 
Loan Program) (75-4305-0-3-553); 
 
Higher education facilities loans and insurance (91-0240-0-1-502); 
 
Internal Revenue collections for Puerto Rico (20-5737-0-2-852); 
 
Intragovernmental funds, including those from which the outlays are derived primarily 
from resources paid in from other government accounts, except to the extent such funds 
are augmented by direct appropriations for the fiscal year during which an order is in 
effect;  
 
Judicial survivors' annuities fund (10-8110-0-7-602); 
 
Longshoremens' and harborworkers' compensation benefits (16-9971-0-7-601); 
 
Medical facilities guarantee and loan fund, Federal interest subsidies for medical facilities 
(75- 4430-0-3-551); 
 
Military retirement fund (97-8097-0-7-602); 
 
National Credit Union Administration; 
 
National Credit Union Administration, central liquidity facility; 
 
National Credit Union Administration, credit union share insurance fund; 
 
National Oceanic and Atmospheric Administration retirement (13-1450-0-1-306); 
 
Panama Canal Commission, operating expenses and Panama Canal Commission, capital 
outlay (95-5190-0-2-403); 
 
Payment of Vietnam and USS Pueblo prisoner-of-war claims (15-0104-0-1-153); 
 
Payment to civil service retirement and disability fund (24-0200-0-1-805); 



 
Payments to copyright owners (03-5175-0-2-376); 
 
Payments to health care trust funds (75-0580-0-1-572); 
 
Payments to military retirement fund (97-0040-0-1-054); 
 
Payments to social security trust funds (75-0404-0-1-571); 
 
Payments to the foreign service retirement and disability fund (11-1036-0-1-153 and 19-
0540-0- 1-153); 
 
Payments to the United States territories; fiscal assistance; 
 
Payments to trust funds from excise taxes or other receipts properly creditable to such 
trust funds; 
 
Payments to widows and heirs of deceased Members of Congress (00-215-0-1-801); 
 
Pensions for former Presidents (47-0105-0-1-802); 
 
Postal service fund (18-4020-0-3-372); 
 
Railroad retirement tier II (60-8011-0-7-601); 
 
Resolution Funding Corporation; 
 
Resolution Trust Corporation; 
 
Retired pay, Coast guard (69-0241-0-1-403); 
 
Retirement pay and medical benefits for commssioned officers, Public Health Service 
(75-0379- 0-1-551); 
 
Salaries of Article III judges; 
 
Special benefit, Federal Employee's Compensation Act (16-1521-0-1-600); 
 
Special benefits for disabled coal miners (75-0409-0-1-601); 
 
Soldiers and Airmen's Home, payment of claims (84-8930-0-7-705); 
 
Southeastern Power Administration, Operations and maintenance (89-0302-0-1-271); 
 
Southwestern Power Administration, Operations and maintenance (89-0303-0-1-271); 
 



 
Tax Court judges survivors annuity fund (23-8115-0-7-602); 
 
Tennessee Valley Authority fund, except nonpower programs and activities (64-4110-0-
3-999); 
 
Thrift Savings Fund (26-8141-0-7-602); 
 
WMATA, interest payments (46-0300-0-1-401); 
 
Western Area Power Administration, Construction, rehabilitation, operations, and 
maintenance (89-5068-0-2-271); and 
 
Western Area Power Administration, Colorado River basins power marketing fund (89-
4452-0-3- 271). 
 
Western Area Power Administration, Colorado River basins power marketing fund (89-
4452-0-3- 271); 
 
"(2) Prior legal obligations of the Government in the following budget accounts and 
activities shall be exempt from any order issued under this part: 
 
Agency for International Development, Housing, and other credit guarantee programs 
(72-4340- 0-3-151); 
 
Agricultural credit insurance fund (12-4140-0-3-351); 
 
Biomass energy development (20-0114-0-1-271); 
 
Check forgery insurance fund (20-4109-0-3-803); 
 
Community development grant loan guarantees (86-0162-0-1-451); 
 
Credit union share insurance fund (25-4468-0-3-371); 
 
Economic development revolving fund (13-4406-0-3-452); 
 
Employees life insurance fund (24-8424-0-8-602); 
 
Energy security reserve (Synthetic Fuels Corporation) (20-0112-0-1-271); 
 
Export-Import Bank of the United States, Limitation of program activity (83-4027-0-3-
155); 
 
Federal Aviation Administration, Aviation insurance revolving fund (69-4120-0-3-402); 
 



Federal Crop Insurance Corporation fund (12-4085-0-3-351); 
 
Federal Emergency Management Agency, National flood insurance fund (58-4236-0-3-
453); 
 
Federal Emergency Management Agency, National insurance development fund (58-
4235-0-3- 451); 
 
Federal Housing Administration fund (86-4070-0-3-371); 
 
Federal ship financing fund (69-4301-0-3-403); 
 
Federal ship financing fund, fishing vessels (13-4417-0-3-376); 
 
Geothermal resources development fund (89-0206-0-1-271); 
 
Government National Mortgage Association, Guarantees of mortgage-backed securities 
(86- 4238-0-3-371); 
 
Health education loans (75-4307-0-3-553); 
 
Homeowners assistance fund, Defense (97-4090-0-3-051); 
 
Indian loan guarantee and insurance fund (14-4410-0-3-452); 
 
International Trade Administration, Operations and administration (13-1250-0-1-376); 
 
Low-rent public housing, Loans and other expenses (86-4098-0-3-604); 
 
Maritime Administration, War-risk insurance revolving fund (69-4302-0-3-403); 
 
Overseas Private Investment Corporation (71-4030-0-3-151); 
 
Pension Benefit Guaranty Corporation fund (16-4204-0-3-601); 
 
Rail service assistance (69-0122-0-1-401); 
 
Railroad rehabilitation and improvement financing fund (69-4411-0-3-401); 
 
Rural development insurance fund (12-4155-0-3-452); 
 
Rural electric and telephone revolving fund (12-4230-8-3-271); 
 
Rural housing insurance fund (12-4141-0-3-371); 
 
Small Business Administration, Business loan and investment fund (73-4154-0-3-376); 



 
Small Business Administration, Lease guarantees revolving fund (73-4157-0-3-376); 
 
Small Business Administration, Pollution control equipment contract guarantee revolving 
fund (73-4147-0-3-376); 
 
Small Business Administration, Surety bond guarantees revolving fund (73-4156-0-3-
376); 
 
Veterans Administration, Loan guaranty revolving fund (36-4025-0-3-704); 
 
Veterans Administration, Servicemen's group life insurance fund (36-4009-0-3-701). 
 
"(j) Identification of Programs. -- For purposes of subsections (f) and (h), programs are 
identified by the designated budget account identification code numbers set forth in the 
Budget of the United States Government, 1986 -- Appendix. 
 
"(k) Treatment of Federal Administrative Expenses. -- 
 
"(1) Notwithstanding any other provision of this title, administrative expenses incurred 
by the departments and agencies, including independent agencies, of the Federal 
Government in connection with any program, project, activity, or account shall be subject 
to reduction pursuant to an order issued under section 255, without regard to any 
exemption, exception, limitation, or special rule which is otherwise applicable with 
respect to such program, project, activity, or account under this part. 
 
"(2) Notwithstanding any other provision of law, administrative expenses of any 
program, project, activity, or account which is self-supporting and does not receive 
appropriations shall be subject to reduction under a sequester order, unless specifically 
exempted in this joint resolution. 
 
"(3) Payments made by the Federal Government to reimburse or match administrative 
costs incurred by a State or political subdivision under or in connection with any 
program, project, activity, or account shall not be considered administrative expenses of 
the Federal Government for purposes of this section, and shall be subject to reduction or 
sequestration under this part to the extent (and only to the extent) that other payments 
made by the Federal Government under or in connection with that program, project, 
activity, or account are subject to such reduction or sequestration; except that Federal 
payments made to a State as reimbursement of administrative costs incurred by such 
State under or in connection with the unemployment compensation programs [*H10258] 
specified in subsection (h)(1) shall be subject to reduction or sequestration under this part 
notwithstanding the exemption otherwise granted to such programs under that subsection. 
 
"(4) The previous provisions of this subsection shall not apply with respect to the 
following: 
 



"(A) Comptroller of the Currency. 
 
"(B) Federal Deposit Insurance Corporation. 
 
"(C) Office of Thrift Supervision. 
 
"(D) National Credit Union Administration. 
 
"(E) National Credit Union Administration, central liquidity facility. 
 
"(F) Federal Retirement Thrift Investment Board. 
 
"(G) Resolution Funding Corporation. 
 
"(H) Resolution Trust Corporation. 
 
"SEC. 256. SPECIAL RULES. 
 
"(a) Automatic Spending Increases. -- Automatic spending increases are increases in 
outlays due to changes in indexes in the following programs: 
 
"(1) National Wool Act; 
 
"(2) Special milk program; and 
 
"(3) Vocational rehabilitation. 
 
In those programs all amounts other than the automatic spending increases shall be 
exempt from reduction under any order issued under this part. 
 
"(b) Effect of Orders on the Guaranteed Student Loan Program. -- "(1) Any reductions 
which are required to be achieved from the student loan programs operated pursuant to 
part B of title IV of the Higher Education Act of 1965, as a consequence of an order 
issued pursuant to section 254, shall be achieved only from loans described in paragraphs 
(2) and (3) by the application of the measures described in such paragraphs. 
 
"(2) For any loan made during the period beginning on the date that an order issued under 
section 254 takes effect with respect to a fiscal year and ending at the close of such fiscal 
year, the rate used in computing the special allowance payment pursuant to section 
438(b)(2)(A)(iii) of such Act for each of the first four special allowance payments for 
such loan shall be adjusted by reducing such rate by the lesser of -- 
 
"(A) 0.40 percent, or 
 
"(B) the percentage by which the rate specified in such section exceeds 3 percent. 
 



"(3) For any loan made during the period beginning on the date that an order issued under 
section 254 takes effect with respect to a fiscal year and ending at the close of such fiscal 
year, the origination fee which is authorized to be collected pursuant to section 438(c)(2) 
of such Act shall be increased by 0.50 percent. 
 
"(c) Treatment of Foster Care and Adoption Assistance Programs. -- Any order issued by 
the President under section 254 shall make the reduction which is otherwise required 
under the foster care and adoption assistance programs (established by part E of title IV 
of the Social Security Act) only with respect to payments and expenditures made by 
States in which increases in foster care maintenance payment rates or adoption assistance 
payment rates (or both) are to take effect during the fiscal year involved, and only to the 
extent that the required reduction can be accomplished by applying a uniform percentage 
reduction to the Federal matching payments that each such State would otherwise receive 
under section 474 of that Act (for such fiscal year) for that portion of the State's payments 
which is attributable to the increases taking effect during that year. No State may, after 
the date of the enactment of this Act, make any change in the timetable for making 
payments under a State plan approved under part E of title IV of the Social Security Act 
which has the effect of changing the fiscal year in which expenditures under such part are 
made. 
 
"(d) Special Rules for Medicare Program. -- 
 
"(1) Maximum percentage reduction in individual payment amounts. -- To achieve the 
total percentage reduction in those programs required by sections 252 and 253, OMB 
shall determine, and the applicable Presidential order under section 254 shall implement, 
the percentage reduction that shall apply to payments under the health insurance 
programs under title XVIII of the Social Security Act for services furnished in the fiscal 
year after the order is issued, such that the reduction made in payments under that order 
shall achieve the required total percentage reduction in those payments for that fiscal year 
as determined on a 12-month basis. 
 
"(2) Timing of application of reductions. -- 
 
"(A) In general. -- Except as provided in subparagraph (B), if a reduction is made in 
payment amounts pursuant to a sequestration order, the reduction shall be applied to 
payment for services furnished during the effective period of the order. For purposes of 
the previous sentence, in the case of inpatient services furnished for an individual, the 
services shall be considered to be furnished on the date of the individual's discharge from 
the inpatient facility. 
 
"(B) Payment on the basis of cost reporting periods. -- In the case in which payment for 
services of a provider of services is made under title XVIII of the Social Security Act on 
a basis relating to the reasonable cost incurred for the services during a cost reporting 
period of the provider, if a reduction is made under paragraph (1) in payment amounts 
pursuant to a sequestration order,  the reduction shall be applied to payment for costs for 
such services incurred at any time during each cost reporting period of the provider any 



part of which occurs during the effective period of the order, but only (for each such cost 
reporting period) in the same proportion as the fraction of the cost reporting period that 
occurs during the effective period of the order. 
 
"(3) No increase in beneficiary charges in assignment-related cases. -- If a reduction in 
payment amounts is made under paragraph (1) for services for which payment under part 
B of title XVIII of the Social Security Act is made on the basis of an assignment 
described in section 1842(b)(3)(B)(ii), in accordance with section 1842(b)(6)(B), or under 
the procedure described in section 1870(f)(1), of such Act, the person furnishing the 
services shall be considered to have accepted payment of the reasonable charge for the 
services, less any reduction in payment amount made pursuant to a sequestration order, as 
payment in full. 
 
"(4) No effect on computation of aapcc. -- In computing the adjusted average per capita 
cost for purposes of section 1876(a)(4) of the Social Security Act, the Secretary of Health 
and Human Services shall not take into account any reductions in payment amounts 
which have been or may be effected under this part. 
 
"(e) Certain Health Programs. -- The maximum permissible reduction in new budget 
authority for the following programs for any fiscal year pursuant to a sequestration under 
sections 251, 252, or 253 is 2 percent: 
 
"(1) Community health centers (75-0350-0-1-550). 
 
"(2) Migrant health centers (75-0350-0-1-550). 
 
"(3) Indian health facilities (75-0391-0-1-551). 
 
"(4) Indian health services (75-0390-0-1-551). 
 
"(5) Veterans' medical care (36-0160-0-1-703). 
 
"(f) Treatment of Child Support Enforcement Program. -- Notwithstanding any change in 
the display of budget accounts, any order issued by the President under section 254 shall 
accomplish the full amount of any required reduction in expenditures under sections 455 
and 458 of the Social Security Act by reducing the Federal matching rate for State 
administrative costs under such program, as specified (for the fiscal year involved) in 
section 455(a) of such Act, to the extent necessary to reduce such expenditures by that 
amount. 
 
"(g) Extended Unemployment Compensation. -- (1) A State may reduce each weekly 
benefit payment made under the Federal-State Extended Unemployment Compensation 
Act of 1970 for any week of unemployment occurring during any period with respect to 
which payments are reduced under an order issued under section 254 by a percentage not 
to exceed the percentage by which the Federal payment to the State under section 204 of 
such Act is to be reduced for such week as a result of such order. 



"(2) A reduction by a State in accordance with paragraph (1) shall not be considered as a 
failure to fulfill the requirements of section 3304(a)(11) of the Internal Revenue Code of 
1954. 
 
"(h) Commodity Credit Corporation. -- 
 
"(1) In general. -- Except as modified by existing law enacted after 1985, this subsection 
shall govern any sequestration of the Commodity Credit Corporation. 
 
"(2) Powers and authorities of the commodity credit corporation. -- This title shall not 
restrict the Commodity Credit Corporation in the discharge of its authority and 
responsibility as a corporation to buy and sell commodities in world trade, to use the 
proceeds as a revolving fund to meet other obligations and otherwise operate as a 
corporation, the purpose for which it was created. 
 
"(3) Reduction in payments made under contracts. -- (A) Payments and loan eligibility 
under any contract entered into with a person by the Commodity Credit Corporation prior 
to the time an order has been issued under section 254 shall not be reduced by an order 
subsequently issued. Subject to subparagraph (B), after an order is issued under such 
section for a fiscal year, any cash payments made by the Commodity Credit Corporation  
- 
 
"(i) under the terms of any one-year contract entered into in such fiscal year and after the 
issuance of the order; and 
 
"(ii) out of an entitlement account, 
 
to any person (including any producer, lender, or guarantee entity) shall be subject to 
reduction under the order. 
 
"(B) Each contract entered into with producers or producer cooperatives with respect to a 
particular crop of a commodity and subject to reduction under subparagraph (A) shall be 
reduced in accordance with the same terms and conditions. If some, but not all, contracts 
applicable to a crop of a commodity have been entered into prior to the issuance of an 
order under section 254, the order shall provide that the necessary reduction in payments 
under contracts applicable to the commodity be uniformly applied to all contracts for the 
next succeeding crop of the commodity, under the authority provided in paragraph (4). 
 
"(3) Delayed reduction in outlays permissible. -- Notwithstanding any other provision 
[*H10259] of this law, if an order under section 254 is issued with respect to a fiscal 
year, any reduction under the order applicable to contracts described in paragraph (2) 
may provide for reductions in outlays for the account involved to occur in the fiscal year 
following the fiscal year to which the order is issued. No other account, or other program, 
project, or activity, shall bear an increased reduction for the fiscal year to which the order 
applies as a result of the operation of the preceding sentence. 



"(5) Uniform percentage rate of reduction and other limitations. -- All reductions 
described in paragraph (3) which are required to be made in connection with an order 
issued under section 254 with respect to a fiscal year -- 
 
"(A) shall be made so as to ensure that outlays for each program, project, activity, or 
account involved are reduced by a percentage rate that is uniform for all such programs, 
projects, activities, and accounts, and may not be made so as to achieve a percentage rate 
of reduction in any such item exceeding the rate specified in the order; and 
 
"(B) with respect to commodity price support and income protection programs, shall be 
made in such manner and under such procedures as will attempt to ensure that -- 
 
"(i) uncertainty as to the scope of benefits under any such program is minimized; 
 
"(ii) any instability in market prices for agricultural commodities resulting from the 
reduction is minimized; and 
 
"(iii) normal production and marketing relationships among agricultural commodities 
(including both contract and non-contract commodities) are not distorted. 
 
In meeting the criterion set out in clause (iii) of subparagraph (B) of the preceding 
sentence, the President shall take into consideration that reductions under an order may 
apply to programs for two or more agricultural commodities that use the same type of 
production or marketing resources or that are alternative commodities among which a 
producer could choose in making annual production decisions. 
 
"(6) Certain authority not to be limited. -- Nothing in this joint resolution shall limit or 
reduce, in any way, any appropriation that provides the Commodity Credit Corporation 
with funds to cover the Corporation's net realized losses. 
 
"(i) Effects of Sequestration. -- The effects of sequestration shall be as follows: 
 
"(A) Budgetary resources sequestered from any account other than a trust fund account 
shall permanently revert to the Treasury. 
 
"(B) Except as otherwise provided, the same percentage sequestration shall apply to all 
programs, projects, and activities within a budget account (with programs, projects, and 
activities as delineated in the most recently enacted appropriation Act covering that 
account, or for accounts not included in appropriation Acts, as delineated in the most 
recently submitted President's budget). 
 
"(C) Administrative regulations or similar actions implementing a sequestration shall be 
made within 90 days of the sequestration order. To the extent that formula allocations 
differ at different levels of budgetary resources within an account, program, project, or 
activity, the sequestration shall be interpreted as producing a lower total appropriation, 



with the remaining amount of the appropriation being obligated in a manner consistent 
with program allocation formulas in substantive law. 
 
"(D) Except as otherwise provided, obligations in sequestered accounts shall be reduced 
only in the fiscal year in which a sequester occurs. 
 
"(E) If an automatic spending increase is sequestered, the increase (in the applicable 
index) that was disregarded as a result of that sequestration shall not be taken into 
account in any fiscal year. 
 
"(F) Except as otherwise provided, sequestration in accounts for which program 
obligations are indefinite shall be taken in a manner to ensure, to the greatest extent 
possible, that program obligations in the fiscal year of a sequestration are reduced, from 
the level that would actually have occurred, by the applicable sequestration percentage. 
 
"SEC. 257. THE BASELINE. 
 
"(a) In General. -- For any budget year, the baseline refers to a projection of current-year 
levels of new budget authority, outlays, revenues, and the surplus or deficit into the 
budget year and the outyears based on laws enacted through the applicable date. 
 
"(b) Revenues, Fees, and Direct Spending. -- For the budget year and each outyear, the 
baseline shall be calculated using the following assumptions: 
 
"(1) In general. -- Revenue laws, laws providing for fees, and laws providing or creating 
direct spending are assumed to operate in the manner specified in those laws for each 
such year and funding for spending requirements is assumed to be adequate to make all 
payments required by those laws. 
 
"(2) Exceptions. -- (A) No program with estimated current-year outlays greater than $50 
million shall be assumed to expire in the budget year or outyears. 
 
"(B) Agricultural price support programs administered through the Commmodity Credit 
Corporation are assumed to be extended under the terms, support prices, loan rates, and 
other rates of payment in effect the day before the expiration of the Food Security Act of 
1985 or the Food and Agricultural Resources Act of 1990, as applicable. 
 
"(C) The increase for veterans' compensation for a fiscal year is assumed to be the same 
as that required by law for veterans' pensions unless otherwise provided by law enacted 
in that session. 
 
"(D) Excise taxes dedicated to a trust fund, if expiring, are assumed to be extended at 
current rates. 
 



"(3) Health insurance trust fund. -- Notwithstanding any other provision of law, the 
receipts and disbursements of the Hospital Insurance Trust Fund shall be included in all 
calculations required by this Act. 
 
"(c) Discretionary Appropriations. -- For the budget year and each outyear, the baseline 
shall be calculated using the following assumptions regarding all amounts other than 
those covered by subsection (b): 
 
"(1) Inflation of current-year appropriations. -- Budgetary resources other than 
unobligated balances shall be at the level provided for the budget year in full-year 
appropriation Acts. If for any account a full-year appropriation has not yet been enacted, 
budgetary resources other than unobligated balances shall be at the level available in the 
current year, adjusted sequentially and cumulatively for expiring housing contracts as 
specified in paragraph (2), for social insurance administrative expenses as specified in 
paragraph (3), for pay annualization as specified in paragraph (4), for inflation as 
specified in paragraph (5), and to account for changes required by law in the level of 
agency payments for personnel benefits other than pay. 
 
"(2) Expiring housing contracts. -- New budget authority to renew expiring multiyear 
subsidized housing contracts shall be adjusted to reflect the difference in the number of 
such contracts that are scheduled to expire in that fiscal year and the number expiring in 
the current year, with the per-contract renewal cost equal to the average current-year cost 
of renewal contracts. 
 
"(3) Social insurance administrative expenses. -- Budgetary resources for the 
administrative expenses of social insurance trust funds shall be adjusted by the 
percentage change in the beneficiary population from the current year to that fiscal year. 
 
"(4) Pay annualization. -- If current-year pay adjustments for Federal employees occur on 
a date other than October 1 of the current year, current-year new budget authority for 
such employees shall be adjusted by the percentage necessary to reflect the 12-month 
cost of those adjustments. 
 
"(5) Inflators. -- The inflator used in paragraph (1) to adjust budgetary resources relating 
to personnel shall be the percent by which the average of the Bureau of Labor Statistics 
Employment Cost Index (excluding sales) for that fiscal year differs from such index for 
the current year. The inflator used in paragraph (1) to adjust all other budgetary resources 
shall be the percent by which the average of the estimated gross national product fixed-
weight price deflator for that fiscal year differs from the average of such estimated 
deflator for the current year. 
 
"(6) Current-year appropriations. -- If, for any account, a continuing appropriation is in 
effect for less than the entire current year, then the current-year amount shall be assumed 
to equal the amount that would be available if that continuing appropriation covered the 
entire fiscal year. If law permits the transfer of budget authority among budget accounts 
in the current year, the current-year level for an account shall reflect transfers 



accomplished by the submission of, or assumed for the current year in, the President's 
original budget for the budget year. 
 
"(d) Asset Sales and Loan Prepayments. -- The proceeds of asset sales and loan 
prepayments shall be treated as means of financing the deficit. 
 
"(e) Up-to-Date Concepts. -- In deriving the baseline for any budget year or outyear, 
current year amounts shall be calculated using the concepts and definitions that are 
required for that budget year. 
 
"SEC. 258. SUSPENSION IN THE EVENT OF WAR OR LOW GROWTH. 
 
"(a) Procedures in the Event of a Low Growth Report. -- 
 
"(1) Trigger. -- Whenever CBO issues a low-growth report under section 254(g), the 
Majority Leader of each House shall introduce a joint resolution (in the form set forth in 
paragraph (2)) declaring that the conditions specified in section 254(g) are met and 
suspending the relevant provisions of this title, title VI of the Congressional Budget Act 
of 1974, and section 1103 of title 31, United States Code. 
 
"(2) Form of joint resolution. -- 
 
"(A) The matter after the resolving clause in any joint resolution introduced pursuant to 
paragraph (1) shall be as follows: 'That the Congress declares that the conditions 
specified in section 254(g) of the Balanced Budget and Emergency Deficit Control Act of 
1985 are met, and the implementation of the Congressional Budget and Impoundment 
Control Act of 1974, chapter 11 of title 31, United States Code, and part C of the 
Balanced Budget and Emergency Deficit Control Act of 1985 are modified as described 
in section 258(b) of the Balanced Budget and Emergency Deficit Control Act of 1985.'. 
 
"(B) The title of the joint resolution shall be 'Joint resolution suspending certain 
provisions [*H10260] of law pursuant to section 258(a)(2) of the Balanced Budget and 
Emergency Deficit Control Act of 1985.'; and the joint resolution shall not contain any 
preamble. 
 
"(3) Committee action. -- Each joint resolution introduced pursuant to paragraph (1) shall 
be referred to the appropriate committees of the House involved; and such Committee 
shall report the joint resolution to its House without amendment on or before the fifth day 
on which such House is in session after the date on which the joint resolution is 
introduced. If the Committee fails to report the joint resolution within the five-day period 
referred to in the preceding sentence, it shall be automatically discharged from further 
consideration of the joint resolution, and the joint resolution shall be placed on the 
appropriate calendar. 
 
"(4) Consideration of joint resolution. -- 
 



"(A) A vote on final passage of a joint resolution reported to the Senate or discharged 
pursuant to paragraph (3) shall be taken on or before the close of the fifth calendar day of 
session after the date on which the joint resolution is reported or after the Committee has 
been discharged from further consideration of the joint resolution. If prior to the passage 
by one House of a joint resolution of that House, that House receives the same joint 
resolution from the other House, then – 
 
"(i) the procedure in that House shall be the same as if no such joint resolution had been 
received from the other House, but 
 
"(ii) the vote on final passage shall be on the joint resolution of the other House. 
When the joint resolution is agreed to, the Clerk of the House of Representatives (in the 
case of a House joint resolution agreed to in the House of Representatives) or the 
Secretary of the Senate (in the case of a Senate joint resolution agreed to in the Senate) 
shall cause the joint resolution to be engrossed, certified, and transmitted to the other 
House of the Congress as soon as practicable. 
 
"(B)(i) A motion in the Senate to proceed to the consideration of a joint resolution under 
this paragraph shall be privileged and not debatable. An amendment to the motion shall 
not be in order, nor shall it be in order to move to reconsider the vote by which the 
motion is agreed to or disagreed to. 
 
"(ii) Debate in the Senate on a joint resolution under this paragraph, and all debatable 
motions and appeals in connection therewith, shall be limited to not more than five hours. 
The time shall be equally divided between, and controlled by, the majority leader and the 
minority leader or their designees. 
 
"(iii) Debate in the Senate on any debatable motion or appeal in connection with a joint 
resolution under this paragraph shall be limited to not more than one hour, to be equally 
divided between, and controlled by, the mover and the manager of the joint resolution, 
except that in the event the manager of the joint resolution is in favor of any such motion 
or appeal, the time in opposition thereto shall be controlled by the minority leader or his 
designee. 
 
"(iv) A motion in the Senate to further limit debate on a joint resolution under this 
paragraph is not debatable. A motion to table or to recommit a joint resolution under this 
paragraph is not in order. 
 
"(C) No amendment to a joint resolution considered under this paragraph shall be in order 
in the Senate. 
 
"(b) Suspension of Sequestration Procedures. -- Upon the enactment of a declaration of 
war or a joint resolution described in subsection (a) -- 
 
"(1) the subsequent issuance of any sequestration report or any sequestration order is 
precluded; 



 
"(2) titles III and VI of the Congressional Budget Act of 1974 are suspended; and 
 
"(3) section 1103 of title 31, United States Code, is suspended. 
 
"(c) Restoration of Sequestration Procedures. -- 
 
"(1) In the event of a suspension of sequestration procedures due to a declaration of war, 
then, effective with the first fiscal year that begins in the session after the state of war is 
concluded by Senate ratification of the necessary treaties, the provisions of subsection (b) 
triggered by that declaration of war are no longer effective. 
 
"(2) In the event of a suspension of sequestration procedures due to the enactment of a 
joint resolution described in subsection (a), then, effective with regard to the first fiscal 
year beginning at least 9 months after the enactment of that resolution, the provisions of 
subsection (b) triggered by that resolution are no longer effective. 
 
"SEC. 259. MODIFICATION OF PRESIDENTIAL ORDER. 
 
"(a) Introduction of Joint Resolution. -- At any time after the Director of OMB issues a 
report under section 254(d)(1) or (e)(1) for a fiscal year, but before the close of the tenth 
calendar day of session in that session of Congress beginning after the date of issuance of 
such report, the majority leader of either House of Congress may introduce a joint 
resolution which contains provisions directing the President to modify the most recent 
order issued under section 254(d)(2) or (e)(2) for such fiscal year. After the introduction 
of the first such joint resolution in either House of Congress in any calendar year, then no 
other joint resolution introduced in such House in such calendar year shall be subject to 
the procedures set forth in this section. 
 
"(b) Procedures for Consideration of Joint Resolutions. -- 
 
"(1) Referral to committee. -- A joint resolution introduced in the Senate under 
subsection (a) shall be referred to a committee of the Senate and shall be placed on the 
appropriate calendar pending disposition of such joint resolution in accordance with this 
subsection. 
 
"(2) Consideration in the senate. -- On or after the third calendar day (excluding 
Saturdays, Sundays, and legal holidays) beginning after a joint resolution is introduced 
under subsection (a), notwithstanding any rule or precedent of the Senate, including Rule 
22 of the Standing Rules of the Senate, it is in order (even though a previous motion to 
the same effect has been disagreed to) for any Member of the Senate to move to proceed 
to the consideration of the joint resolution, and all points of order against the joint 
resolution (and against consideration of the joint resolution) are waived, except for points 
of order under titles III, IV, or VI of the Congressional Budget Act of 1974. The motion 
is not in order after the eighth calendar day (excluding Saturdays, Sundays, and legal 
holidays) beginning after a joint resolution (to which the motion applies) is introduced. 



The motion is privileged in the Senate and is not debatable. The motion is not subject to 
amendment, or to a motion to postpone, or to a motion to proceed to the consideration of 
other business. A motion to reconsider the vote by which the motion is agreed to or 
disagreed to shall not be in order. If a motion to proceed to the consideration of the joint 
resolution is agreed to, the Senate shall immediately proceed to consideration of the joint 
resolution without intervening motion, order, or other business, and the joint resolution 
shall remain the unfinished business of the Senate until disposed of. 
 
"(3) Debate in the senate. -- 
 
"(A) In the Senate, debate on a joint resolution introduced under subsection (a), 
amendments thereto, and all debatable motions and appeals in connection therewith shall 
be limited to not more than 10 hours, which shall be divided equally between the majority 
leader and the minority leader (or their designees). 
 
"(B) A motion to postpone, or a motion to proceed to the consideration of other business 
is not in order. A motion to reconsider the vote by which the joint resolution is agreed to 
or disagreed to is not in order, and a motion to recommit the joint resolution is not in 
order. 
 
"(C)(i) No amendment that is not germane or relevant to the provisions of the joint 
resolution or to the order issued under section 254(d)(2) or (e)(2) shall be in order in the 
Senate. In the Senate, an amendment, any amendment to an amendment, or any debatable 
motion or appeal is debatable for not to exceed 30 minutes to be equally divided between 
the majority leader and the minority leader (or their designees). 
 
"(ii) In the Senate, an amendment that is otherwise in order shall be in order 
notwithstanding the fact that it amends the joint resolution in more than one place or 
amends language previously amended. It shall not be in order in the Senate to vote on the 
question of agreeing to such a joint resolution or any amendment thereto unless the 
figures then contained in such joint resolution or amendment are mathematically 
consistent. 
 
"(4) Vote on final passage. -- Immediately following the conclusion of the debate on a 
joint resolution introduced under subsection (a), a single quorum call at the conclusion of 
the debate if requested in accordance with the rules of the Senate, and the disposition of 
any amendments under paragraph (3), the vote on final passage of the joint resolution 
shall occur. 
 
"(5) Appeals. -- Appeals from the decisions of the Chair relating to the application of the 
rules of the Senate or the House of Representatives, as the case may be, to the procedure 
relating to a joint resolution described in subsection (a) shall be decided without debate. 
 
"(6) Conference reports. -- In the Senate, points of order under titles III, IV, and VI of the 
Congressional Budget Act of 1974 are applicable to a conference report on the joint 
resolution or any amendments in disagreement thereto. 



"(7) Resolution from other house. -- If, before the passage by the Senate of a joint 
resolution of the Senate introduced under subsection (a), the Senate receives from the 
House of Representatives a joint resolution introduced under subsection (a), then the 
following procedures shall apply: 
 
"(A) The joint resolution of the House of Representatives shall not be referred to a 
committee. 
 
"(B) With respect to a joint resolution introduced under subsection (a) in the Senate -- 
 
"(i) the procedure in the Senate shall be the same as if no joint resolution had been 
received from the House; but 
 
"(ii)(I) the vote on final passage shall be on the joint resolution of the House if it is 
identical to the joint resolution then pending for passage in the Senate; or 
 
"(II) if the joint resolution from the House is not identical to the joint resolution then 
pending for passage in the Senate and the Senate then passes it, the Senate shall be 
considered to have passed the joint resolution [*H10261] as amended by the text of the 
Senate joint resolution. 
 
"(C) Upon disposition of the joint resolution received from the House, it shall no longer 
be in order to consider the resolution originated in the Senate. 
 
"(8) Senate action on house resolution. -- If the Senate receives from the House of 
Representatives a joint resolution introduced under subsection (a) after the Senate has 
disposed of a Senate originated resolution which is identical to the House passed joint 
resolution, the action of the Senate with regard to the disposition of the Senate originated 
joint resolution shall be deemed to be the action of the Senate with regard to the House 
originated joint resolution. If it is not identical to the House passed joint resolution, then 
the Senate shall be considered to have passed the joint resolution of the House as 
amended by the text of the Senate joint resolution.". 
 
PART II -- RELATED AMENDMENTS 
 
SEC. 14111. TEMPORARY AMENDMENTS TO THE CONGRESSIONAL BUDGET  
ACT OF 1974. 
 
Title VI of the Congressional Budget Act of 1974 is amended to read as follows: 
 
"TITLE VI -- BUDGET AGREEMENT ENFORCEMENT PROVISIONS 
 
"SEC. 601. DEFINITIONS. 
 
"As used in this title and for purposes of the Balanced Budget and Emergency Deficit 
Control Act of 1985: 



 
"(1) Maximum Deficit Amount. -- The term 'maximum deficit amount' means -- 
 
"(A) with respect to fiscal year 1991, $302,300,000,000; 
 
"(B) with respect to fiscal year 1992, $276,800,000,000; 
 
"(C) with respect to fiscal year 1993, $189,700,000,000; 
 
"(D) with respect to fiscal year 1994, $58,100,000,000; and 
 
"(E) with respect to fiscal year 1995, $18,700,000,000. 
 
"(2) Discretionary Spending Limit. -- The term 'discretionary spending limit' means -- 
 
"(A) with respect to fiscal year 1991 -- 
 
"(i) for the defense category: $288,918,000,000 in new budget authority and 
$297,659,000,000 in outlays; 
 
"(ii) for the international category: $20,100,000,000 in new budget authority and 
$18,600,000,000 in outlays; and 
 
"(iii) for the domestic category: $182,700,000,000 in new budget authority and 
$198,100,000,000 in outlays; 
 
"(B) with respect to fiscal year 1992 -- 
 
"(i) for the defense category: $291,643,000,000 in new budget authority and 
$295,744,000,000 in outlays; 
 
"(ii) for the international category: $20,500,000,000 in new budget authority and 
$19,100,000,000 in outlays; and 
 
"(iii) for the domestic category: $191,300,000,000 in new budget authority and 
$210,100,000,000 in outlays; 
 
"(C) with respect to fiscal year 1993 -- 
 
"(i) for the defense category: $291,785,000,000 in new budget authority and 
$292,686,000,000 in outlays; 
 
"(ii) for the international category: $21,400,000,000 in new budget authority and 
$19,600,000,000 in outlays; and 
 
"(iii) for the domestic category: $198,300,000,000 in new budget authority and 



$221,700,000,000 in outlays; 
 
"(D) with respect to fiscal year 1994, for the discretionary category: $510,800,000,000 in 
new budget authority and $534,800,000,000 in outlays; and 
 
"(E) with respect to fiscal year 1995, for the discretionary category: $517,700,000,000 in 
new budget authority and $540,800,000,000 in outlays. 
 
"SEC. 602. 5-YEAR BUDGET RESOLUTIONS. 
 
"In the case of any concurrent resolution on the budget for fiscal year 1992, 1993, 1994, 
or 1995, that resolution shall set forth appropriate levels for the fiscal year beginning on 
October 1 of the calendar year in which it is reported and for each of the 4 succeeding 
fiscal years. 
 
"SEC. 603. COMMITTEE ALLOCATIONS AND ENFORCEMENT. 
 
" (a) Committee Spending Allocations. -- 
 
"(1) House of representatives. -- 
 
"(A) Allocation among committees. -- The joint explanatory statement accompanying a 
conference report on a budget resolution shall include allocations, consistent with the 
resolution recommended in the conference report, of the appropriate levels (for each 
fiscal year covered by that resolution and a total for all such years) of -- 
 
"(i) total new budget authority, 
 
"(ii) total entitlement authority, and 
 
"(iii) total outlays; 
 
among each committee of the House of Representatives that has jurisdiction over 
legislation providing or creating such amounts. 
 
"(B) No double counting. -- Any item allocated to one committee of the House of 
Representatives may not be allocated to another such committee. 
 
"(C) Further division of amounts. -- The amounts allocated to each committee for each 
fiscal year, other than the Committee on Appropriations, shall be further divided between 
amounts provided or required by law on the date of filing of that conference report and 
amounts not so provided or required. The amounts allocated to the Committee on 
Appropriations for each fiscal year shall be further divided between discretionary and 
mandatory amounts or programs, as appropriate. 
 



"(2) Senate allocation among committees. -- The joint explanatory statement 
accompanying a conference report on a budget resolution shall include an allocation, 
consistent with the resolution recommended in the conference report, of the appropriate 
levels of – 
 
"(A) total new budget authority, and 
 
"(B) total outlays; 
 
among each committee of the Senate that has jurisdiction over legislation providing or 
creating such amounts. 
 
"(3) Amounts not allocated. -- If a committee receives no allocation of new budget 
authority, entitlement authority, or outlays, that committee shall be deemed to have 
received an allocation equal to zero for new budget authority, entitlement authority, or 
outlays. 
 
"(b) Suballocations by the appropriations committees. -- 
 
"(1) Initial suballocations. -- As soon as practicable after a budget resolution is agreed to, 
the Committee on Appropriations of each House (after consulting with the Committee on 
Appropriations of the other House) shall suballocate each amount allocated to it for the 
budget year under subsection (a)(1)(C) among its subcommittees. 
 
"(2) Filing. -- Each Committee on Appropriations shall promptly report to its House 
suballocations made or revised under this subsection. 
 
"(c) Application of Section 302(f) to This Section. -- In fiscal years through 1995, 
reference in section 302(f) to the appropriate allocation made pursuant to section 302(b) 
for a fiscal year shall, for purposes of this section, be deemed to be a reference to any 
allocation made under subsection (a) or any suballocation made under subsection (b), as 
applicable, for the budget year or for the total of all fiscal years made by the joint 
explanatory statement accompanying the applicable concurrent resolution on the budget. 
 
"(d) Application of Subsections (a) and (b) to Fiscal Years 1992 to 1995. -- In the case of 
concurrent resolutions on the budget for fiscal years 1992 through 1995, allocations shall 
be made under subsection (a) instead of section 302(a) and shall be made under 
subsection (b) instead of section 302(b). For those fiscal years, all references in section 
302(c), (d), (e), and (f) to section 302(a) shall be deemed to be to subsection (a) 
(including revisions made under section 604) and all such references to section 302(b) 
shall be deemed to be to subsection (b) (including revisions made under section 604).". 
 
"(e) Pay-as-you-go exception. -- Section 302(f)(1) shall not apply to any bill, resolution, 
or conference report if -- 
 
"(A) the enactment of such bill or resolution as reported; 



 
"(B) the adoption and enactment of such amendment; or 
 
"(C) the enactment of such bill or resolution in the form recommended in such 
conference report, would not increase the deficit set forth in the most recently agreed to 
concurrent resolution on the budget for any fiscal year covered by that concurrent 
resolution.". 
 
"SEC. 604. CONSIDERATION OF LEGISLATION BEFORE ADOPTION OF 
BUDGET RESOLUTION FOR THAT FISCAL YEAR. 
 
"(a) Adjusting Section 603 Allocation of Discretionary Spending. -- If a concurrent 
resolution on the budget is not adopted by April 15, the chairman of the Committee on 
the Budget of the House of Representatives and the chairman of the Committee on the 
Budget of the Senate shall submit to their respective Houses, as soon as practicable, a 
revised section 603(a) allocation to the Committee on Appropriations of that House 
consistent with the discretionary spending limits contained in the most recent budget 
submitted by the President under section 1105(a) of title 31, United States Code. 
 
"(b) As soon as practicable after a revised section 603(a) allocation is submitted, the 
Committee on Appropriations of each House shall make revised suballocations and 
promptly report those revised suballocations to its House. 
 
"SEC. 605. RECONCILIATION DIRECTIVES REGARDING PAY-AS-YOU-GO 
REQUIREMENTS. 
 
"(a) Instructions to Effectuate Pay-As-You-Go. -- If legislation providing for a net 
reduction in revenues in any fiscal year (that, within the same measure, is not fully offset 
in that fiscal year by reductions in direct spending) is enacted, the Committee on the 
Budget of the House of Representatives or the Senate may report, within 15 legislative 
days during a Congress, a pay-as- you-go reconciliation directive in the form of a 
concurrent resolution -- 
 
"(1) specifying the total amount by which revenues sufficient to eliminate the net deficit 
increase resulting from that legislation in each fiscal year are to be changed; and 
 
"(2) directing that the committees having jurisdiction determine and recommend changes 
in the revenue law, bills, and resolutions to accomplish a change of such total amount. 
 
"(b) Consideration of Pay-As-You-Go Reconciliation Directive. -- In the Senate, section 
305(b) shall apply to the reconciliation directive described in subsection (a) in the same 
manner as if it were a concurrent resolution on the budget. 
 
"(c) Consideration of Pay-As-You-Go Reconciliation Legislation. -- In the House of 
Representatives and in the Senate, subsections (b) through (e) and (g) of section 310 shall 



apply in the same manner as if the reconciliation directive described in subsection 
[*H10262] (a) were a concurrent resolution on the budget. 
 
SEC. 606. APPLICATION OF SECTION 311. 
 
"In the application of section 311(a) to any bill, resolution, amendment, or conference 
report, reference in section 311 to the appropriate level of total budget authority or total 
budget outlays or appropriate level of total revenues set forth in the most recently agreed 
to concurrent resolution on the budget for a fiscal year shall be deemed to be a reference 
to the appropriate level for that fiscal year and to the total of the appropriate level for that 
year and the 4 succeeding years. 
 
"SEC. 607. BUDGET RESOLUTIONS MUST CONFORM TO BALANCED BUDGET 
AND EMERGENCY DEFICIT CONTROL ACT OF 1985. 
 
"It shall not be in order in the House of Representatives or the Senate to consider any 
concurrent resolution on the budget for a fiscal year under section 301 that is inconsistent 
with the requirements of the Balanced Budget and Emergency Deficit Control Act of 
1985 that apply to that fiscal year.". 
 
"SEC. 608. EFFECTIVE DATES. 
 
This title shall take effect upon its date of enactment and shall apply to fiscal years 1991 
to 1995.". 
 
SEC. 14112. CONFORMING AMENDMENTS. 
 
(a) Conforming Amendments to the Congressional Budget and Impoundment Control Act 
of 1974. -- 
 
(1) Table of contents. -- Section 1(b) of the Congressional Budget and Impoundment 
Control Act of 1974 is amended to reflect the new section numbers and headings created 
by this title. 
 
(2) Section 3. -- Section 3 of such Act is amended -- 
 
(A) by striking paragraphs (6) through (10) and by inserting the following: 
 
"(6) The term 'deficit' means, with respect to a fiscal year, the amount by which outlays 
exceeds receipts during that year. 
 
"(7) The term 'surplus' means, with respect to a fiscal year, the amount by which receipts 
exceeds outlays during that year. 
 
(3) Section 202. -- Section 202(a)(1) and the second sentence of 202(f)(1) of such Act are 
amended by striking "budget authority" and inserting "new budget authority" . 



 
(4) Section 300. -- Section 300 of such Act is amended by striking "First Monday after 
January 3" and by inserting "First Monday in February". 
 
(5) Section 304. -- Section 304 of such Act is amended by striking subsection (b) and by 
striking "(c)" and inserting "(b)". 
 
(6) Section 301(i). -- Section 301(i) of such Act is repealed. 
 
(7) Section 311(a). -- Section 311(a) of such Act is amended by striking "or, in the 
Senate" and all that follows thereafter through "paragraph (2) of such subsection". 
 
(8) Section 904. -- Section 904 of such Act is amended by striking "and" after "III", by 
inserting ", V, and VI (except section 601)" after "IV", and by striking "606,". 
 
(b) Conforming Amendment to the Balanced Budget and Emergency Deficit Control Act 
of 1985. -- Subsection (b) of section 275 of the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended to read as follows: 
 
"(b) Expiration. -- Part C of this title, section 271(b) of this Act, and sections 1105(f) and 
1106(c) of title 31, United States Code, shall expire September 30, 1995.". 
 
(c) Conforming Amendments to section 1105 of title 31, United States Code. -- 
 
(1) Section 1105(a). -- Section 1105(a) of title 31, United States Code, is amended by 
striking "first Monday after January 3" and by inserting "first Monday in February" 
 
(2) Section 1105(f). -- Section 1105(f) of title 31, United States Code, is amended to read 
as follows: 
 
"(f) The budget transmitted pursuant to subsection (a) for a fiscal year shall be prepared 
in a manner consistent with the requirements of the Balanced Budget and Emergency 
Deficit Control Act of 1985 that apply to that fiscal year.". 
 
(d) Conforming Amendments to the Rules of the House of Representatives. -- 
 
(1) Cross-reference. -- Clause 1(e)(2) of rule X of the Rules of the House of 
Representatives is amended by striking "(a)(4)". 
 
(2) Cross-reference. -- Clause 1(e)(2) of rule X of the House of Representatives is 
amended by striking "Act, and any resolution pursuant to section 254(b) of the Balanced 
Budget and Emergency Deficit Control Act of 1985" and inserting "Act". 
 
(3) Allocations. -- Clause 4(h) of rule X of the House of Representatives is amended by 
inserting "or section 603 (in the case of fiscal years 1991 through 1995)" after "section 
302". 



 
(4) Multiyear revenue estimates. -- Clause 7(a)(1) of rule XIII of the House of 
Representatives is amended by striking ", except that, in the case of measures affecting 
the revenues, such reports shall require only an estimate of the gain or loss in revenues 
for a one-year period". 
 
(e) Conforming Amendment to the Standing Rules of the Senate. -- Paragraph 1(e)(1) of 
rule XXV of the Standing Rules of the Senate is amended by striking "(a)(4)". 
 
Subtitle B -- Permanent Amendments to the Congressional Budget and Impoundment 
Control Act of 1974 
 
SEC. 14201. CREDIT ACCOUNTING. 
 
Title V of the Congressional Budget Act of 1974 is amended to read as follows: 
 
"TITLE V -- CREDIT ACCOUNTING 
 
"SEC. 501. COST OF LOANS. 
 
"As used in this title, the term 'cost' or 'cost of loans' means the cost to the Government of 
any loan (that is, any direct loan or loan guarantee), including the cost of, and receipts 
from, insurance purchased by the Government, except indirect costs such as 
administrative costs or any effect on receipts, and shall be calculated as follows: 
 
"(1) Direct loans. -- For a direct loan to the public made by the Government, the 
difference between the face value of the loan and the net present value of -- 
 
"(A) the repayments of principal; and 
 
"(B) payments of interest and other payments; 
 
to the Government by the borrower over the life of the loan, after adjusting for estimated 
defaults, prepayments, fees, penalties, and any other recoveries. 
 
"(2) Loan guarantees. -- For a loan made by a non-Federal borrower that is guaranteed as 
to principal or interest, in whole or in part, by the Government, the net present value of 
(A) estimated payments by the Government to cover defaults, interest subsidies, or other 
costs, and (B) receipts (such as origination and other fees, penalties, and other recoveries) 
by the Government. 
 
"(3) Actions that alter costs. -- Any Government action that alters estimated loan costs 
(except modifications within the terms of a loan contract) shall be accounted as 
increasing or decreasing, as the case may be, the cost to the Government of such loans. 
 



"(4) Discount rate. -- The estimated average interest rate on new issues of Treasury 
securities of similar maturity to the loans being estimated shall be used as the discount to 
present value. 
 
"SEC. 502. BUDGETARY ACCOUNTING. 
 
"(a) New Budget Authority. -- The authority to incur new direct loan obligations, make 
new loan guarantee commitments, or directly or indirectly alter the costs of outstanding 
loans is new budget authority in an amount equal to the cost (as defined in section 501), 
in the fiscal year in which definite authority becomes available or in which indefinite 
authority is used. 
 
"(b) Outlays. -- Outlays resulting from, and equal in amount to, the amount of new 
budget authority referred to in subsection (a) that is obligated shall be recorded in the 
fiscal year in which a loan is disbursed or its cost altered. 
 
"(c) Residual Cash Flow. -- 
 
"(1) In general. -- All flows of cash resulting from Federal loan contracts other than the 
outlays recorded pursuant to subsection (b) shall be a means of financing the deficit. 
 
"(2) Reestimates. -- Whenever the estimate of the cost of loan obligations or 
commitments already made for a given program cohort differs from the estimate used 
when the loans were made, that reestimate shall immediately be reflected in the budget as 
a change in program costs and as a change in net interest. 
 
"(3) Implementation. -- In order to effectuate the accounting required by the previous 
provisions of this section, (A) the President is authorized to establish such nonbudgetary 
accounts as may be appropriate, and (B) the Secretary of the Treasury shall borrow from, 
receive from, lend to, or pay to such accounts such amounts as may be appropriate. 
 
"SEC. 503. CONGRESSIONAL CONTROL OF LOAN COSTS. 
 
"(a) Appropriation Required. -- Notwithstanding any other provision of law, new direct 
loan obligations may be incurred and new loan guarantee commitments may be made 
after September 30, 1991, only to the extent that appropriations of new budget authority 
to cover their costs are made, or authority is otherwise provided, in appropriation Acts 
enacted after January 1, 1991. 
 
"(b) Exemption for Mandatory Progams. -- Subsection (a) shall not apply to any loan 
program that constitutes a spending requirement, and all existing programs funded 
through the Commodity Credit Corporation. 
 
"SEC. 504. EXECUTIVE BRANCH COST ESTIMATES. 
 



"(a) In General. -- For the executive branch, all estimates required by this title shall be 
made by the Director of the Office of Management and Budget after consultation with the 
agencies that administer loan programs (or, if such authority is delegated, by those 
agencies), and shall be based upon written guidelines, regulations, or criteria (consistent 
with the definitions in this title) established by the Director after consultation with 
Secretary of the Treasury and the Director of the Congressional Budget Office. 
 
"(b) Improving Cost Estimates. -- The Office of Management and Budget and the 
Congressional Budget Office shall work together to develop accurate data on the 
historical performance of loan programs. They shall annually review loan portfolios to 
improve estimates of loan costs. 
 
"(c) Access to Data. -- The Office of Management and Budget, the Treasury, and the 
Congressional Budget Office shall have access to all agency data that may facilitate the 
development or improvement of loan cost estimates. 
 
"SEC. 505. BUDGET PRESENTATION OF COSTS. 
 
"(a) Administrative Expenses. -- All funding for an agency's administration of a loan 
program shall be displayed as distinct and [*H10263] separately identified subaccounts 
within the same budget account as the program's loan cost, but appropriation Acts may 
transfer funding for those administrative costs to other accounts. 
 
"(b) Loan Costs Before Fiscal Year 1992. -- The Office of Management and Budget shall, 
to the extent possible, make summary estimates of loan costs incurred in years before 
fiscal year 1992 and shall make such information available to supplement or adjust (as 
appropriate) historical data for such years. 
 
"SEC. 506. EFFECTIVE DATES. 
 
"(a) President's Budget. -- This title shall apply to budget estimates for loans to be 
obligated in fiscal year 1992 and thereafter presented in the budgets submitted by the 
President under section 1105(a) of title 31, United States Code, after the enactment of this 
title. 
 
"(b) Congressional Budget. -- This title shall apply to budget estimates for loans to be 
obligated in fiscal year 1992 and thereafter contained in concurrent resolutions on the 
budget for fiscal years 1992 and thereafter. 
 
"(c) Loans Obligated Before Fiscal Year 1992. -- Net costs of loans obligated before 
fiscal year 1992 shall be shown in the budget on a cash basis. This subsection shall be 
deemed to provide authority to make any payments required to be made on such loan 
contracts. 
 
"SEC. 507. STUDY OF FEDERAL INSURANCE ACCOUNTING. 



"The Director of the Office of Management and Budget and the Director of the 
Congressional Budget Office shall each study whether the accounting for Federal deposit 
insurance programs should be on a cash basis, on the same basis as loan guarantees, or on 
some other basis. Each Director shall report findings and recommendations to the 
President and the Congress by August 31, 1991.". 
 
Subtitle C -- Social Security 
 
SEC. 14301. OFF-BUDGET STATUS OF OASDI TRUST FUNDS. 
 
Notwithstanding any other provision of law, the receipts (excluding interest on 
obligations described in section 201(d) of the Social Security Act) and disbursements of 
the Federal Old-Age and Survivors Insurance Trust Fund and the Federal Disability 
Insurance Trust Fund shall not be counted as new budget authority, outlays, receipts, or 
deficit or surplus for purposes of – 
 
(1) the budget of the United States Government as submitted by the President, 
 
(2) the congressional budget, or 
 
(3) the Balanced Budget and Emergency Deficit Control Act of 1985. 
 
SEC. 14302. PROTECTION OF OASDI TRUST FUNDS. 
 
(a) In General. -- (1) It shall not be in order in the House of Representatives or the Senate 
to consider any bill or resolution, or any amendment thereto or conference report thereon, 
if – 
 
(A) upon enactment -- 
 
(i) such legislation under consideration would provide for a net increase in OASDI 
benefits of at least 0.02 percent of the present value of future taxable payroll for the 75-
year period utilized in the most recent annual report of the Board of Trustees provided 
pursuant to section 201(c)(2) of the Social Security Act, or 
 
(ii) the net increase in OASDI benefits (for the 5-year period consisting of the fiscal year 
in which such legislation under consideration would be effective and the next 4 fiscal 
years) provided by such legislation under consideration, together with the 5-year net 
increases in OASDI benefits resulting from previous legislation enacted during that fiscal 
year or any of the previous 4 fiscal years (as estimated at the time of enactment), exceeds 
$250,000,000,  
 
and such legislation under consideration does not provide at least a net increase, for the 
same period referred to in clause (i) or (ii), in OASDI taxes of the amount by which the 
net increase in such benefits exceeds the amount specified in such clause; or 
 



(B) upon enactment -- 
 
(i) such legislation under consideration would provide for a net decrease in OASDI taxes 
of at least 0.02 percent of the present value of future taxable payroll for the 75-year 
period utilized in the most recent annual report of the Board of Trustees provided 
pursuant to section 201(c)(2) of the Social Security Act, or 
 
(ii) the net decrease in OASDI taxes (for the 5-year period consisting of the fiscal year in 
which such legislation under consideration would be effective and the next 4 fiscal years) 
provided by such legislation under consideration, together with the 5-year net decrease in 
OASDI taxes resulting from previous legislation enacted during that fiscal year or any of 
the previous 4 fiscal years (as estimated at the time of enactment), exceeds $250,000,000, 
 
and such legislation under consideration does not provide at least a net decrease, for the 
same period referred to in clause (i) or (ii), in OASDI benefits of the amount by which 
the net decrease in such taxes exceeds the amount specified in such clause. 
 
(2) In applying subparagraph (B) of paragraph (1), any provision of any bill or resolution, 
or any amendment thereto, or conference report thereon, the effect of which is to provide 
for a net decrease for any period in taxes described in paragraph (3)(B)(i) shall be 
disregarded if such bill, resolution, amendment, or conference report also includes a 
provision the effect of which is to provide for a net increase of at least an equivalent 
amount for such period in medicare taxes. 
 
(3) For purposes of this subsection: 
 
(A) The term "OASDI benefits" means the benefits under the old-age, survivors, and 
disability insurance programs under title II of the Social Security Act. 
 
(B) The term "OASDI taxes" means -- 
 
(i) the taxes imposed under sections 1401(a), 3101(a), and 3111(a) of the Internal 
Revenue Code of 1986, and 
 
(ii) the taxes imposed under chapter 1 of such Code (to the extent attributable to section 
86 of such Code). 
 
(C) The term "medicare taxes" means the taxes imposed under sections 1401(b), 3101(b), 
and 3111(b) of the Internal Revenue Code of 1986. 
 
(D) The term "previous legislation" shall not include legislation enacted before fiscal year 
1991.  
 
(E) No provision of any bill or resolution, or any amendment thereto or conference report 



thereon, involving a change in chapter 1 of the Internal Revenue Code of 1986 shall be 
treated as affecting the amount of OASDI taxes referred to in subparagraph (B)(ii) unless 
such provision changes the income tax treatment of OASDI benefits. 
 
(b) Exercise of Rulemaking Power of the House of Representatives and the Senate. – 
Subsection (a) is enacted by the Congress -- 
 
(1) as an exercise of the rulemaking power of the House of Representatives and the 
Senate, respectively, and as such they shall be considered as a part of the rules of each 
House, respectively, or of that House to which they specifically apply, and such rules 
shall supersede other rules only to the extent that they are inconsistent therewith; and 
 
(2) with full recognition of the constitutional right of either House to change such rules 
(so far as relating to such House) at any time, in the same manner, and to the same extent 
as in the case of any other rule of such House. 
 
SEC. 14303. REPORT TO THE CONGRESS BY THE BOARD OF TRUSTEES OF 
THE OASDI TRUST FUNDS REGARDING THE ACTUARIAL BALANCE OF THE 
TRUST FUNDS.  
 
Section 201(c) of the Social Security Act (42 U.S.C. 401(c)) is amended by inserting 
after the first sentence following clause (5) the following new sentence: "Such statement 
shall include a finding by the Board of Trustees as to whether the Federal Old-Age and 
Survivors Insurance Trust Fund and the Federal Disability Insurance Trust Fund, 
individually and collectively, are in close actuarial balance (as defined by the Board of 
Trustees).". 
 
SEC. 14304. EFFECTIVE DATE. 
 
Sections 14301 and 14302, and any amendments made by such sections, shall apply with 
respect to fiscal years beginning on or after October 1, 1991. Section 14303 shall be 
effective for annual reports of the Board of Trustees issued in or after calendar year 1991. 
 
Subtitle D -- Treatment of Fiscal Year 1991 Sequestration 
 
SEC. 14401. RESTORATION OF FUNDS SEQUESTERED. 
 
(a) Order Rescinded. -- Upon the enactment of this Act, the orders issued by the President 
on August 27, 1990, and October 15, 1990, pursuant to section 252 of the Balanced 
Budget and Emergency Deficit Control Act of 1985 are hereby rescinded. 
 
(b) Amounts Restored. -- Any action taken to implement the orders referred to in 
subsection (a) shall be reversed, and any sequestrable resource that has been reduced or 
sequestered by such orders is hereby restored, revived, or released and shall be available 
to the same extent and for the same purpose as if the orders had not been issued. 
 



Subtitle E -- Government-sponsored Enterprises 
 
SEC. 14501. FINANCIAL SAFETY AND SOUNDNESS OF GOVERNMENT-
SPONSORED ENTERPRISES. 
 
(a) Definition. -- For purposes of this section, the terms "Government-sponsored 
enterprise" and "GSEs" mean the Farm Credit System (including the Farm Credit Banks, 
Banks for Cooperatives, Federal Agricultural Mortgage Corporation, and Farm Credit 
Insurance Corporation), the Federal Home Loan Bank System, the Federal Home Loan 
Mortgage Corporation, the Federal National Mortgage Association, and the Student Loan 
Marketing Association. 
 
(b) Treasury Department Study and Proposed Legislation. -- 
 
(1) The Department of the Treasury shall prepare and submit to Congress no later than 
April 30, 1991, a study of GSEs and recommended legislation. 
 
(2) The study shall include an objective assessment of the financial soundness of GSEs, 
the adequacy of the existing regulatory structure for GSEs, and the financial exposure of 
the Federal Government posed by GSEs. 
 
(c) Congressional Budget Office Study. -- 
 
(1) The Congressional Budget Office shall prepare and submit to Congress no later than 
April 30, 1991, a study of GSEs. 
 
(2) The study shall include [*H10264] an analysis of the financial risks each GSE 
assumes, how Congress may improve its understanding of those risks, the supervision 
and regulation of GSEs' risk management, and the financial exposure of the Federal 
Government posed by GSEs. The study shall also include an analysis of alternative 
models for oversight of GSEs and of the costs and benefits of each alternative model to 
the Government and to the markets and beneficiaries served by GSEs. 
 
(d) Access to Relevant Information. -- 
 
(1) For the studies required by this section, each GSE shall provide full and prompt 
access to the Secretary of the Treasury and the Director of the Congressional Budget 
Office to its books and records and other information requested by the Secretary of the 
Treasury or the Director of the Congressional Budget Office. 
 
(2) In preparing the studies required by this section, the Secretary of the Treasury and the 
Director of the Congressional Budget Office may request information from, or the 
assistance of, any Federal department or agency authorized by law to supervise the 
activities of a GSE. 
 
(e) Confidentiality of Relevant Information. -- 



(1) The Secretary of the Treasury and the Director of the Congressional Budget Office 
shall determine and maintain the confidentiality of any book, record, or information made 
available by a GSE under this section in a manner consistent with the level of 
confidentiality established for the material by the GSE involved. 
 
(2) The Department of the Treasury and the Congressional Budget Office shall be exempt 
from section 552 of title 5, United States Code, for any book, record, or information 
made available under subsection (d) and determined by the Secretary of the Treasury or 
the Director of the Congressional Budget Office, as appropriate, to be confidential under 
this subsection. 
 
(3) Any officer or employee of the Department of the Treasury or the Congressional 
Budget Office shall be subject to the penalties set forth in section 1906 of title 18, United 
States Code, if – 
 
(A) by virtue of his or her employment or official position, he or she has possession of or 
access to any book, record, or information made available under and determined to be 
confidential under this section; and 
 
(B) he or she discloses the material in any manner other than -- 
 
(i) to an officer or employee of the Department of the Treasury or the Congressional 
Budget Office; or 
 
(ii) pursuant to the exception set forth in such section 1906. 
 
(f) Requirement To Report Legislation. -- The committees of jurisdiction in the House 
and Senate shall prepare and report to the House and Senate, respectively, no later than 
September 15, 1991, legislation to ensure the financial soundness of GSEs and to 
minimize the possibility that a GSE might require future assistance from the Government. 
 
The CHAIRMAN. Only the following two amendments en bloc are in order to the bill: 
 
The amendment en bloc printed in part 2 of House Report 101-882, if offered by 
Representative Rostenkowski, or his designee. Said amendment shall be considered as 
read, shall not be subject to amendment, shall be indivisible, and is debatable for up to 1 
hour, equally divided and controlled by the proponent and a Member opposed. 
 
An amendment en bloc offered by Representative Panetta, or his designee. Said 
amendment shall be considered as read, shall not be subject to amendment, shall be 
indivisible, and is debatable for up to 30 minutes, equally divided and controlled by the 
proponent and a Member opposed. 
 
AMENDMENTS EN BLOC OFFERED BY MR. ROSTENKOWSKI 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I offer amendments en bloc. 



 
The CHAIRMAN. The Clerk will designate the amendments en bloc. 
 
The text of the amendments en bloc is as follows: 
 
Amendments en bloc offered by Mr. Rostenkowski: Amend subtitle D of title XII to read 
as follows: 
 
Subtitle D -- Provisions Relating to Medicare Part B Premium and Deductible 
 
SEC. 12301. PART B PREMIUM. 
 
Section 1839(e)(1) of the Social Security Act (42 U.S.C. 1395r(e)(1)) is amended -- 
 
(1) by inserting "(A)" after "(e)(1)", and 
 
(2) by adding at the end the following new subparagraph: 
 
"(B) Notwithstanding the provisions of subsection (a), the monthly premium for each 
individual enrolled under this part for each month in -- 
 
"(i) 1991 shall be $29.90, 
 
"(ii) 1992 shall be $31.70, 
 
"(iii) 1993 shall be $36.50, 
 
"(iv) 1994 shall be $41.20, and 
 
"(v) 1995 shall be $46.20.". 
 
SEC. 12302. PART B DEDUCTIBLE. 
 
Section 1833(b) of the Social Security Act (42 U.S.C. 13951) is amended by inserting 
after "$75" the following: "for calendar years before 1991 and $100 for 1991 and 
subsequent years". 
 
Strike title XIII and insert the following: 
 
TITLE XIII -- COMMITTEE ON WAYS AND MEANS: REVENUE PROVISIONS 
 
SEC. 13001. 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 to be made to a section or 
other provision of the Internal Revenue Code of 1986. 
 
(c) Section 15 Not To Apply. -- Except as otherwise expressly provided in this title, no 
amendment made by this title shall be treated as a change in a rate of tax for purposes of 
section 15 of the Internal Revenue Code of 1986. 
 
(d) Table of Contents. -- 
 
TITLE XIII -- COMMITTEE ON WAYS AND MEANS: REVENUE PROVISIONS 
 
Sec. 13001. Short title; etc. 
 
Subtitle A -- Individual Income Tax Provisions; Luxury Excise Tax 
 
PART I -- PROVISIONS AFFECTING HIGH-INCOME INDIVIDUALS 
 
Sec. 13101. Elimination of provision reducing marginal tax rate for high-income 
taxpayers. 
 
Sec. 13102. Increase in rate of individual alternative minimum tax. 
 
Sec. 13103. Surtax on individuals with incomes over $1,000,000. 
 
Sec. 13104. Taxes on luxury items. 
 
Sec. 13105. Increase in dollar limitation on amount of wages subject to hospital insurance 
tax. 
 
PART II -- DELAY OF INDEXING OF INCOME TAX BRACKETS AND 
PERSONAL EXEMPTIONS 
 
Sec. 13111. Delay of indexing of income tax brackets and personal exemptions. 
 
PART III -- PROVISIONS RELATED TO EARNED INCOME TAX CREDIT 
 
Sec. 13121. Increase in earned income tax credit. 
 
Sec. 13122. Simplification of credit. 
 
PART IV -- CAPITAL GAINS PROVISIONS 
 
Subpart A -- Reduction in Capital Gains Tax for Individuals 
 



Sec. 13131. Reduction in capital gains tax for individuals. 
 
Subpart B -- Depreciation Recapture 
 
Sec. 13135. Recapture under section 1250 of total amount of depreciation. 
 
Subtitle B -- Excise Taxes 
 
PART I -- TAXES RELATED TO HEALTH AND THE ENVIRONMENT 
 
Sec. 13201. Increases in excise taxes on distilled spirits, wine, and beer. 
 
Sec. 13202. Increase in excise taxes on tobacco products. 
 
Sec. 13203. Additional chemicals subject to tax on ozone-depleting chemicals. 
 
PART II -- USER-RELATED TAXES 
 
Sec. 13211. Increase and extension of aviation-related taxes and trust fund; repeal of 
reduction in rates. 
 
Sec. 13212. Amendments to gas guzzler tax. 
 
Sec. 13213. Increase in harbor maintenance tax. 
 
Sec. 13214. Extension of Leaking Underground Storage Tank Trust Fund taxes. 
 
Sec. 13215. Floor stocks tax treatment of articles in foreign trade zones. 
 
Subtitle C -- Other Revenue Increases 
 
PART I -- INSURANCE PROVISIONS 
 
Subpart A -- Provisions Related to Policy Acquisition Costs 
 
Sec. 13301. Capitalization of policy acquisition expenses. 
 
Sec. 13302. Treatment of nonlife reserves of life insurance companies. 
 
Sec. 13303. Treatment of life insurance reserves of insurance companies which are not 
life insurance companies. 
 
Subpart B -- Treatment of Salvage Recoverable 
 
Sec. 13305. Treatment of salvage recoverable. 
 



Subpart C -- Waiver of Estimated Tax Penalties 
 
Sec. 13307. Waiver of estimated tax penalties. 
 
PART II -- COMPLIANCE PROVISIONS 
 
Sec. 13311. Suspension of statute of limitations during proceedings to enforce certain 
summonses. 
 
Sec. 13312. Accuracy-related penalty to apply to section 482 adjustments. 
 
Sec. 13313. Treatment of persons providing services. 
 
Sec. 13314. Application of amendments made by section 7403 of Revenue Reconciliation 
Act of 1989 to taxable years beginning on or before July 10, 1989. 
 
Sec. 13315. Other reporting requirements. 
 
Sec. 13316. Study of section 482. 
 
PART III -- EMPLOYER REVERSIONS 
 
Subpart A -- Treatment of Reversions of Qualified Plan Assets to Employers 
 
Sec. 13321. Increase in reversion tax. 
 
Sec. 13322. Additional tax if no replacement plan. 
 
Sec. 13323. Effective date. 
 
[*H10265] SUBPART B -- TRANSFERS TO RETIREE HEALTH ACCOUNTS 
 
Sec. 13325. Transfer of excess pension assets to retiree health accounts. 
 
Sec. 13326. Application of ERISA to transfers of excess pension assets to retiree health 
accounts. 
 
PART IV -- CORPORATE PROVISIONS 
 
Sec. 13331. Recognition of gain by distributing corporation in certain section 355 
transactions. 
 
Sec. 13332. Modifications to regulations issued under section 305(c). 
 
Sec. 13333. Modifications to section 1060. 
 



Sec. 13334. Modification to corporation equity reduction limitations on net operating loss 
carrybacks. 
 
Sec. 13335. Issuance of debt or stock in satisfaction of indebtedness. 
 
PART V -- EMPLOYMENT TAX PROVISIONS 
 
Sec. 13341. Coverage of certain State and local employees under Social Security. 
 
Sec. 13342. Extension of surtax on unemployment tax. 
 
Sec. 13343. Deposits of payroll taxes. 
 
PART VI -- MISCELLANEOUS PROVISIONS 
 
Sec. 13351. Special rules where grantor of trust is a foreign person. 
 
Sec. 13352. Return requirement where cash received in trade or business. 
 
Subtitle A -- Individual Income Tax Provisions; Luxury Excise Tax 
 
PART I -- PROVISIONS AFFECTING HIGH-INCOME INDIVIDUALS 
 
SEC. 13101. ELIMINATION OF PROVISION REDUCING MARGINAL TAX RATE 
FOR HIGH-INCOME TAXPAYERS. 
 
(a) General Rule. -- Section 1 (relating to tax imposed) is amended by striking 
subsections (a) through (e) and inserting the following: 
 
"(a) Married Individuals Filing Joint Returns and Surviving Spouses. -- There is hereby 
imposed on the taxable income of -- 
 
"(1) every married individual (as defined in section 7703) who makes a single return 
jointly with his spouse under section 6013, and 
 
"(2) every surviving spouse (as defined in section 2(a)), a tax determined in accordance 
with the following table:" If taxable income is: 
 

The tax is: 
Not over $32,450       15% of taxable income. 
Over $32,450 but not over $67,200    $4,867.50, plus 28% of the excess 

over $32,450. 
Over $78,400        $17,733.50, plus 33% of the 

excess over $78,400. 



"(b) Heads of Households. -- 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 is: 

The tax is: 
Not over $26,050       15% of taxable income. 
Over $26,050 but not over $67,200    $3,907.50, plus 28% of the excess 

over $26,500. 
Over $67,200        $15,429.50, plus 33% of the 

excess over $67,200. 
 
"(c) Unmarried Individuals (Other Than Surviving Spouses and Heads of Households). -- 
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 individual (as defined in section 7703) a tax 
determined in accordance with the following table:" If taxable income is: 

The tax is: 
Not over $19,450       15% of taxable income. 
Over $19,450 but not over $47,050    $2,917.50, plus 28% of the excess 

over $19,450. 
Over $47,050        $10,645.50, 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 
accordance with the following table:" If taxable income is: 

The tax is: 
Not over $16,225       15% of taxable income. 
Over $16,225 but not over $39,200    $2,433.75, plus 28% of the excess 

over $16,225. 
Over $39,200       $8,866.75, plus 33% of the excess 

over $39,200. 
 
"(e) Estates and Trusts. -- There is hereby imposed on the taxable income of -- 
 
"(1) every estate, and 
 
"(2) every trust, 
 
taxable under this subsection a tax determined in accordance with the following table:"If 
taxable income is: 

The tax is: 
Not over $5,450      15% of taxable income. 
Over $5,450 but not over $14,150    $817.50, plus 28% of the excess 

over $5,450. 
Over $14,150       $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 exemptions). 
 
(2) Conforming amendment. -- Subparagraph (A) of section 1(f)(6) (relating to 
adjustments for inflation) is amended by striking "subsection (g)(4),". 
 
(c) 28 Percent Maximum Capital Gains Rate. -- Subsection (j) of section 1 (relating to 
maximum capital gains rate) is amended to read as follows: 
 
"(j) Maximum Capital Gains Rate. -- 
 
"(1) In general. -- If a taxpayer has a net capital gain for any taxable year, then the tax 
imposed by this section shall not exceed the sum of -- 
 
"(A) a tax computed at the rates and in the same manner as if this subsection had not been 
enacted on the greater of -- 
 
"(i) taxable income reduced by the amount of the net capital gain, or 
 
"(ii) 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 
determined under paragraph (1). 
 
"(2) Coordination with section 1202 deduction. -- For purposes of paragraph (1), the 
amount of the net capital gain shall be reduced by the sum of -- 
 
"(A) the amount allowable as a deduction under section 1202(a)(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. -- 
 
(1)(A) Subsection (f) of section 1 is amended -- 
 
(i) by striking "1988" in paragraph (1) and inserting "1990", and 
 
(ii) by striking "1987" in paragraph (3)(B) 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(e)(5) is amended -- 
 
(i) by inserting ", by substituting 'calendar year 1987' for 'calendar year 1989' in 
subparagraph 
 
(B) thereof" before the period at the end of clause (i), 
 
(ii) by striking "1987" in clause (ii) and inserting "1989", and 
 
(iii) by adding at the end of clause (ii) the following new sentence: "Such substitution 
shall be in lieu of the substitution under clause (i).". 
 
(D) Subparagraph (B) of section 63(c)(4) 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 (ii) of section 135(b)(2)(B) is amended by striking ", determined by 
substituting 'calendar year 1989' for 'calendar year 1987' in subparagraph (B) thereof". 
 
(F) Subparagraph (B) of section 151(d)(3) is amended by striking "1987" and inserting 
"1989". 
 
(G) Clause (ii) of section 513(h)(2)(C) is amended by inserting ", by substituting 
'calendar year 1987' for 'calendar year 1989' in subparagraph (B) thereof" before the 
period at the end. 
 
(2) Section 1 is amended by striking subsection (h) and redesignating subsections (i) and 
(j) as subsections (g) and (h), respectively. 
 
(3) Subsection (j) of section 59 is amended -- 
 
(A) by striking "section 1(i)" each place it appears and inserting "section 1(g)", and 
 
(B) by striking "section 1(i)(3)(B)" in paragraph (2)(C) and inserting "section 
1(g)(3)(B)". 
 
(4) Paragraph (4) of section 691(c) is amended by striking "1(j)" and inserting "1(h)". 
 
(5)(A) Clause (i) of section 904(b)(3)(D) is amended by striking "subsection (j)" and 
inserting "subsection (h)". 
 
(B) Subclause (I) of section 904(b)(3)(E)(iii) is amended by striking "section 1(j)" and 
inserting "section 1(h)". 
 
(6) Clause (iv) of section 6103(e)(1)(A) is amended by striking "section 1(j)" and 
inserting "section 1(g)". 



 
(7)(A) Subparagraph (A) of section 7518(g)(6) is amended by striking "1(j)" and 
inserting "1(h)". 
 
(B) Subparagraph (A) of section 607(h)(6) of the Merchant Marine Act, 1936 is amended 
by striking "1(j)" and inserting "1(h)". 
 
(b) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1990. 
 
SEC. 13102. INCREASE IN RATE OF INDIVIDUAL ALTERNATIVE MINIMUM 
TAX. 
 
(a) General Rule. -- Subparagraph (A) of section 55(b)(1) (relating to tentative minimum 
tax) is amended by striking "21 percent" and inserting "25 percent". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to taxable 
years beginning after December 31, 1990. 
 
SEC. 13103. SURTAX ON INDIVIDUALS WITH INCOME OVER $1,000,000. 
 
(a) General Rule. -- 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. 
 
"SEC. 59B. SURTAX ON SECTION 1 TAX. 
 
"In the case of an individual who has taxable income for the taxable 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 imposed 
[*H10266] under section 1 (determined without rgard to this section) as -- 
"(1) the amount by which the taxable income of such individual for such taxable year 
exceeds $1,000,000, bears to 
 
"(2) the total amount of such individual's taxable income for such taxable year. 
 
"SEC. 59C. SURTAX ON MINIMUM TAX. 
 



"In the case of an individual who has alternative minimum taxable income for the taxable 
year in excess of $1,000,000, the amount of the tentative minimum tax determined under 
section 55 for such taxable year shall be increased by 2.5 percent of the amount by which 
the alternative minimum taxable income of such taxpayer for the taxable year exceeds 
$1,000,000. 
 
"SEC. 59D. SPECIAL RULES. 
 
"(a) Surtax To Apply to Estates and Trusts. -- For purposes of this part, the term 
'individual' includes any estate or trust taxable under section 1. 
 
"(b) Treatment of Married Individuals Filing Separate Returns. -- In the case of a married 
individual (within the meaning of section 7703) filing a separate return for the taxable 
year, sections 59B and 59C shall be applied by substituting '$500,000' for '$1,000,000'. 
 
"(c) Coordination With Other Provisions. -- The provisions of this part -- 
 
"(1) shall be applied after the application of section 1(h), but 
 
"(2) before the application of any other provision of this title which refers to the amount 
of tax imposed by section 1 or 55, as the case may be." 
 
(b) Clerical 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 incomes over $1,000,000." 
 
(c) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning after December 31 1990. 
 
SEC. 13104. TAXES ON LUXURY ITEMS. 
 
(a) In General. -- Chapter 31 (relating to retail excise taxes) is amended by redesignating 
subchapters A and B as subchapters B and C, respectively, and by inserting before 
subchapter B (as so redesignated) the following new subchapter: 
 
"Subchapater A -- Certain Luxury Items 
 
"Part I. Imposition of taxes. 
 
"Part II. Rules of general applicability. 
 
"PART I. IMPOSITION OF TAXES 
 
"Supbart A. Passenger vehicles, boats, and aircraft. 
 



"Subpart B. Jewelery and furs. 
 
"Subpart A -- Passenger Vehicles, Boats, and Aircraft 
 
"Sec. 4001.Passenger vehicles. 
 
"Sec. 4002.Boats. 
 
"Sec. 4003.Aircraft. 
 
"Sec. 4004.Rules applicable to subpart A. 
 
"SEC. 4001.PASSENGER VEHICLES. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any passenger 
vehicle a tax equal to 10 percent of the price for which so sold to the extent such price 
exceeds $30,000. 
 
"(b) Passenger Vehicle. -- 
 
"(1) In general. -- For purposes of subsection (a), term 'passenger vehicle' means any 4-
wheeled vehicle -- 
 
"(A) which is manufactured primarily for use on public streets, roads, and highways, and 
 
"(B) which is rated at 6,000 pounds unloaded gross vehicle weight or less. 
 
"(2) Special rules. -- 
 
"(A) Trucks and vans. -- In the case of a truck or van, paragraph (1)(B) shall be applied 
by substituting 'gross vehicle weight' for 'unloaded gross vehicle weight'. 
 
"(B) Limousines. -- In the case of a limousine, paragraph (1) shall be applied without 
regard to subparagraph (B) thereof. 
 
"(c) Exceptions for Taxicabs, Etc. -- The tax imposed by this section shall not apply to 
the sale of any passenger vehicle for use by the purchaser exclusively in the active 
conduct of a trade or business of transporting persons or property for compensation or 
hire. 
 
"SEC. 4002. BOATS. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any boat a tax 
equal to 10 percent of the price for which so sold to the extent such price exceeds 
$100,000. 
 



"(b) Exceptions. -- The tax imposed by this section shall not apply to the sale of any boat 
for use by the purchaser exclusively in the active conduct of -- 
 
"(1) a trade or business of commercial fishing or transporting persons or property for 
compensation or hire, or 
 
"(2) any other trade or business unless the boat is to be used predominantly in any 
activity which is of a type generally considered to constitute entertainment, amusement, 
or recreation. 
 
"SEC. 4003. AIRCRAFT. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any aircraft a 
tax equal to 10 percent of the price for which so sold to the extent such price exceeds 
$100,000. 
 
"(b) Aircraft. -- For purposes of this section, the term 'aircraft' means any aircraft -- 
 
"(1) which is propelled by a motor, and 
 
"(2) which is capable of carrying 1 or more individuals. 
 
"(c) Exceptions. -- The tax imposed by this section shall not apply to the sale of any 
aircraft for use by the purchaser exclusively -- 
 
"(1) in the aerial application of fertilizers or other substances, 
 
"(2) in the case of a helicopter, in a use described in paragraph (1) or (2) of section 
4261(e), 
 
"(3) in a trade or business of providing flight training, or 
 
"(4) in a trade or business of transporting persons or property for compensation or hire. 
 
"SEC. 4004. RULES APPLICABLE TO SUBPART A. 
 
"(a) Exemption for Law Enforcement Uses, Etc. -- No tax shall be imposed under this 
subpart on the sale of any article -- 
 
"(1) to the Federal Government, or a State or local government, for use exclusively in 
police, firefighting, search and rescue, or other law enforcement or public safety 
activities, or 
 
"(2) to any person for use exclusively in providing emergency medical services. 
 



"(b) Separate Purchase of Article and Parts and Accessories Therefor. – Under  
regulations prescribed by the Secretary -- 
 
"(1) In general. -- Except as provided in paragraph (2), if -- 
 
"(A) the owner, lessee, or operator of any article taxable under this subpart (determined 
without regard to price) installs (or causes to be installed) any part or accessory on such 
article, and 
 
"(B) such installation is not later than the date 6 months after the date the article was 1st 
placed in service, then there is hereby imposed on such installation a tax equal to 10 
percent of the price of such part or accessory and its installation. 
 
"(2) Limitation. -- The tax imposed by paragraph (1) on the installation of any part or 
accessory shall not exceed 10 percent of the excess (if any) of -- 
 
"(A) the sum of -- 
 
"(i) the price of such part or accessory and its installation, 
 
"(ii) the aggregate price of the parts and accessories (and their installation) installed 
before such part or accessory, plus 
 
"(iii) the price for which the passenger vehicle, boat, or aircraft was sold, over 
 
"(B) $100,000 ($30,000 in the case of a passenger vehicle). 
 
"(3) Exceptions. -- Paragraph (1) shall not apply if -- 
 
"(A) the part or accessory installed is a replacement part or accessory, or 
 
"(B) the aggregate price of the parts and accessories (and their installation) described in 
paragraph (1) with respect to the taxable article does not exceed $200 (or such other 
amount or amounts as the Secretary may by regulation prescribe). 
 
"(4) Installers secondarily liable for tax. -- The owners of the trade or business installing 
the parts or accessories shall be secondarily liable for the tax imposed by this subsection. 
 
"(c) Imposition of Tax on Sales, Etc., Within 2 Years of Articles Purchased Tax-Free. -- 
 
"(1) In general. -- If -- 
 
"(A) no tax was imposed under this subchapter on the 1st retail sale of any article by 
reason of its exempt use, and 
 



"(B) within 2 years after the date of such 1st retail sale, such article is resold by the 
purchaser or such purchaser makes a substantial non-exempt use of such article, 
 
then such sale or use of such article by such purchaser shall be treated as the 1st retail 
sale of such article for a price equal to its fair market value at the time of such sale or use. 
 
"(2) Exempt use. -- For purposes of this subsection,the term 'exempt use' means any use 
of an article if the 1st retail sale of such article is not taxable under this subchapter by 
reason of such use. 
 
"Subpart B -- Jewelry and Furs 
 
"Sec. 4006. Jewelry. 
 
"Sec. 4007. Furs. 
 
"SEC. 4006. JEWELRY. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of any jewelry a 
tax equal to 10 percent of the price for which so sold to the extent such price exceeds 
$5,000. 
 
"(b) Jewelry. -- For purposes of subsection (a), the term 'jewelry' means all articles 
commonly or commercially known as jewelry, whether real or imitation, including 
watches. 
 
"(c) Manufacture From Customer's Material. -- If -- 
 
"(1) a person who in the course of a trade or business produces jewelry from material 
furnished directly or indirectly by a customer, and 
 
"(2) the jewelry so manufactured is for the use of, and not for resale by, such customer, 
the delivery of such jewelry to such customer shall be treated as the 1st retail sale of such 
jewelry for a price equal to its fair market value at the time of such delivery. 
 
"SEC. 4007. FURS. 
 
"(a) Imposition of Tax. -- There is hereby imposed on the 1st retail sale of the following 
articles a tax equal to 10 percent of the price for which so sold to the extent such price 
exceeds $10,000: 
 
"(1) Articles made of fur on the hide or pelt. 
 
"(2) Articles of which such fur is a major component. 
 
[*H10267] "(b) Manufacture From Customer's Material. -- If -- 



"(1) a person who in the course of a trade or business produces an article of the kind 
described in subsection (a) from fur on the hide or pelt furnished, directly or indirectly, 
by a customer, and 
 
"(2) the article is for the use of, and not for resale by, such customer, 
 
the delivery of such article to such customer shall be treated as the 1st retail sale of such 
article for a price equal to its fair market value at the time of such delivery. 
 
"PART II -- RULES OF GENERAL APPLICABILITY 
 
"Sec. 4011. Definitions and special rules. 
 
"SEC. 4011. DEFINITIONS AND SPECIAL RULES. 
 
"(a) 1st Retail Sale. -- For purposes of this subchapter, the term '1st retail sale' means the 
1st sale, for a purpose other than resale, after manufacture, production, or importation. 
 
"(b) Use Treated as Sale. -- 
 
"(1) In general. -- If any person uses an article taxable under this subchapter (including 
any use after importation) before the 1st retail sale of such article, then such person shall 
be liable for tax under this subchapter in the same manner as if such article were sold at 
retail by him. 
 
"(2) Exemption for further manufacture. -- Paragraph (1) shall not apply to use of an 
article as material in the manufacture or production of, or as a component part of, another 
article taxable under this subchapter to be manufactured or produced by him. 
 
"(3) Computation of tax. -- In the case of any person made liable for tax by paragraph (1), 
the tax shall be computed on the price at which similar articles are sold at retail in the 
ordinary course of trade, as determined by the Secretary. 
 
"(c) Leases Considered as Sales. -- For purposes of this subchapter -- 
 
"(1) In general. -- Except as otherwise provided in this subsection, the lease of an article 
(including any renewal or any extension of a lease or any subsequent lease of such 
article) by any person shall be considered a sale of such article at retail. 
 
"(2) Special rules for certain leases of passenger vehicles, boats, and aircraft. -- 
 
"(A) Tax not imposed on sale for leasing in a qualified lease. -- The sale of a passenger 
vehicle, boat, or aircraft to a person engaged in a leasing or rental trade or business of the 
article involved for leasing by such person in a qualified lease shall not be treated as the 
1st retail sale of such article. 



"(B) Qualified lease. -- For purposes of subparagraph (A), the term 'qualified lease' 
means -- 
 
"(i) any lease in the case of a boat or an aircraft, and 
 
"(ii) any long-term lease (as defined in section 4052) in the case of any passenger vehicle. 
 
"(C) Special rules. -- In the case of a qualified lease of an article which is treated as the 
1st retail sale of such article -- 
 
"(i) Determination of price. -- The tax under this chapter shall be computed on the lowest 
price for which the article is sold by retailers in the ordinary course of trade. 
 
"(ii) Payment of tax. -- Rules similar to the rules of section 4217(e)(2) shall apply. 
 
"(iii) No tax where exempt use by lessee. -- No tax shall be imposed on any lease 
payment under a qualified lease if the lessee's use of the article under such lease is an 
exempt use (as defined in section 4004(c)) of such article. 
 
"(d) Determination of Price. -- 
 
"(1) In general. -- In determining price for purposes of this subchapter -- 
 
"(A) there shall be included any charge incident to placing the article in condition ready 
for use, 
 
"(B) there shall be excluded -- 
 
"(i) the amount of the tax imposed by this subchapter, 
 
"(ii) if stated as a separate charge, the amount of any retail sales tax imposed by any State 
or political subdivision thereof or the District of Columbia, whether the liability for such 
tax is imposed on the vendor or vendee, 
 
"(iii) the value of any component of such article if -- 
 
"(I) such component is furnished by the 1st user of such article, and 
 
"(II) such component has been used before such furnishing, and 
 
"(C) the price shall be determined without regard to any trade-in. 
 
Subparagraph (B)(iii) shall not apply for purposes of the taxes imposed by sections 4006 
and 4007. 
 



"(2) Other Rules. -- Rules similar to the rules of paragraphs (2) and (4) of section 4052(b) 
shall apply for purposes of this subchapter. 
 
"(e) Parts and Accessories Sold With Taxable Article. -- Parts and accessories sold on, in 
connection with, or with the sale of any article taxable under this subchapter shall be 
treated as part of the article. 
 
"(f) Partial Payments, Etc. -- In the case of a contract, sale, or arrangement described in 
paragraph (2), (3), or (4) of section 4216(c), rules similar to the rules of section 
4217(e)(2), and of section 4216(d), shall apply for purposes of this subchapter." 
 
(b) Exemption for Exports. -- 
 
(1) The material preceding paragraph (1) of section 4221(a) is amended by striking 
"section 4051" and inserting "subchapter A or C of chapter 31". 
 
(2) Subsection (a) of section 4221 is amended by adding at the end thereof the following 
new sentence: "In the case of taxes imposed by subchapter A of chapter 31, paragraphs 
(1), (3), (4), and (5) shall not apply." 
 
(c) Exemption for Sales to the United States. -- Section 4293 is amended by inserting 
"subchapter A of chapter 31," before "section 4041". 
 
(d) Technical Amendments. -- 
 
(1) Subsection (c) of section 4221 is amended by striking "section 4053(a)(6)" and 
inserting "section 4001(c), 4002(b), 4003(c), 4004(a), or 4053(a)(6)". 
 
(2) Paragraph (1) of section 4221(d) is amended by striking "the tax imposed by section 
4051" and inserting "taxes imposed by subchapter A or C of chapter 31". 
 
(3) Subsection (d) of section 4222 is amended by striking "sections 4053(a)(6)" and 
inserting "sections 4001(c), 4002(b), 4003(c), 4004(a), 4053(a)(6)". 
 
(e) Clerical Amendment. -- The table of subchapters for chapter 31 is amended to read as 
follows: 
 
"Subchapter A. Certain luxury items. 
 
"Subchapter B. Special fuels. 
 
"Subchapter C. Heavy trucks and trailers." 
 
(f) Effective Date. -- The amendments made by this section shall take effect on January 1, 
1991. 
 



SEC. 13105. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF WAGES 
SUBJECT TO HOSPITAL INSURANCE TAX. 
 
(a) Hospital Insurance Tax. – 
 
(1) In general. -- Paragraph (1) of section 3121(a) is amended -- 
 
(A) by striking "contribution and benefit base (as determined under section 230 of the 
Social Security Act)" each place it appears and inserting "applicable contribution base (as 
determined under subsection (x))", and 
 
(B) by striking "such contribution and benefit base" and inserting "such applicable 
contribution base". 
 
(2) Applicable contribution base. -- Section 3121 is amended by adding at the end thereof 
the following new subsection: 
 
"(x) Applicable Contribution Base. -- For purposes of this chapter -- 
 
"(1) Old-age, survivors, and disability insurance. -- For purposes of the taxes imposed by 
sections 3101(a) and 3111(a), the applicable contribution base for any calendar year is the 
contribution and benefit base determined under section 230 of the Social Security Act for 
such calendar year. 
 
"(2) Hospital insurance. -- For purposes of the taxes imposed by sections 3101(b) and 
3111(b), the applicable contribution base is -- 
 
"(A) $100,000 for calendar year 1991, and 
 
"(B) for any calendar year after 1991, $100,000 adjusted in the same manner as is used in 
adjusting the contribution and benefit base under section 230 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 contribution base (as determined under subsection (k))". 
 
(2) Applicable contribution base. -- Section 1402 is amended by adding at the end thereof 
the following new subsection: 
 
"(k) Applicable Contribution Base. -- For purposes of this chapter -- 
 
"(1) Old-age, survivors, and disability insurance. -- For purposes of the tax imposed by 
section 1401(a), the applicable contribution base for any calendar year is the contribution 



and benefit base determined under section 230 of the Social Security Act for such 
calendar year. 
 
"(2) Hospital insurance. -- For purposes of the tax imposed by section 1401(b), the 
applicable contribution base for any calendar year is the applicable contribution base 
determined under section 3121(x)(2) for such calendar year." 
 
(c) Railroad Retirement Tax. -- Clause (i) of section 3231(e)(2)(B) is amended to read as 
follows: 
 
"(i) Tier 1 taxes. -- 
 
"(I) In general. -- Except as provided in subclause (II) of this clause and in clause (ii), the 
term 'applicable base' means for any calendar year the contribution and benefit base 
determined under section 230 of the Social Security Act for such calendar year. 
 
"(II) Hospital insurance taxes. -- For purposes of applying so much of the rate applicable 
under section 3201(a) or 3221(a) (as the case may be) as does not exceed the rate of tax 
in effect under section 3101(b), and for purposes of applying so much of the rate of tax 
applicable under section 3211(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 
contribution base determined under section 3121(x)(2) for such calendar year." 
 
(d) Technical Amendments. -- 
 
(1) Paragraph (3) of section 6413(c) is amended to read as follows: 
 
"(3) Separate application for hospital insurance 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 section 3121(x)(2) for any calendar 
[*H10268] year shall be substituted 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 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. 
 



PART II -- DELAY OF INDEXING OF INCOME TAX BRACKETS AND  
PERSONAL EXEMPTIONS 
 
SEC. 13111. DELAY OF INDEXING OF INCOME TAX BRACKETS AND 
PERSONAL EXEMPTIONS. 
 
(a) Income Tax Brackets. -- Subsection (f) of section 1 (as amended by section 13101) is 
amended -- 
 
(1) by striking "1990" in paragraph (1) and inserting "1991", and 
 
(2) by striking "1989" in paragraph (3)(B) and inserting "1990". 
 
(b) Amount of Personal Exemptions. -- 
 
(1) In general. -- Paragraph (1) of section 151(d) (relating to allowance of deductions for 
personal exemptions) is amended to read as follows: 
 
"(1) In general. -- Except as provided in paragraph (2), the term 'exemption amount' 
means $2,050.". 
 
(2) Indexing after 1991. -- Paragraph (3) of section 151(d) is amended -- 
 
(A) by striking "paragraph (1)(C)" and inserting "paragraph (1)", 
 
(B) by striking "after 1989" each place it appears and inserting "after 1991", and 
 
(C) by striking ", by substituting" in subparagraph (B) and all that follows and inserting a 
period. 
 
(c) Conforming Amendments. -- 
 
(1) Each of the following provisions (as amended by section 13101) is amended by 
striking "1989" and inserting "1990": 
 
(A) Section 32(i)(1)(B). 
 
(B) Clauses (i) and (ii) of section 41(e)(5)(C). 
 
(C) Section 63(c)(4)(B). 
 
(D) Section 513(h)(2)(C)(ii). 
 
(2) Clause (ii) of section 135(b)(2)(B) (as so amended) is amended by inserting before the 
period at the end thereof the following: "determined by substituting 'calendar year 1989' 
for 'calendar year 1990' in subparagraph (B) thereof". 



 
(d) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1990. 
 
PART III -- PROVISIONS RELATED TO EARNED INCOME TAX CREDIT  
 
SEC. 13121. INCREASE IN EARNED INCOME TAX CREDIT. 
 
(a) General Rule. -- 
 
(1) Subsection (a) of section 32 is amended by striking "14 percent" and inserting "the 
credit percentage". 
 
(2) Paragraph (2) of section 32(b) is amended by striking "10 percent" and inserting "the 
phaseout percentage". 
 
(3) Subsection (c) of section 32 is amended by adding at the end thereof the following 
new paragraph: 
 
"(3) Credit percentage and phaseout percentage. -- The credit percentage and the 
phaseout percentage for any taxable year shall be determined in accordance with the 
following table: 
 
"If the taxable year    The credit percentage    The phaseout 
begins during:     is:     percentage is: 
1991       18.5      13.0 
1992 or 1993      19.0      13.5 
1994 or thereafter     20.0      14.0." 
 
(b) Conforming Amendment. -- Subparagraphs (B)(i) and (C)(i) of section 3507(c)(2) are 
each amended by striking "14 percent" and inserting "the credit percentage". 
 
(c) Effective Date. -- The amendments by this section shall apply to taxable years 
beginning after December 31, 1990. 
 
SEC. 13122. SIMPLIFICATION OF ELIGIBILITY FOR EARNED INCOME TAX 
CREDIT. 
 
(a) Eligibility. -- Section 32(c)(1) (defining eligible individual) is amended to read as 
follows: 
 
"(1) Eligible individual. -- 
 
"(A) In general. -- The term 'eligible individual' means any individual who has a 
qualifying child for the taxable year. 



"(B) Qualifying child ineligible. -- If an individual is the qualifying child of a taxpayer 
for any taxable year of such taxpayer beginning in a calendar year, such individual shall 
not be treated as an eligible individual for any taxable year of such individual beginning 
in such calendar year. 
 
"(C) 2 or more eligible individuals. -- If 2 or more individuals would (but for this 
subparagraph and after application of subparagraph (B)) be treated as eligible individuals 
with respect to the same qualifying child for taxable years beginning in the same calendar 
year, only the individual with the highest adjusted gross income for such taxable years 
shall be treated as an eligible individual with respect to such qualifying child. 
 
"(D) Exception for individual claiming benefits under section 911. -- The term 'eligible 
individual' does not include any individual who claims the benefits of section 911 
(relating to citizens or residents living abroad) for the taxable year.". 
 
(b) Qualifying Child Defined. -- Section 32(c) is amended by adding at the end thereof 
the following new paragraph: 
 
"(4) Qualifying child. -- 
 
"(A) In general. -- The term 'qualifying child' means, with respect to any taxpayer for any 
taxable year, an individual -- 
 
"(i) who bears a relationship to the taxpayer described in subparagraph (B), 
 
"(ii) except as provided in subparagraph (B)(iii), who has the same principal place of 
abode as the taxpayer for more than one-half of such taxable year, 
 
"(iii) who meets the age requirements of subparagraph (C), and 
 
"(iv) with respect to whom the taxpayer meets the identification requirements of 
subparagraph (D). 
 
"(B) Relationship test. -- 
 
"(i) In general. -- An individual bears a relationship to the taxpayer described in this 
subparagraph if such individual is -- 
 
"(I) a son or daughter of the taxpayer, or a descendant of either, 
 
"(II) a stepson or stepdaughter of the taxpayer, or 
 
"(III) an eligible foster child of the taxpayer. 
 
"(ii) Married children. -- Clause (i) shall not apply to any individual who is married as of 
the close of the taxpayer's taxable year unless the taxpayer is entitled to a deduction under 



section 151 of such taxable year with respect to such individual (or would be so entitled 
but for paragraph (2) or (4) of section 152(e)). 
 
"(iii) Eligible foster child. -- For purposes of clause (i)(III), the term 'eligible foster child' 
means an individual not described in clause (i) (I) or (II) who -- 
 
"(I) the taxpayer cares for as the taxpayer's own child, and 
 
"(II) has the same principal place of abode as the taxpayer for the taxpayer's entire 
taxable year. 
 
"(iv) Adoption. -- For purposes of this subparagraph, a child who is legally adopted, or 
who is placed with the taxpayer by an authorized placement agency for adoption by the 
taxpayer, shall be treated as a child by blood. 
 
"(C) Age requirements. -- An individual meets the requirements of this subparagraph if 
such individual -- 
 
"(i) has not attained the age of 19 as of the close of the calendar year in which the taxable 
year of the taxpayer begins, 
 
"(ii) is a student (as defined in section 151(c)(4)) who has not attained the age of 24 as of 
the close of such calendar year, or 
 
"(iii) is permanently and totally disabled (as defined in section 22(e)(3)) at any time 
during the taxable year. 
 
"(D) Identification requirements. -- The requirements of this subparagraph are met if the 
taxpayer includes the following information on the return of tax for such taxable year (or 
provides such information to the Secretary in such other manner as the Secretary may 
prescribe): 
 
"(i) the name and age of such individual, and 
 
"(ii) if the individual has attained the age of 1 before the close of the taxpayer's taxable 
year, the taxpayer identification number of such individual. 
 
"(E) Abode must be in the united states. -- The requirements of subparagraphs (A)(ii) and 
(B)(iii)(II) shall be met only if the principal place of abode is in the United States." 
 
(c) Separate Schedule Required. -- The Secretary of the Treasury or his delegate shall 
prescribe a separate schedule to be included as part of the return of tax of any individual 
claiming a credit under section 32 of the Internal Revenue Code of 1986 on such return. 
 
(d) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1990. 



PART IV -- CAPITAL GAINS PROVISIONS 
 
Subpart A -- Reduction in Capital Gains Tax for Individuals 
 
SEC. 13131. REDUCTION IN CAPITAL GAINS TAX FOR INDIVIDUALS. 
 
(a) General Rule. -- Part I of subchapter P of chapter 1 (relating to treatment of capital 
gains) is amended by adding at the end thereof the following new section: 
 
"SEC. 1202. CAPITAL GAINS DEDUCTION FOR INDIVIDUALS. 
 
"(a) In General. -- In the case of an individual, there shall be allowed as a deduction for 
the taxable year an amount equal to the sum of -- 
 
"(1) the annual capital gains deduction (if any) determined under subsection (b), plus 
 
"(2) the lifetime capital gains deduction for nontradable property (if any) determined 
under subsection (c). 
 
"(b) Annual Capital Gains Deduction. -- 
 
"(1) In general. -- For purposes of subsection (a), the annual capital gains deduction 
determined under this subsection is the lesser of -- 
 
"(A) the net captial gain for the taxable year, or 
 
"(B) $1,000. 
 
"(2) Phase-out for incomes between $100,000 and $150,000. -- The $1,000 amount 
specified in subparagraph (B) of paragraph (1) shall be reduced by an amount which 
bears the same ratio to $1,000 as – 
 
[*H10269] "(A) the adjusted gross income of the taxpayer for the taxable year in excess 
of $100,000, bears to 
 
"(B) $50,000. 
 
"(3) Certain individuals not eligible. -- This subsection shall not apply to -- 
 
"(A) any taxpayer whose adjusted gross income for the taxable year exceeds $150,000, or 
 
"(B) any individual with respect to whom a deduction under section 151 is allowable to 
anothertaxpayer for a taxable year beginning in the calendar year in which such 
individual's taxable year begins. 
 



"(4) Annual deduction not available for sales to related persons. -- The amount of the net 
capital gain taken into account under paragraph (1)(A) shall not exceed the amount of the 
net capital gain determined by not taking into account gains and losses from sales and 
exchanges to any related person (as defined in section 543(f)). 
 
"(c) Lifetime Capital Gains Deduction for Nontradable Property. -- 
 
"(1) In general. -- For purposes of subsection (a), the lifetime capital gains deduction for 
nontradable property determined under this subsection for any taxable year is 50 percent 
of the qualified gain for such taxable year. 
 
"(2) Limitation. -- 
 
"(A) In general. -- The amount of the qualified gain taken into account under paragraph 
(1) for any taxable year shall not exceed $200,000 reduced by the aggregate amount of 
the qualified gain taken into account under this subsection by the taxpayer for prior 
taxable years. 
 
"(B) Special rule for joint returns. -- The amount of the qualified gain taken into account 
under this subsection on a joint return for any taxable year shall be allocated equally 
between the spouses for purposes of determining the limitation under subparagraph (A) 
for any succeeding taxable year. 
 
"(3) Qualified gain. -- For purposes of paragraph (1), the term 'qualified gain' means the 
lesser of – 
 
"(A) the net capital gain for the taxable year reduced by the annual capital gains 
deduction for such taxable year, or 
 
"(B) the net capital gain for the taxable year determined by only taking into account gains 
and losses from sales and exchanges on or after October 15, 1990, or qualified assets. 
 
A taxpayer may elect for any taxable year not to take into account under this subsection 
all (or any portion) of the qualified gain for such taxable year. Such an election, once 
made, shall be irrevocable. 
 
"(4) Qualified assets. -- For purposes of this subsection, the terms 'qualified assets' means 
any property other than -- 
 
"(A) stock or securities for which there is a market on an established securities market or 
otherwise, and 
 
"(B) property (other than stock or securities) of a kind regularly traded on an established 
market. 
 



"(5) Subsection not to apply to certain individuals. -- This subsection shall not apply to 
any individual who has not attained age 25 before the close of the taxable year. 
 
"(d) Section Not to Apply to Certain Taxpayers. -- No deduction shall be allowed under 
this section to -- 
 
"(1) a married individual (within the meaning of section 7703) filing a separate return for 
the taxable year, or 
 
"(2) an estate or trust. 
 
"(e) Special Rules. -- 
 
"(1) Treatment of certain sales of interests in partnerships, etc. -- For purposes of 
subsection (c), any gain from the sale or exchange of a qualified asset which is an interest 
in a partnership, S corporation, or trust shall not be treated as gain from the sale or 
exchange of a qualified asset to the extent such gain is attributable to unrealized 
appreciation in the value of property described in subparagraph (A) or (B) of subsection 
(c)(4) which is held by such entity. Rules similar to the rules of section 751(f) shall apply 
for purposes of the preceding sentence. 
 
"(2) Deduction available only for sales or exchanges on or after october 15, 1990. -- The 
amount of the net capital gain taken into account under subsections (b)(1)(A) and 
(c)(3)(A) shall not exceed the amount of the net capital gain determined by only taking 
into account gains and losses from sales and exchanges on or after October 15, 1990. 
 
"(3) Determination of adjusted gross income. -- 
 
"(A) In general. -- For purposes of subsection (b), adjusted gross income shall be 
determined -- 
 
"(i) without regard to the deduction allowed under this section, but 
 
"(ii) after the application of sections 86, 135, 219, and 469. 
 
"(B) Coordination with other adjusted gross income limitations. -- For purposes of 
sections 86, 135, 219, and 469, adjusted gross income shall be determined without regard 
to the deduction allowed under this section. 
 
"(4) Transitional rule. -- If for any taxable year beginning before January 1, 1991, 
subsection (c)(1) shall be applied by substituting '41 percent' for '50 percent'. 
 
"(5) Special rule for pass-thru entities. -- 
 
"(A) In general. -- In applying this section with respect to any pass-thru entity -- 
 



"(i) the determination of when the sale or exchange occurs shall be made at the entity 
level, and 
 
"(ii) any gain attributable to such entity shall in no event be treated as gain from sale or 
exchange of a qualified asset if interests in such entity are described in subparagraph (A) 
or (B) of subsection (c)(4) 
 
"(B) Pass-thru entity defined. -- For purposes of subparagraph (A), the term 'pass-thru-
entity' means -- 
 
"(i) a regulated investemnt company, 
 
"(ii) a real estate investment trust, 
 
"(iii) an S corporation, 
 
"(iv) a partnership, 
 
"(v) an estate or trust, and 
 
"(vi) a common turst fund." 
 
(b) Treatment of Collectibles. -- 
 
(1) In general. -- Section 1222 is amended by inserting after paragraph (11) the following 
new paragraph: 
 
"(12) Special rule for collectibles. -- 
 
"(A) In general. -- Any gain or loss from the sale or exchange of a collectible shall be 
treated as a short-term capital gain or loss (as the case may be), without regard to the 
period such asset was held. The preceding sentence shall apply only to the extent the gain 
or loss is taken into account in computing taxable income. 
 
"(B) Treatment of certain sales of interests in partnerships, etc. -- For purposes of 
subparagraph 
 
(A), any gain from the sale or exchange of an interest in a partnership, S corporation, or 
trust which is attributable to unrealized appreciation in the value of collectibles held by 
such entity shall be treated as gain from the sale or exchange of a collectible. Rules 
similar to the rules of section 751(f) shall apply for purposes of the preceding sentence. 
 
"(C) Collectible. -- For purposes of this paragraph, the term 'collectible' means any 
capital asset which is a collectible (as defined in section 408(m) without regard to 
paragraph (3) thereof)." 
 



(2) Charitable deduction not affected. -- 
 
(A) Paragraph (1) of section 170(e) is amended by adding at the end thereof the following 
new sentence: "For purposes of this paragraph, section 1222 shall be applied without 
regard to paragraph (12) thereof (relating to special rule for collectibles). 
 
(B) Clause (iv) of section 170(b)(1)(C) is amended by inserting before the period at the 
end thereof the following: "and section 1222 shall be applied without regard to paragraph 
(12) thereof (relating to special rule for collectibles)". 
 
(c) Minimum Tax. -- Paragraph (1) of section 56(b) is amended by adding at the end 
thereof the following new subparagraph: 
 
"(F) Lifetime capital gains deduction for nontradable property not allowed. -- The 
deduction under section 1202(a)(2) shall not be allowed." 
 
(d) Conforming Amendments. -- 
 
(1) Subsection (a) of section 62 is amended by inserting after paragraph (13) the 
following new paragraph: 
 
"(14) Captial gains deduction. -- The deduction allowed by section 1202." 
 
(2) Clause (ii) of section 163(d)(4)(B) is amended by insering ", reduced by the amount 
of any gain from such property" after "investment". 
 
(3)(A) Paragraph (2) of section 172(d) is amended to read as follows: 
 
"(2) Capital gains and losses of taxpayers other than corporations. -- In the case of a 
taxpayer other than a corporation -- 
 
"(A) the amount deductible on account of losses from sales or exchanges of capital assets 
shall not exceed the amount includible on account of gains from sales or exchanges of 
capital assets; and 
 
"(B) the deduction provided by section 1202 shall not be allowed." 
 
(B) Subparagraph (B) of section 172(d)(4) is amended by inserting ", (2)(B)," after 
"paragraph (1)". 
 
(4)(A) Section 221 (relating to cross reference is amended to read as follows: 
 
"SEC. 221. CROSS REFERENCES. 
 
"(1) For deduction for net capital gains in the case of a taxpayer other than a corporation, 
see section 1202. 



 
"(2) For deductions in respect of a decedent, see section 691." 
 
(B) The table of sections for part VII of subchapter B of chapter 1 is amended by striking 
"reference" in the item relating to section 221 and inserting "references". 
 
(5) Paragraph (4) of section 691(c) is amended by striking "1201, and 1211" and inserting 
"1201, 1202, and 1211". 
 
(6) The second sentence of paragraph (2) of section 871(a) is amended by inserting "such 
gains and losses shall be determined without regard to section 1202 (relating to deduction 
for net capital gain) and" after "except that". 
 
(7) Paragraph (1) of section 1402(i) is amended to read as follows: 
 
"(1) In general. -- In determining the net earnings from self-employment of any options 
dealer or commodities dealer -- 
 
"(A) notwithstanding subsection (a)(3)(A), there shall not be excluded any gain or loss 
(in the normal course of the taxpayer's activity of dealing in or trading section 1256 
contracts) from section 1256 contracts or property related to such contracts, and 
 
"(B) the deduction provided by section 1202 shall not apply." 
 
"(e) Clerical Amendment. -- The table of sections for part I of subchapter P of chapter 1 
is amended by adding at the end thereof the following new item: 
 
"Sec. 1202. Capital gains deduction for individuals." 
 
(f) Effective Dates. -- 
 
[*H10270] (1) In general. -- Except as provided in paragraph (2), the amendments made 
by this section shall apply to taxable years ending on or after October 15, 1990. 
 
(2) Treatment of collectibles. -- The amendments made by subsection (b) shall apply to 
dispositions on or after October 15, 1990 
 
Subpart B -- Depreciation Recapture 
 
SEC. 13135. RECAPTURE UNDER SECTION 1250 OF TOTAL AMOUNT OF 
DEPRECIATION. 
 
(a) General Rule. -- Subsections (a) and (b) of section 1250 (relating to gain from 
disposition of certain depreciable realty) are amended to read as follows: 
 



"(a) General Rule. -- Except as otherwise provided in this section, if section 1250 
property is disposed of, the lesser of -- 
 
"(1) the depreciation adjustments in respect of such property, or 
 
"(2) the excess of -- 
 
"(A) the amount realized (or, in the case of a disposition other than a sale, exchange, or 
involuntary conversion, the fair market value of such property), over 
 
"(B) the adjusted basis of such property, 
 
shall be treated as gain which is ordinary income. Such gain shall be recognized 
notwithstanding any other provision of this subtitle. 
 
"(b) Depreciation Adjustments. -- For purposes of this section, the term 'depreciation 
adjustments' means, in respect of any property, all adjustments attributable to periods 
after December 31, 1963, reflected in the adjusted basis of such property on account of 
deductions (whether in respect of the same or other property) allowed or allowable to the 
taxpayer or to any other person for exhaustion, wear and tear, obsolescence, or 
amortization (other than amortization under section 168 (as in effect before its repeal by 
the Tax Reform Act of 1976), 169, 185 (as in effect before its repeal by the Tax Reform 
Act of 1986), 188, 190, or 193). For purposes of the preceding sentence, if the taxpayer 
can establish by adequate records or other sufficient evidence that the amount allowed as 
a deduction for any period was less than the amount allowable, the amount taken into 
account for such period shall be the amount allowed." 
 
(b) Limitation in Case of Installment Sales. -- Subsection (i) of section 453 is amended -- 
 
(1) by striking "1250" the first place it appears and inserting "1250 (as in effect on the 
day before the date of the enactment of the Revenue Reconciliation Act of 1990", and 
 
(2) by striking "1250" the second place it appears and inserting "1250 (as so in effect)". 
 
(c) Conforming Amendments. -- 
 
(1) Subparagraph (E) of section 1250(d)(4) is amended -- 
 
(A) by striking "additional depreciation" and inserting "amount of the depreciation 
adjustments", and 
 
(B) by striking "Additional depreciation" in the subparagraph heading and inserting 
"Depreciation adjustments". 
 
(2) Subparagraph (B) of section 1250(d)(6) is amended to read as follows: 
 



"(B) Depreciation adjustments. -- In respect of any property described in subparagraph 
(A), the amount of the depreciation adjustments attributable to periods before the 
distribution by the partnership shall be – 
 
"(i) the amount of gain to which subsection (a) would have applied if such property had 
been sold by the partnership immediately before the distribution at its fair market value at 
such time, reduced by 
 
"(ii) the amount of such gain to which section 751(b) applied." 
 
(3) Subparagraph (D) of section 1250(d)(8) is amended -- 
 
(A) by striking "additional depreciation" each place it appears and inserting "amount of 
the depreciation adjustments", and 
 
(B) by striking "Additional depreciation" in the subparagraph heading and inserting 
"Depreciation adjustments". 
 
(4) Paragraph (8) of section 1250(d) is amended by striking subparagraphs (E) and (F) 
and inserting in the following: 
 
"(E) Allocation rules. -- For purposes of this paragraph, the amount of gain attributable to 
the section 1250 property disposed of shall be the net amount realized with respect to 
such property reduced by the greater of the adjusted basis of the section 1250 property 
disposed of, or the cost of the section 1250 property acquired, but shall not exceed the 
gain recognized in the transaction." 
 
(5) Subsection (d) of section 1250 is amended by striking paragraph (10). 
 
(6) Section 1250 is amended by striking subsections (e), (f), and (g) and by redesignating 
subsections (h) and (i) as subsections (e) and (f), respectively. 
 
(7) Paragraph (5) of section 48(q) is amended to read as follows: 
 
"(5) Recapture of reduction. -- For purposes of sections 1245 and 1250, any reduction 
under this subsection shall be treated as a deduction allowed for depreciation." 
 
(8) Clause (i) of section 267(e)(5)(D) is amended by striking "section 1250(a)(1)(B)" and 
inserting "section 1250(a)(1)(B) (as in effect on the day before the date of the enactment 
of the Revenue Reconciliation Act of 1990". 
 
(9)(A) Subsection (a) of section 291 is amended by striking paragraph (1) and by 
redesignating paragraphs (2), (3), (4), and (5) as paragraphs (1), (2), (3), and (4) 
respectively. 
 
(B) Subsection (c) of section 291 is amended to read as follows: 



 
"(c) Special Rule for Pollution Control Facilities. -- Section 168 shall apply with respect 
to that portion of the basis of any property not taken into account under section 169 by 
reason of subsection (a)(4)." 
 
(C) Section 291 is amended by striking subsection (d) and redesignating subsection (e) as 
subsection (d). 
 
(D) Paragraph (2) of section 291(d) (as redesignated by subparagraph (C)) is hereby 
repealed. 
 
(E) Subparagraph (A) of section 265(b)(3) is amended by striking "291(e)(1)(B)" and 
inserting "291(d)(1)(B)". 
 
(F) Subsection (c) of section 1277 is amended by striking "291(e)(1)(B)(ii)" and inserting 
"291(d)(1)(B)(ii)". 
 
(10) Subsection (d) of section 1017 is amended to read as follows: 
 
"(d) Recapture of Deductions. -- For purposes of sections 1245 and 1250 -- 
 
"(1) any property the basis of which is reduced under this section and which is neither 
section 1245 property nor section 1250 property shall be treated as section 1245 property, 
and 
 
"(2) any reduction under this section shall be treated as a deduction allowed for 
depreciation." 
 
(11) Paragraph (5) of section 7701(e) is amended by striking "(relating to low-income 
housing)" and inserting "(as in effect on the day before the date of the enactment of the 
Revenue Reconciliation Act of 1990". 
 
(d) Effecitve Date. -- The amendments made by this section shall apply to dispositions 
made on or after October 15, 1990, in taxable years ending on or after such date. 
 
Subtitle B -- Excise Taxes 
 
PART I -- TAXES RELATED TO HEALTH AND THE ENVIRONMENT 
 
SEC. 13201. INCREASE IN EXCISE TAXES ON DISTILLED SPIRITS, WINE, AND 
BEER. 
 
(a) Distilled Spirits. -- 
 
(1) In general. -- Paragraphs (1) and (3) of section 5001(a) (relating to rate of tax on 
distilled spirits) are each amended by striking "$12.50" and inserting "13.50". 



 
(2) Technical amendment. -- Paragraphs (1) and (2) of section 5010(a) (relating to credit 
for wine content and for flavors content) are each amended by striking "$12.50" and 
inserting "$13.50". 
 
(b) Wine. -- 
 
(1) Tax increases. -- 
 
(A) Wines containing not more than 14 percent alcohol. -- Paragraph (1) of section 
5041(b) (relating to rates of tax on wines) is amended by striking "17 cents" and inserting 
"$1.27". 
 
(B) Wines containing more than 14 (but not more than 21) percent alcohol. -- Paragraph 
(2) of section 5041(b) is amended by striking "67 cents" and inserting "$1.77". 
 
(C) Wines containing more than 21 (but not more than 24) percent alcohol. -- Paragraph 
(3) of section 5041(b) is amended by striking "$2.25" and inserting "$3.35". 
 
(D) Artificially carbonated wines. -- Paragraph (5) of section 5041(b) is amended by 
striking "$2.40" and inserting "$3.50". 
 
(2) Reduced rates for small domestic producers. -- Section 5041 is amended by 
redesignating subsections (c), (d), and (e) as subsections (d), (e), and (f), respectively, 
and by inserting after subsection (b) the following new subsection: 
 
"(c) Reduced Rates for Small Domestic Producers. -- 
 
(1) In general. -- Except as otherwise provided in this subsection, in the case of a person 
who produces not more than 200,000 wine gallons of wine during the calendar year, the 
per wine gallon rates of the taxes imposed by this section shall be the following amounts 
on the 1st 100,000 wine gallons of wine (other than wine described in subsection (b)(4)) 
which are removed during such year for consumption or sale and which have been 
produced at qualified facilities in the United States: 
 
"(A) 17 cents in the case of wines described in subsection (b)(1). 
 
"(B) 67 cents in the case of wines described in subsection (b)(2). 
 
"(C) $2.25 in the case of wines described in subsection (b)(3). 
 
"(D) $3.40 in the case of wines described in subsection (b)(4). 
 
"(E) $2.40 in the case of wines described in subsection (b)(5). 
 



"(2) Controlled groups. -- Rules similar to rules of section 5051(a)(2)(B) shall apply for 
purposes of this subsection. 
 
"(3) Regulations. -- The Secretary may prescibe such regulations as may be necessary to 
prevent the reduced rates provided in this subsection from benefiting any person who 
produces more than 200,000 wine gallons of wine during a calendar year." 
 
(3) Conforming amendments. -- 
 
(A) Subsection (a) of section 5041 is amended by striking "shown in subsection (b)" and 
inserting "applicable under subsection (c)". 
 
(B) Paragraph (3) of section 5061(b) is amended to read as follows: 
 
"(3) section 5041(e),". 
 
(c) Beer. -- 
 
(1) In general. -- Paragraph (1) of section 5051(a) (relating to imposition and rate of tax 
on beer) is amended by striking "$9" and inserting "$18". 
 
[*H10271] (2) Regulations. -- Paragraph (2) of section 5051(a) is amended by adding at 
the end thereof the following new subparagraph: 
 
"(C) Regulations. -- The Secretary may prescribe such regulations as may be necessary to 
prevent the reduced rates provided in this paragraph from benefiting any person who 
produces more than 2,000,000 barrels of beer during a calendar year." 
 
(d) Effective Date. -- The amendments made by this section shall take effect on January 
1, 1991. 
 
(e) Floor Stocks Taxes. -- 
 
(1) Imposition of tax. -- 
 
(A) In general. -- In the case of any tax-increased article -- 
 
(i) on which tax was determined under part I of subchapter A of chapter 51 of the Internal 
Revenue Code of 1986 or section 7652 of such Code before January 1, 1991, and 
 
(ii) which is held on such date for sale by any person, 
there shall be imposed a tax at the applicable rate on each such article. 
 
(B) Applicable rate. -- For purposes of subparagraph (A), the applicable rate is -- 
 
(i) $1 per proof gallon in the case of distilled spirits, 



 
(ii) $1.10 per wine gallon in the case of wine described in paragraph (1), (2), (3), or (5) of 
section 5041(b) of such Code, and 
 
(iii) $9 per barrel in the case of beer. In the case of a fraction of a gallon or barrel, the tax 
imposed by subparagraph (A) shall be the same fraction as the amount of such tax 
imposed on a whole gallon or barrel. 
 
(C) Tax-increased article. -- For purposes of this subsection, the term "tax-increased 
article" means distilled spirits, wine described in paragraph (1), (2), (3), or (5) of section 
5041(b) of such Code, and beer. 
 
(2) Exception for small domestic producers. -- In the case of wine held by the producer 
thereof on January 1, 1991, the tax imposed by paragraph (1) shall not apply to such wine 
if the rate of tax under section 5041 of such Code on such wine would have been 
determined under subsection (c) thereof (as added by this section) had the amendments 
made by subsection (c) applied to all wine removed during 1990. As similar rule shall 
apply to beer held by the producer thereof. For purposes of this paragraph, an article shall 
not be treated as held by the producer if title thereto had at any time been transferred to 
any other person. 
 
(3) Exception for certain small wholesale or retail dealers. -- No tax shall be imposed by 
paragraph (1) on tax-increased articles held on January 1, 1991, by any dealer if -- 
 
(A) the aggregate liquid volume of tax-increased articles held by such dealer on such date 
does not exceed 500 wine gallons, and 
 
(B) such dealer submits to the Secretary (at the time and in the manner required by the 
Secretary) such information as the Secretary shall require for purposes of this paragraph. 
 
(4) Credit against tax. -- Each dealer shall be allowed as a credit against the taxes 
imposed by paragraph (1) an amount equal to -- 
 
(A) $240 to the extent such taxes are attributable to distilled spirits, 
 
(B) $330 to the extent such taxes are attributable to wine, and 
 
(C) $87 to the extent such taxes are attributable to beer. 
 
Such credit shall not exceed the amount of taxes imposed by paragraph (1) with respect 
to distilled spirits, wine, or beer, as the case may be, for which the dealer is liable. 
 
(5) Liability for tax and method of payment. -- 
 
(A) Liability for tax. -- A person holding any tax-increased article on January 1, 1991, to 
which the tax imposed by paragraph (1) applies shall be liable for such tax. 



 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe by regulations. 
 
(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before 
June 30, 1991. 
 
(6) Controlled groups. -- 
 
(A) Corporations. -- In the case of a controlled group. -- 
 
(i) the 500 wine gallon amount specified in paragraph (3), and 
 
(ii) the $240, $330, and $87 amounts specified in paragraph (4), 
 
shall be apportioned among the dealers who are component members of such group in 
such manner as the Secretary shall by regulations prescribe. For purposes of the 
preceding sentence, the term "controlled group" has the meaning given to such term by 
subsection (a) of section 1563 of such Code; except that for such purposes the phrase 
"more than 50 percent" shall be substituted [*H10236] for the phrase "at least 80 percent" 
each place it appears in such subsection. 
 
(B) Nonincorporated dealers under common control. -- Under regulations prescribed by 
the Secretary, principles similar to the principles of subparagraph (A) shall apply to a 
group of dealers under common control where 1 or more of such dealers is not a 
corporation. 
 
(7) Other laws applicable. -- 
 
(A) In general. -- All provisions of law, including penalties, applicable to the comparable 
excise tax with respect to any tax-increased article shall, insofar as applicable and not 
inconsistent with the provisions of this subsection, apply to the floor stocks taxes 
imposed by paragraph (1) to the same extent as if such taxes were imposed by the 
comparable excise tax. 
 
(B) Comparable excise tax. -- For purposes of subparagraph (A), the term "comparable 
excise tax" means -- 
 
(i) the tax imposed by section 5001 of such Code in the case of distilled spirits, 
 
(ii) the tax imposed by section 5041 of such Code in the case of wine, and 
 
(iii) the tax imposed by section 5051 of such Code in the case of beer. 
 
(8) Definitions. -- For purposes of this subsection -- 
 



(A) In general. -- Terms used in this subsection which are also used in subchapter A of 
chapter 51 of such Code shall have the respective meanings such terms have in such part. 
 
(B) Person. -- The term "person" includes any State or political subdivsiion thereof, or 
any agency or instrumentality of a State or political subdivision thereof. 
 
(C) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(9) Treatment of imported perfumes containing distilled spirits. -- For purposes of this 
subsection, any article described in section 5001(a)(3) of such Code shall be treated as 
distilled spirits; except that the tax imposed by paragraph (1) shall be imposed on a wine 
gallon basis in lieu of a proof gallon basis. To the extent provided by regulations 
prescribed by the Secretary, the preceding sentence shall not apply to any article held on 
January 1, 1991, on the premises of a retail establishment. 
 
SEC. 13202. INCREASE IN EXCISE TAXES ON TOBACCO PRODUCTS. 
 
(a) Cigars. -- Subsection (a) of section 5701 is amended -- 
 
(1) by striking "75 cents per thousand" in paragraph (1) and inserting "$1.125 cents per 
thousand (93.75 cents per thousand on cigars removed during 1991 or 1992)", and 
 
(2) by striking "equal to" and all that follows in paragraph (2) and inserting "equal to -- 
 
"(A) 10.625 percent of the price for which sold but not more than $25 per thousand on 
cigars removed during 1991 or 1992, and 
 
"(B) 12.75 percent of the price for which sold but not more than $30 per thousand on 
cigars removed after 1992." 
 
(b) Cigarettes. -- Subsection (b) of section 5701 is amended -- 
 
(1) by striking "$8 per thousand" in paragraph (1) and inserting "$12 per thousand ($10 
per thousand on cigarettes removed during 1991 or 1992)", and 
 
(2) by striking "$16.80 per thousand" in paragraph (2) and inserting "$25.20 per thousand 
($21 per thousand on cigarettes removed during 1991 or 1992)". 
 
(c) Cigarette Papers. -- Subsection (c) of section 5701 is amended by striking " 1/2 cent" 
and inserting "0.75 cent (0.625 cent on cigarette papers removed during 1991 or 1992)". 
 
(d) Cigarette Tubes. -- Subsection (d) of section 5701 is amended by striking "1 cent" and 
inserting "1.5 cents (1.25 cents on cigarette tubes removed during 1991 or 1992)". 
 
(e) Smokeless Tobacco. -- Subsection (e) of section 5701 is amended -- 



 
(1) by striking "24 cents" in paragraph (1) and inserting "36 cents (30 cents on snuff 
removed during 1991 or 1992)", and 
 
(2) by striking "8 cents" in paragraph (2) and inserting "12 cents (10 cents on chewing 
tobacco removed during 1991 or 1992)". 
 
(f) Pipe Tobacco. -- Subsection (f) of section 5701 is amended by striking "45 cents" and 
inserting "67.5 cents (56.25 cents on pipe tobacco removed during 1991 or 1992)". 
 
(g) Effective Date. -- The amendments made by this section shall apply with respect to 
articles removed after December 31, 1990. 
 
(h) Floor Stocks Taxes on Cigarettes. -- 
 
(1) Imposition of tax. -- On cigarettes manufactured in or imported into the United States 
which are removed before any tax-increase date and held on such date for sale by any 
person, there shall be imposed the following taxes. 
 
(A) Small cigarettes. -- On cigarettes, weighing not more than 3 pounds per thousand, $2 
per thousand. 
 
(B) Large cigarettes. -- On cigarettes weighing more than 3 pounds per thousand, $4.20 
per thousand; except that, if more than 6 1/2 inches in length, they shall be taxable at the 
rate prescribed for cigarettes weighing not more than 3 pounds per thousand, counting 
each 2 ¾ inches, or fraction thereof, of the length of each as one cigarette. 
 
(2) Exception for certain amounts of cigarettes. -- 
 
(A) In general. -- No tax shall be imposed by paragraph (1) on cigarettes held on any tax 
increase date by any person if -- 
 
(i) the aggregate number of cigarettes held by such person on such date does not exceed 
30,000, and 
 
(ii) such person submits to the Secretary (at the time and in the manner required by the 
Secretary) such information as the Secretary shall require for purposes of this 
subparagraph. 
 
For purposes of this subparagraph, in the case of cigarettes measuring more than 6 1/2 
inches in length, each 2 3/4 inches (or fraction thereof) of the length of each shall be 
counted as one cigarette. 
 
(B) Authority to exempt cigarettes held in vending machines. -- To the extent provided in 
regulations prescribed by the Secretary, no tax shall be imposed by paragraph [*H10272] 
(1) on cigarettes held for retail sale on any tax-increase date by any person in any vending 



machine. If the Secretary so provides with respect to any person, the Secretary may 
reduce the 30,000 amount in subparagraph (A) and the $60 amount in paragraph (3) with 
respect to such person. 
 
(3) Credit against tax. -- Each person shall be allowed as a credit against the taxes 
imposed by paragraph (1) an amount equal to $60. Such credit shall not exceed the 
amount of taxes imposed by paragraph (1) for which such person is liable. 
 
(4) Liability for tax and method of payment. -- 
 
(A) Liability for tax. -- A person holding cigarettes on any tax-increase date to which any 
tax imposed by paragraph (1) applies shall be liable for such tax. 
 
(B) Method of payment. -- The tax imposed by paragraph (1) shall be paid in such 
manner as the Secretary shall prescribe by regulations. 
 
(C) Time for payment. -- The tax imposed by paragraph (1) shall be paid on or before the 
1st June 30 following the tax-increase date. 
 
(5) Definitions. -- For purposes of this subsection -- 
 
(A) Tax-increase date. -- The term "tax-increase date" means January 1, 1991, and 
January 1, 1993. 
 
(B) Other definitions. -- Terms used in this subsection which are also used in section 
5702 of the Internal Revenue Code of 1986 shall have the respective meanings such 
terms have in such section. 
 
(C) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(6) Controlled groups. -- Rules similar to the rules of section 13201(e)(5) shall apply for 
purposes of this subsection. 
 
(7) Other laws applicable. -- All provisions of law, including penalties, applicable with 
respect to the taxes imposed by section 5701 of such Code shall, insofar as applicable and 
not inconsistent with the provisions of this subsection, apply to the floor stocks taxes 
imposed by paragraph (1), to the same extent as if such taxes were imposed by such 
section 5701. 
 
SEC. 13203. ADDITIONAL CHEMICALS SUBJECT TO TAX ON OZONE 
DEPLETING CHEMICALS. 
 
(a) General Rule. -- 
 



(1) The table set forth in section 4682(a)(2) (defining ozone-depleting chemical) is 
amended by adding at the end thereof the following new items: 
 
"Carbon tetrachloride       tetrachloromethane. 
Methyl Chloroform       1,1,1-trichloroethane. 
CFC-13         CF3C1. 
CFC-111         C2FC15. 
CFC-112         C2F2C14. 
CFC-211         C3FC17. 
CFC-212         C3F2C16. 
CFC-213         C3F3C15. 
CFC-214         C3F4C14. 
CFC-215         C3F5C13. 
CFC-216         C3F6C12. 
CFC-217         C3F7C1." 
 
(2) The table set forth in section 4682(b) is amended by adding at the end thereof the 
following new items: 
"Carbon tetrachloride        1.1 
Methyl chloroform        0.1 
CFC-13         1.0 
CFC-111         1.0 
CFC-112         1.0 
CFC-211         1.0 
CFC-212         1.0 
CFC-213         1.0 
CFC-214         1.0 
CFC-215         1.0 
CFC-216         1.0 
CFC-217         1.0." 
 
(b) Separate Application of Export Credit Limit for Newly Listed Chemicals. -- 
Paragraph (3) of section 4682(d) is amended by adding at the end thereof the following 
new subparagraph: 
 
"(C) Separate application of limit for newly listed chemicals. -- 
 
"(1) In general. -- Subparagraph (B) shall be applied separately with respect to newly 
listed chemicals and other chemicals. 
 
"(ii) Application to newly listed chemicals. -- In applying subparagraph (B) to newly 
listed chemicals -- 
 
"(I) subparagraph (B) shall be applied by substituting '1989' for '1986' each place it 
appears, and 
 



"(II) clause (i)(II) thereof shall be applied by substituting for the regulations referred to 
therein any regulations (whether or not prescribed by the Secretary) which the Secretary 
determines are comparable to the regulations referred to in such clause with respect to 
newly listed chemicals. 
 
"(iii) Newly listed chemical. -- For purposes of this subparagraph, the term 'newly listed 
chemical' means any substance which appears in the table contained in subsection (a)(2) 
below Halon- 2402." 
 
[*H10237] (c) Separate Base Tax Amount for Newly Listed Chemicals. -- Subparagraphs 
(B) and (C) of section 4681(b)(1) are amended to read as follows: 
 
"(B) Base tax amount. -- 
 
"(i) Initially listed chemicals. -- The base tax amount for purposes of subparagraph (A) 
with respect to any sale or use during a calendar year before 1995 with respect to any 
ozone depleting chemical other than a newly listed chemical (as defined in section 
4682(d)(3)(C) is the amount determined under the following table for such calendar year: 
"Calendar year:       Base tax amount 
1990 or 1991         $1.37 
1992          1.67 
1993 or 1994         2.65. 
 
"(ii) Newly listed chemicals. -- The base tax amount for purposes of subparagraph (A) 
with respect to any sale or use during a calendar year before 1996 with respect to any 
ozonedepleting chemical which is a newly listed chemical (as so defined) is the amount 
determined under the following table for such calendar year: 
"Calendar year:       Base tax amount 
1991 or 1992         $1.37 
1993          1.67 
1994          3.00 
1995          3.10. 
 
"(C) Base tax amount for later years. -- The base tax amount for purposes of 
subparagraph (A) with respect to any sale or use of an ozone-depleting chemical during a 
calendar year after the last year specified in the table under subparagraph (B) applicable 
to such chemical shall be the base tax amount for such last year increased by 45 cents for 
each year after such last year." 
 
(d) Other Amendments. -- 
 
(1) The last sentence of section 4682(c)(2) is amended by inserting "(other than methyl 
chloroform)" after "ozone-depleting chemical". 
 
(2) Paragraph (3) of section 4682(h) is amended by striking "April 1" and inserting "June 
30". 



 
(e) Effective Date. -- The amendments made by this section shall apply to sales and uses 
after December 31, 1990. 
 
(f) Deposits for 1st Quarter of 1991. -- No deposit of any tax imposed by subchapter D of 
chapter 38 of the Internal Revenue Code of 1986 on any substance treated as an 
ozonedepleting chemical by reason of the amendment made by subsection (a)(1) shall be 
required to be made before April 1, 1991. 
 
PART II -- USER-RELATED TAXES 
 
SEC. 13211. INCREASE AND EXTENSION OF AVIATION-RELATED TAXES AND 
TRUST FUND; REPEAL OF REDUCTION IN RATES. 
 
(a) Increase in Rates on Transportation. -- 
 
(1) Transportation of persons. -- Subsections (a) and (b) of section 4261 are each 
amended by striking "8 percent" and inserting "10 percent". 
 
(2) Transportation of property. -- Subsection (a) of section 4271 is amended by striking 
"5 percent" and inserting "6.25 percent". 
 
(3) Effective date. -- The amendments made by this subsection shall apply to 
transportation beginning after November 30, 1990, but shall not apply to amounts paid on 
or before such date. 
 
(b) Increase in Rates on Fuel. -- 
 
(1) In general. -- Paragraph (3) of section 4091(b) is amended by striking "14 cents" and 
inserting "17.5 cents". 
 
(2) Conforming amendments. -- 
 
(A) Paragraph (1) of section 4041(c) is amended by striking "14 cents" and inserting 
"17.5 cents". 
 
(B)(i) Subparagraph (C) of section 4041(k)(1) is amended to read as follows: 
 
"(C) subsection (c) shall be applied by substituting '3.5 cents' for '17.5 cents'." 
 
(ii) Subparagraph (B) of section 4041(m)(1) is amended to read as follows: 
 
"(B) subsection (c) shall be applied by substituting '3.5 cents' for '17.5 cents'." 
 
(C)(i) Paragraphs (1) and (2) of section 4091(d) are amended to read as follows: 
 



 
"(1) In general. -- The Airport and Airway Trust Fund financing rate shall be -- 
 
"(A) 3.5 cents per gallon in the case of the sale of any mixture of aviation fuel if -- 
 
"(i) at least 10 percent of such mixture consists of alcohol (as defined in section 
4081(c)(3)), and 
 
"(ii) the aviation fuel in such moisture was not taxed under subparagraph (B), and 
 
"(B) 3.89 cents per gallon in the case of the sale of aviation fuel for use (at the time of 
such sale) in producing a mixture described in subparagraph (A). 
 
In the case of a sale described in subparagraph (B), the Leaking Underground Storage 
Tank Trust Fund financing rate shall be 1/9 cent per gallon. 
 
"(2) Later separation. -- If any person separates the aviation fuel from a mixture of the 
aviation fuel and alcohol on which tax was imposed under subsection (a) at the Airport 
and Airway Trust Fund financing rate equivalent to 3.5 cents per gallon by reason of this 
subsection (or with respect to which a credit or payment was allowed or made by reason 
of section 6427(f)(1)), such person shall be treated as the producer of such aviation fuel. 
The amount of tax imposed on any sale of such aviation fuel by such person shall be 
reduced by the amount of tax imposed (and not credited or refunded) on any prior sale of 
such fuel." 
 
(ii) The heading for subsection (d) of section 4091 is amended by striking "Exemption 
from" and inserting "Reduced Rate of". 
 
(3) Subsection (f) of section 6427 is amended to read as follows: 
 
(f) Gasoline, Diesel Fuel, and Aviation Fuel Used to Produce Certain Alcohol Fuels. -- 
 
[*H10273] (1) In general. -- Except as provided in subsection (k), if any gasoline, diesel 
fuel, or aviation fuel on which tax was imposed by section 4081 or 4091 at the regular tax 
rate is used by any person in producing a mixture described in section 4081(c), 
4091(c)(1)(A), or 4910(d)(1)(A) (as the case may be) which is sold or used in such 
person's trade or business the Secretary shall pay (without interest) to such person an 
amount equal to the excess of the regular tax rate over the incentive tax rate with respect 
to such fuel. 
 
(2) Definitions. -- For purposes of paragraph (1) -- 
 
(A) Regular tax rate. -- The term 'regular tax rate' means -- 
 
"(i) in the case of gasoline, the aggregate rate of tax imposed by section 4081 determined 
without regard to subsection (c) thereof, 



 
"(ii) in the case of diesel fuel, the aggregate rate of tax imposed by section 4091 on such 
fuel determined without regard to subsection (c) thereof, and 
 
"(iii) in the case of aviation fuel, the aggregate rate of tax imposed by section 4091 on 
such fuel determined without regard to subsection (d) thereof. 
 
"(B) Incentive tax rate. -- The term 'incentive tax rate' means -- 
 
"(i) in the case of gasoline, the aggregate rate of tax imposed by section 4081 with respect 
to fuel described in subsection (c)(1) thereof, 
 
"(ii) in the case of diesel fuel, the aggregate rate of tax imposed by section 4091 with 
respect to fuel described in subsection (c)(1)(B) thereof, and 
 
"(iii) in the case of aviation fuel, the aggregate rate of tax imposed by section 4091 with 
respect to fuel described in subsection (d)(1)(B) thereof. 
 
"(3) Coordination with other repayment provisions. -- No amount shall be payable under 
paragraph (1) with respect to any gasoline, diesel fuel, or aviation fuel with respect to 
which an amount is payable under subsection (d), (e), or (1) of this section or under 
section 6420 or 6421. 
 
"(4) Termination. -- This subsection shall not apply with respect to any mixture sold or 
used after September 30, 1995." 
 
Effective dates. -- The amendments made by this subsection shall take effect on 
December 1, 1990. 
 
(5) Floor stocks taxes. -- 
 
(A) Imposition of tax. -- In the case of aviation fuel on which tax was imposed under 
section 4091 of the Internal Revenue Code of 1986 before December 1, 1990, and which 
is held on such date by any person, there is hereby imposed a floor stocks tax on such 
fuel. 
 
(B) Rate of tax. -- The rate of tax imposed by subparagraph (A) shall be 3.5 cents per 
gallon. 
 
(C) Liability for tax and method of payment. -- 
 
(i) Liability for tax. -- A person holding fuel on December 1, 1990, to which the tax 
imposed by this paragraph applies shall be liable for such tax. 
 
(ii) Method of payment. -- The tax imposed by this paragraph shall be paid in such 
manner as the Secretary shall prescribe. 



 
(iii) Time for payment. -- The tax imposed by this paragraph shall be paid on or before 
May 31, 1991. 
 
(D) Definitions. -- For purposes of this paragraph -- 
 
(i) Held by a person. -- Fuel shall be considered as "held by a person" if title thereto has 
passed to such person (whether or not delivery to the person has been made). 
(ii) Aviation fuel. -- The term "aviation fuel" has the meaning given such term by section 
4092(a) of such Code. 
 
(iii) Secretary. -- The term "Secretary" means the Secretary of the Treasury or his 
delegate. 
 
(E) Exception for exempt uses. -- The tax imposed by this paragraph shall not apply to 
fuel held by any person exclusively for any use which is a nontaxable use (as defined in 
section 6427(1) of such Code.). 
 
(F) Other laws applicable. -- All provisions of laws, including penalties, applicable with 
respect to the tax imposed by section 4091 of such Code shall, insofar as applicable and 
not inconsistent with the provisions of this paragraph, apply with respect to the floor 
stock taxes imposed by this paragraph to the same extent as if such taxes were imposed 
by such section 4091. 
 
(c) Increases in Tax Revenues Before 1993 to Remain in General Fund. -- Subsection (b) 
of section 9502 is amended by adding at the end thereof the following new sentence: "In 
the case of taxes imposed before January 1, 1993, paragraphs (1), (2), and (3) shall be 
applied without regard to any increase in tax enacted by Revenue Reconciliation Act of 
1990." 
 
(d) Extension of Taxes and Trust Fund. -- 
 
(1) Transportation taxes. -- Sections 4261(g) and 4271(d) are each amended by striking 
"January 1, 1991" and inserting "January 1, 1996". 
 
(2) Fuel taxes. -- 
 
(A) Subparagraph (B) of section 4091(b)(5) is amended by striking "January 1, 1991" and 
inserting "January 1, 1996". 
 
(B) Paragraph (5) of section 4041(c) is amended by striking "December 31, 1990" and 
inserting "December 31, 1995". 
 
(3) Deposits into trust fund. -- Subsection (b) of section 9502 (relating to transfer to 
Airport and Airway Trust Fund of amounts equivalent to certain taxes) is amended by 
striking "January 1, 1991" each place it appears and inserting "January 1, 1996". 



(e) Repeal of Reduction in Rates. -- 
 
(1) Section 4283 (relating to reduction in aviation related taxes in certain cases) is hereby 
repealed. 
 
(2) Table of sections for part III of subchapter C of chapter 33 is amended by striking the 
item relating to section 4283. 
 
(3) Subsection (c) of section 4041 is amended by striking paragraph (6). 
 
SEC. 13212. AMENDMENTS TO GAS GUZZLER TAX. 
 
(a) Increase in Rate of Tax. -- Subsection (a) of section 4064 (relating to gas guzzler tax) 
is amended to read as follows: 
 
"(a) Imposition of Tax. -- There is hereby imposed on the sale by the manufacturer of 
each automobile a tax determined in accordance with the following table: 
If the fuel economy of the model      The tax is -- 
type in which the automobile 
falls is: 
At least 22.5          $0 
At least 21.5 but less than 22.5       1,000 
At least 20.5 but less than 21.5       1,300 
At least 19.5 but less than 20.5       1,700 
At least 18.5 but less than 19.5       2,100 
At least 17.5 but less than 18.5       2,600   
At least 16.5 but less than 17.5       3,000 
At least 15.5 but less than 16.5       3,700 
At least 14.5 but less than 15.5       4,500 
At least 13.5 but less thaqn 14.5       5,400 
At least 12.5 but less than 13.5       6,400 
Less than 12.5         7,700." 
 
(b) Limousines Included Without Regard To Weight. -- Subparagraph (A) of section 
4064(b)(1) is amended by adding at the end thereof the following new sentence: "In the 
case of a limousine, the preceding sentence shall be applied without regard to clause (ii)." 
 
(c) Repeal of Exception for Lengthening Existing Automobiles. -- Subparagraph (B) of 
section 4064(b)(5) (defining manufacturer) is amended to read as follows: 
 
"(B) Lengthening treated as manufacture. -- For purposes of this section, subchapter G of 
this chapter, and section 6416(b)(3), the lengthening of an automobile by any person shall 
be treated as the manufacture of an automobile by such person." 
 
(d) Repeal of Special Rules for Small Manufacturers. -- Section 4064 is amended by 
striking subsection (d). 



(e) Effective Dates. -- 
 
(1) Subsections (a) and (b). -- The amendments made by subsections (a) and (b) shall 
apply to sales after December 31, 1990. 
 
(2) Subsection (c). -- The amendments made by subsection (c) shall take effect on 
January 1, 1991. 
 
(3) Subsection (d). -- The amendment made by subsection (d) shall take effect on the date 
of the enactment of this section. 
 
SEC. 13213. INCREASE IN HARBOR MAINTENANCE TAX. 
 
(a) In General. -- Subsection (b) of section 4461 is amended by striking "0.04 percent" 
and inserting "0.125 percent". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on January 
1, 1991. 
 
SEC. 13214. EXTENSION OF LEAKING UNDERGROUND STORAGE TANK 
TRUST FUND TAXES. 
 
(a) In General. -- Paragraph (2) of section 4081(d) is amended to read as follows: 
 
"(2) Leaking underground storage tank trust fund financing rate. -- The Leaking 
Underground Storage Tank Trust Fund financing rate under subsection (a)(2) shall not 
apply after December 31, 1996." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the 30th 
day after the date of the enactment of this Act. 
 
SEC. 13215. FLOOR STOCKS TAX TREATMENT OF ARTICLES IN FOREIGN 
TRADE ZONES. 
 
Notwithstanding the Act of June 18, 1934 (48 Stat. 998, 19 U.S.C. 81a) or any other 
provision of law, any article which is located in a foreign trade zone on the effective date 
of any increase in tax under the amendments made by this part, part I, or part IV shall be 
subject to floor stocks taxes imposed by such parts if -- 
 
(1) internal revenue taxes have been determined, or customs duties liquidated, with 
respect to such article before such date pursuant to a request made under the 1st proviso 
of section 3(a) of such Act, or 
 
(2) such article is held on such date under the supervision of a customs officer pursuant to 
the 2d proviso of such section 3(a) 
 



Subtitle C -- Other Revenue Increases 
 
PART I -- INSURANCE PROVISIONS 
 
Subpart A -- Provisions Related to Policy Acquisition Costs 
 
SEC. 13301. CAPITALIZATION OF POLICY ACQUISITION EXPENSES. 
 
(a) General Rule. -- Part III of subchapter L of chapter 1 (relating to provisions of general 
application) is amended by adding at the end thereof the following new section: 
 
"SEC. 848. CAPITALIZATION OF CERTAIN POLICY ACQUISITION EXPENSES. 
 
"(a) General Rule. -- In the case of an insurance company -- 
 
"(1) specified policy acquisition expenses for any taxable year shall be capitalized, and 
 
"(2) such expenses shall be allowed as a deduction ratably over the 120-month period 
beginning with the first month in the second half of such taxable year. 
 
[*H10274] "(b) 5-Year Amortization Period for Small Companies. -- 
 
"(1) In general. -- Paragraph (2) of subsection (a) shall be applied with respect to 
specified policy acquisition expenses for any taxable year of an insurance company 
which is a small company for such taxable year by substituting '60-month' for '120-
month'. 
 
"(2) Small company defined. -- For purposes of this subsection, the term 'small company' 
means any insurance company which meets the requirements of section 806(a)(3); except 
that – 
 
"(A) paragraph (1)(A) of section 806(c) shall be applied by substituting 'insurance' for 
'life insurance' each place it appears, and 
 
"(B) paragraph (2) of section 806(c) shall not apply. 
 
"(3) Exception for acquisition expenses attributable to certain reinsurance contracts. – 
This subsection shall not apply to any specified policy acquisition expenses for any 
taxable year which are attributable to premiums or other consideration under any 
reinsurance contract with any insurance company unless each insurance company which 
takes into account premiums with respect to the reinsured contract is a small company. 
 
"(c) Specified Policy Acquisition Expenses. -- For purposes of this section -- 
 



"(1) In general. -- The term 'specified policy acquisition expenses' means, with respect to 
any taxable year, so much of the general deductions for such taxable year as does not 
exceed the sum of – 
 
"(A) 1.5 percent of the net premiums for such taxable year on specified insurance 
contracts which are annuity contracts, 
 
"(B) 1.80 percent of the net premiums for such taxable year on specified insurance 
contracts which are group life insurance contracts, and 
 
"(C) 6.75 percent of the net premiums for such taxable year on specified insurance 
contracts not described in subparagraph (A) or (B). 
 
"(2) General deductions. -- The term 'general deductions' means the deductions provided 
in part VI of subchapter B (sec. 161 and following, relating to itemized deductions) and 
in part I of subchapter D (sec. 401 and following, relating to pension, profit sharing, stock 
bonus plans, etc.). 
 
"(d) Net Premiums. -- For purposes of this section -- 
 
"(1) In general. -- The term 'net premiums' means, with respect to any category of 
specified insurance contracts set forth in subsection (c)(1), the excess (if any) of -- 
 
"(A) the gross amount of premiums and other consideration on such contracts, over 
 
"(B) return premiums on such contracts and premiums and other consideration incurred 
for reinsurance of such contracts. 
 
The rules of section 803(b) shall apply for purposes of the preceding sentence. 
 
"(2) Amounts determined on accrual basis. -- In the case of an insurance company subject 
to tax under part II of this subchapter, all computations entering into determinations of 
net premiums for any taxable year shall be made in the manner required under section 
811(a) for life insurance companies. 
 
"(3) Treatment of certain policyholder dividends and similar amounts. -- Net premiums 
shall be determined without regard to section 808(e) and without regard to other similar 
amounts treated as paid to, and returned by, the policyholder. 
 
"(4) Special rule for certain reinsurance. -- Premiums and other consideration incurred for 
reinsurance shall be taken into account under paragraph (1)(B) only to the extent such 
premiums and other consideration are includible in the gross income of an insurance 
company taxable under this subchapter or are subject to tax under this chapter by reason 
of subpart F of part III of subchapter N. 
 
"(e) Classification of Contracts. -- For purposes of this section -- 



 
"(1) Specified insurance contract. -- 
 
"(A) In general. -- Except as otherwise provided in this paragraph, the term 'specified 
insurance contract' means any life insurance, annuity, or noncancellable accident and 
health insurance contract (including any life insurance or annuity contract combined with 
noncancellable accident and health insurance). 
 
"(B) Exceptions. -- The term 'specified insurance contract' shall not include -- 
 
"(i) any pension plan contract (as defined in section 818(a)), 
 
"(ii) any flight insurance or similar contract, and 
 
"(iii) any qualified foreign contract (as defined in section 807(e)(4) without regard to 
paragraph 
 
(5) of this subsection). 
 
"(2) Group life insurance contract. -- The term 'group life insurance contract' means any 
life insurance contract -- 
 
"(A) which covers a group of individuals defined by reference to employment 
relationship, membership in an organization, or similar factor, 
 
"(B) the premiums for which are determined on a group basis, and 
 
"(C) the proceeds of which are payable to (or for the benefit of) persons other than the 
employer of the insured, an organization to which the insured belongs, or other similar 
person. 
 
"(3) Treatment of annuity contracts combined with noncancellable accident and health 
insurance. -- Any annuity contract combined with noncancellable accident and health 
insurance shall be treated as a noncancellable accident and health insurance contract and 
not as an annuity contract. 
 
"(4) Treatment of guaranteed renewable contracts. -- The rules of section 816(e) shall 
apply for purposes of this section. 
 
"(5) Treatment of reinsurance contract. -- A contract which reinsures another contract 
shall be treated in the same manner as the reinsured contract. 
 
"(f) Special Rule Where Negative Net Premiums. -- 
 
"(1) In general. -- If for any taxable year there is a negative capitalization amount with 
respect to any category of specified insurance contracts set forth in subsection (c)(1) -- 



"(A) the amount otherwise required to be capitalized under this section for such taxable 
year with respect to any other category of specified insurance contracts shall be reduced 
(but not below zero) by such negative capitalization amount, and 
 
"(B) such negative capitalization amount (to the extent not taken into account under 
subparagraph (A)) -- 
 
"(i) shall reduce (but not below zero) the unamortized balance (as of the beginning of 
such taxable year) of the amounts previously capitalized under subsection (a) (beginning 
with the amount capitalized for the most recent taxable year), and 
 
"(ii) to the extent taken into account as such a reduction, shall be allowed as a deduction 
for such taxable year. 
 
"(2) Negative capitalization amount. -- For purposes of paragraph (1), the term 'negative 
capitalization amount' means, with respect to any category of specified insurance 
contracts, the percentage (applicable under subsection (c)(1) to such category) of the 
amount (if any) by which – 
 
"(A) the amount determined under subparagraph (B) of subsection (d)(1) with respect to 
such category, exceeds 
 
"(B) the amount determined under subparagraph (A) of subsection (d)(1) with respect to 
such category. 
 
"(g) Treatment of Certain Ceding Commissions. -- Nothing in any provision of law (other 
than this section) shall require the capitalization of any ceding commission incurred on or 
after September 30, 1990, under any reinsurance contract. 
 
"(h) Treatment of Qualified Foreign Contracts Under Adjusted Current Earnings 
Preference. – For purposes of determining adjusted current earnings under section 56(g), 
acquisition expenses with respect to contracts described in clause (iii) of subsection 
(e)(1)(B) shall be capitalized and amortized in accordance with the treatment generally 
required under generally accepted accounting principles as if this subsection applied to 
such contracts for all taxable years. 
 
"(i) Transitional Rule. -- In the case of any taxable year which includes September 30, 
1990, the amount taken into account as the net premiums (or negative capitalization 
amount) with respect to any category of specified insurance contracts shall be the amount 
which bears the same ratio to the amount which (but for this subsection) would be so 
taken into account as the number of days in such taxable year on or after September 30, 
1990, bears to the total number of days in such taxable year." 
 
(b) Repeal of Special Treatment of Acquisition Expenses Under Minimum Tax. -- 
Paragraph (4) of section 56(g) is amended by striking subparagraph (F) and redesignating 
subparagraphs (G) and (H) as subparagraphs (F) and (G), respectively. 



(c) Clerical Amendment. -- The table of sections for part III of subchapter L of chapter 1 
is amended by adding at the end thereof the following new item: 
 
"Sec. 848. Capitalization of certain policy acquisition expenses." 
 
(d) Effective Date. -- 
 
(1) In general. -- The amendments made by subsections (a) and (c) shall apply to taxable 
years ending on or after September 30, 1990. Any capitalization required by reason of 
such amendments shall not be treated as a change in method of accounting for purposes 
of the Internal Revenue Code of 1986. 
 
(2) Subsection (b). -- 
 
(A) In general. -- The amendment made by subsection (b) shall apply to taxable years 
beginning on or after September 30, 1990. 
 
(B) Special rules for year which includes september 30, 1990. -- In the case of any 
taxable year which includes September 30, 1990, the amount of acquisition expenses 
which is required to be capitalized under section 56(g)(4)(F) of the Internal Revenue 
Code of 1986 (as in effect before the amendment made by subsection (b)) shall be the 
amount which bears the same ratio to the amount which (but for this subparagraph) 
would be so required to be capitalized as the number of days in such taxable year before 
September 30, 1990, bears to the total number of days in such taxable year. A similar 
reduction shall be made in the amount amortized for such taxable year under such section 
56(g)(4)(F). 
 
SEC. 13302. TREATMENT OF CERTAIN NONLIFE RESERVES OF LIFE 
INSURANCE COMPANIES. 
 
(a) General Rule. -- Subsection (e) of section 807 (relating to special rules for computing 
reserves) is amended by adding at the end thereof the following new paragraph: 
 
[*H10275] "(7) Special rules for treatment of certain nonlife reserves. -- 
 
"(A) In general. -- The amount taken into account for purposes of subsection (a) and (b) 
as -- 
 
"(i) the opening balance of the items referred to in subparagraph (C), and 
 
"(ii) the closing balance of such items, 
 
shall be 80 percent of the amount which (without regard to this subparagraph) would 
have been taken into account as such opening or closing balance, as the case may be. 
 
"(B) Transitional rule. -- 



 
"(i) In general. -- In the case of any taxable year beginning on or after September 30, 
1990, and on or before September 30, 1996, there shall be included in the gross income 
of any life insurance company an amount equal to 3 1/3 percent of such company's 
closing balance of the items referred to in subparagraph (C) for its most recent taxable 
year beginning before September 30, 1990. 
 
"(ii) Termination as life insurance company. -- Except as provided in section 381(c)(22), 
if, for any taxable year beginning on or before September 30, 1996, the taxpayer ceases to 
be a life insurance company, the aggregate inclusions which would have been made 
under clause (i) for such taxable year and subsequent taxable years but for such cessation 
shall be taken into account for the taxable year preceding such cessation year. 
 
"(C) Description of items. -- For purposes of this paragraph, the items referred to in this 
subparagraph are the items described in subsection (c) which consist of unearned 
premiums and premiums received in advance under insurance contracts not described in 
section 816(b)(1)(B)." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to taxable years 
beginning on or after September 30, 1990. 
 
SEC. 13303. TREATMENT OF LIFE INSURANCE RESERVES OF INSURANCE 
COMPANIES WHICH ARE NOT LIFE INSURANCE COMPANIES. 
 
(a) General Rule. -- Paragraph (4) of section 832(b) (defining premiums earned) is 
amended by striking "section 807, pertaining" and all that follows down through the 
period at the end of the first sentence which follows subparagraph (C) and inserting 
"section 807.". 
 
(b) Technical Amendment. -- Subparagraph (A) of section 832(b)(7) is amended -- 
 
(1) by striking "amounts included in unearned premiums under the 2nd sentence of such 
subparagraph" and inserting "insurance contracts described in section 816(b)(1)(B)", and 
 
(2) by striking "such amounts into account" and inserting "such contracts into account". 
 
(c) Effective Date. -- The amendments made by this section shall apply to taxable years 
beginning on or after September 30, 1990. 
 
Subpart B -- Treatment of Salvage Recoverable 
 
SEC. 13305. TREATMENT OF SALVAGE RECOVERABLE. 
 
(a) General Rule. -- Subparagraph (A) of section 832(b)(5) (defining losses incurred) is 
amended to read as follows: 
 



"(A) In general. -- The term 'losses incurred' means losses incurred during the taxable 
year on insurance contracts computed as follows: 
 
"(i) To losses paid during the taxable year, deduct salvage and reinsurance recovered 
during the taxable year. 
 
"(ii) To the result so obtained, add all unpaid losses on life insurance contracts plus all 
discounted unpaid losses (as defined in section 846) outstanding at the end of the taxable 
year and deduct all unpaid losses on life insurance contracts plus all discounted unpaid 
losses outstanding at the end of the preceding taxable year. 
 
"(iii) To the results so obtained, add estimated salvage and reinsurance recoverable as of 
the end of the preceding taxable year and deduct estimated salvage and reinsurance 
recoverable as of the end of the taxable year. 
 
The Secretary shall by regulations provide that the amounts referred to in clause (iii) shall 
be determined on a discounted basis in accordance with procedures established in such 
regulations." 
 
(b) Conforming Amendment. -- Subsection (g) of section 846 is amended by adding 
"and" at the end of paragraph (1), by striking paragraph (2), and by redesignating 
paragraph (3) as paragraph (2). 
 
(c) Effective Date. -- 
 
(1) In general. -- The amendments made by this section shall apply to taxable years 
beginning after December 31, 1989. 
 
(2) Amendments treated as change in method of accounting. -- 
 
(A) In general. -- In the case of any taxpayer who is required by reason of the 
amendments made by this section to change his method of computing losses incurred -- 
 
(i) such change shall be treated as a change in a method of accounting, 
 
(ii) such change shall be treated as initiated by the taxpayer, and 
 
(iii) such change shall be treated as having been made with the consent of the Secretary. 
 
(B) Fresh start. -- Notwithstanding section 481 of the Internal Revenue Code of 1986, the 
net amount of the adjustments (otherwise required by such section 481 to be taken into 
account by the taxpayer) shall not be required to be taken into account for any taxable 
year. 
 
(3) Special rule for overestimates. -- If for any taxable year beginning after December 31, 
1989 – 



(A) the amount of the section 481 adjustment which would have been required without 
regard to paragraph (2) and any discounting, exceeds 
 
(B) the sum of the amount of salvage recovered taken into account under section 
832(b)(5)(A)(i) for the taxable year and any preceding taxable year beginning after 
December 31, 1989, attributable to losses incurred with respect to any accident year 
beginning before 1990 and the undiscounted amount of estimated salvage recoverable as 
of the close of the taxable year on account of such losses,  
 
such excess (adjusted by the discount rate used in determining the amount of salvage 
recoverable as of the close of the last taxable year of the taxpayer beginning before 
January 1, 1990) shall be included in gross income for such taxable year. 
 
(4) Effect on earnings and profits. -- The earnings and profits of any insurance company 
for its 1st taxable year beginning after December 31, 1989, shall be increased by the 
amount of the section 481 adjustment which would have been required but for paragraph 
(2). For purposes of applying sections 56, 902, 952(c)(1), and 960 of the Internal 
Revenue Code of 1986, earnings and profits of a corporation shall be determined without 
regard to the preceding sentence. 
 
Subpart C -- Waiver of Estimated Tax Penalties 
 
SEC. 13307. WAIVER OF ESTIMATED TAX PENALTIES. 
 
No addition to tax shall be made under section 6655 of the Internal Revenue Code of 
1986 for any period before March 16, 1991, with respect to any underpayment to the 
extent such underpayment was created or increased by any provision of this part. 
 
PART II -- COMPLIANCE PROVISIONS 
 
SEC. 13311. SUSPENSION OF STATUTE OF LIMITATIONS DURING 
PROCEEDINGS TO ENFORCE CERTAIN SUMMONSES. 
 
(a) General Rule. -- Section 6503 (relating to suspension of running of period of 
limitation) is amended by redesignating subsection (k) as subsection (l) and by inserting 
after subsection (j) the following new subsection: 
 
"(k) Extension in Case of Certain Summonses. -- 
 
"(1) In general. -- If any designated summons is issued by the Secretary with respect to 
any return of tax by a corporation, the running of any period of limitations provided in 
section 6501 on the assessment of such tax shall be suspended -- 
 
"(A) during any judicial enforcement period -- 
 
"(i) with respect to such summons, or 



"(ii) with respect to any other summons which is issued during the 30-day period which 
begins on the date on which such designated summons is issued and which relates to the 
same return as such designated summons, and 
 
"(B) if the court in any proceeding referred to in paragraph (3) requires any compliance 
with a summons referred to in subparagraph (A), during the 120-day period beginning 
with the 1st day after the close of the suspension under subparagraph (A). 
 
If subparagraph (B) does not apply, such period shall in no event expire before the 60th 
day after the close of the suspension under subparagraph (A). 
 
"(2) Designated summons. -- For purposes of this subsection -- 
 
"(A) In general. -- The term 'designated summons' means any summons issued for 
purposes of determining the amount of any tax imposed by this title if -- 
 
"(i) such summons is issued at least 60 days before the day on which the period 
prescribed in section 6501 for the assessment of such tax expires (determined with regard 
to extensions), and 
 
"(ii) such summons clearly states that it is a designated summons for purposes of this 
subsection. 
 
"(B) Limitation. -- A summons which relates to any return shall not be treated as a 
designated summons if a prior summons which relates to such return was treated as a 
designated summons for purposes of this subsection. 
 
"(3) Judicial enforcement period. -- For purposes of this subsection, the term 'judicial 
enforcement period' means, with respect to any summons, the period -- 
 
"(A) which begins on the day on which a court proceeding with respect to such summons 
is brought, and 
 
"(B) which ends on the day on which there is a final resolution as to the summoned 
person's response to such summons." 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to any tax 
(whether imposed before, on, or after the date of the enactment of this Act) if the period 
prescribed by section 6501 of the Internal Revenue Code of 1986 for the assessment of 
such tax (determined with regard to extensions) has not expired on such date of the 
enactment. 
 
SEC. 13312. ACCURACY-RELATED PENALTY TO APPLY TO SECTION 482 
ADJUSTMENTS. 
 



(a) General Rule. -- Subsection (e) of section 6662 (defining substantial valuation 
overstatement under chapter 1) is amended to read as follows: 
 
"(e) Substantial Valuation Misstatement Under Chapter 1. -- 
 
[*h10276] "(1) In general. -- For purposes of this section, there is a substantial valuation 
misstatement under chapter 1 if -- 
 
"(A) the value of any property (or the adjusted basis of any property) claimed on any 
return of tax imposed by chapter 1 is 200 percent or more of the amount determined to be 
the correct amount of such valuation or adjusted basis (as the case may be), or 
 
"(B)(i) the price for any property or services claimed on any such return in connection 
with any transaction between persons described in section 482 is 200 percent or more (or 
50 percent or less) of the amount determined under section 482 to be the correct amount 
of such price, or 
 
"(ii) the net section 482 transfer price adjustment for the taxable year exceeds 
$10,000,000. 
 
"(2) Limitation. -- No penalty shall be imposed by reason of subsection (b)(3) unless the 
portion of the underpayment for the taxable year attributable to substantial valuation 
misstatements under chapter 1 exceeds $5,000 ($10,000 in the case of a corporation other 
than an S corporation or a personal holding company (as defined in section 542)). 
 
"(3) Net section 482 transfer price adjustment. -- For purposes of this subsection, the term 
'net section 482 transfer price adjustment' means, with respect to any taxable year, the net 
increase in taxable income for the taxable year (determined without regard to any amount 
carried to such taxable year from another taxable year) resulting from adjustments under 
section 482 in the transfer price for any property or services. For purposes of the 
preceding sentence, rules similar to the rules of the last sentence of section 55(b)(2) shall 
apply." 
 
(b) Conforming Amendments. -- 
 
(1) Paragraph (3) of section 6662(b) is amended to read as follows: 
 
"(3) Any substantial valuation misstatement under chapter 1." 
 
(2) Subparagraph (A) of section 6662(h)(2) is amended to read as follows: 
 
"(A) any substantial valuation misstatement under chapter 1 as determined under 
subsection (e) by substituting -- 
 
"(i) '400 percent' for '200 percent' each place it appears, 
 



 
"(ii) '25 percent' for '50 percent', and 
 
"(iii) '$20,000,000' for '$10,000,000',". 
 
(c) Effective Date. -- The amendments made by this section shall apply to taxable years 
ending after the date of the enactment of this Act. 
 
SEC. 13313. TREATMENT OF PERSONS PROVIDING SERVICES. 
 
(a) General Rule. -- Subsection (n) of section 6103 (relating to certain other persons) is 
amended -- 
 
(1) by striking "and the programming" and inserting "the programming", and 
 
(2) by inserting after "of equipment," the following "and the providing of other services,". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall take effect on the 
date of the enactment of this Act. 
 
SEC. 13314. APPLICATION OF AMENDMENTS MADE BY SECTION 7403 OF 
REVENUE RECONCILIATION ACT OF 1989 TO TAXABLE YEARS BEGINNING 
ON OR BEFORE JULY 10, 1989. 
 
(a) General Rule. -- The amendments made by section 7403 of the Revenue 
Reconciliation Act of 1989 shall apply to – 
 
(1) any requirement to furnish information under section 6038A(a) of the Internal 
Revenue Code of 1986 (as amended by such section 7403) if the time for furnishing such 
information under such section is after the date of the enactment of this Act, 
 
(2) any requirement under such section 6038A(a) to maintain records which were in 
existence on or after March 20, 1990, 
 
(3) any requirement to authorize a corporation to act as a limited agent under section 
6038A(e)(1) of such Code (as so amended) if the time for authorizing such action is after 
the date of the enactment of this Act, and 
 
(4) any summons issued after such date of enactment, 
 
without regard to when the taxable year (to which the information, records, authorization, 
or summons relates) began. Such amendments shall also apply in any case to which they 
would apply without regard to this section. 
 
(b) Continuation of Old Failures. -- In the case of any failure with respect to a taxable 
year beginning on or before July 10, 1989, which first occurs on or before the date of the 



enactment of this Act but which continues after such date of enactment, section 
6038A(d)(2) of the Internal Revenue Code of 1986 (as amended by subsection (c) of such 
section 7403) shall apply for purposes of determining the amount of the penalty imposed 
for 30-day periods referred to in such section 6038A(d)(2) which begin after the date of 
the enactment of this Act. 
 
SEC. 13315. OTHER REPORTING REQUIREMENTS. 
 
(a) General Rule. -- Subpart A of part III of subchapter A of chapter 61 (relating to 
information concerning persons subject to special provisions) is amended by inserting 
after section 6038B the following new section: 
 
"SEC. 6038C. INFORMATION WITH RESPECT TO FOREIGN CORPORATIONS 
ENGAGED IN U.S. BUSINESS. 
 
"(a) Requirement. -- If a foreign corporation (hereinafter in this section referred to as the 
'reporting corporation') is engaged in a trade or business within the United States at any 
time during a taxable year -- 
 
"(1) such corporation shall furnish (at such time and in such manner as the Secretary shall 
by regulations prescribe) the information described in subsection (b), and 
 
"(2) such corporation shall maintain (at the location, in the manner, and to the extent 
prescribed in regulations) such records as may be appropriate to determine the liability of 
such corporation for tax under this title as the Secretary shall by regulations prescribe (or 
shall cause another person to so maintain such records). 
 
"(b) Required Information. -- For purposes of subsection (a), the information described in 
this subsection is -- 
 
"(1) the information described in section 6038A(b), and 
 
"(2) such other information as the Secretary may prescribe by regulations relating to any 
item not directly connected with a transaction for which information is required under 
paragraph (1). 
 
"(c) Penalty for Failure To Furnish Information or Maintain Records. -- The provisions of 
subsection (d) of section 6038A shall apply to -- 
 
"(1) any failure to furnish (within the time prescribed by regulations) any information 
described in subsection (b), and 
 
"(2) any failure to maintain (or cause another to maintain) records as required by 
subsection (a), in the same manner as if such failure were a failure to comply with the 
provisions of section 6038A. 
 



"(d) Enforcement of Requests for Certain Records. -- 
 
"(1) Agreement to treat corporation as agent. -- The rules of paragraph (3) shall apply to 
any transaction between the reporting corporation and any related party who is a foreign 
person unless such related party agrees (in such manner and at such time as the Secretary 
shall prescribe) to authorize the reporting corporation to act as such related party's limited 
agent solely for purposes of applying sections 7602, 7603, and 7604 with respect to any 
request by the Secretary to examine records or produce testimony related to any such 
transaction or with respect to any summons by the Secretary for such records or 
testimony. The appearance of persons or production of records by reason of the reporting 
corporation being such an agent shall not subject such persons or records to legal process 
for any purpose other than determining the correct treatment under this title of any 
transaction between the reporting corporation and such related party. 
 
"(2) Rules where information not furnished. -- If -- 
 
"(A) for purposes of determining the amount of the reporting corporation's liability for 
tax under this title, the Secretary issues a summons to such corporation to produce (either 
directly or as an agent for a related party who is a foreign person) any records or 
testimony, 
 
"(B) such summons is not quashed in a proceeding begun under paragraph (4) of section 
6038A(e) (as made applicable by paragraph (4) of this subsection) and is not determined 
to be invalid in a proceeding begun under section 7604(b) to enforce such summons, and 
 
"(C) the reporting corporation does not substantially comply in a timely manner with 
such summons and the Secretary has sent by certified or registered mail a notice to such 
reporting corporation that such reporting corporation has not so substantially complied, 
 
the Secretary may apply the rules of paragraph (3) with respect to any transaction or item 
to which such summons relates (whether or not the Secretary begins a proceeding to 
enforce such summons). If the reporting corporation fails to maintain (or cause another to 
maintain) records as required by subsection (a), and by reason of that failure, the 
summons is quashed in a proceeding described in subparagraph (B) or the reporting 
corporation is not able to provide the records requested in the summons, the Secretary 
may apply the rules of paragraph (3) with respect to any transaction or item to which the 
records relate. 
 
"(3) Applicable rules. -- If the rules of this paragraph apply to any transaction or item, the 
treatment of such transaction (or the amount and treatment of any such item) shall be 
determined by the Secretary in the Secretary's sole discretion from the Secretary's own 
knowledge or from such information as the Secretary may obtain through testimony or 
otherwise. 
 



"(4) Judicial proceedings. -- The provisions of section 6038A(e)(4) shall apply with 
respect to any summons issued under paragraph (2)(A); except that subparagraph (D) of 
such section shall be applied by substituting 'transaction or item' for 'transaction'. 
 
"(e) Definitions. -- For purposes of this section, the terms 'related party', 'foreign person', 
and 'records' have the respective meanings given to such terms by section 6038A(c)." 
 
(b) Conforming Amendments. -- 
 
(1) Paragraph (1) of section 6038A(a) is amended by striking "or is a foreign corporation 
engaged in trade or business within the United States". 
 
(2) The table of sections for subpart A of part III of subchapter A of chapter 61 is 
amended by inserting after the item relating to section 6038B the following new item: 
 
"Sec. 6038C. Information with respect to foreign corporations engaged in U.S. business." 
 
(c) Effective Date. -- The amendments made by this section shall apply to -- 
 
(1) any requirement to furnish information under section 6038C(a) of the Internal 
Revenue Code of 1986 (as added by this section) if the time for furnishing such 
information under such section is after the date of the enactment of this Act, 
 
(2) any requirement under such section 6038C(a) to maintain records which were in 
existence on or after March 20, 1990, 
 
(3) any requirement to authorize a corporation to act as a limited agent under section 
6038C(d)(1) of such Code (as so added) if the time for authorizing such action is after the 
date of the enactment of this Act, and 
 
(4) any summons issued after such date of enactment, 
without regard to when the taxable year (to which the information, records, authorization, 
or summons relates) began. 
 
SEC. 13316. STUDY OF SECTION 482. 
 
(a) General Rule. -- The Secretary of the Treasury or his delegate shall conduct a study of 
the application and administration of section 482 of the Internal Revenue Code of 1986. 
Such study shall include examination of -- 
 
(1) the effectiveness of the amendments made by this part in increasing levels of 
compliance with such section 482, 
 
(2) use of advanced determination agreements with respect to issues under such section 
482, 
 



(3) possible legislative or administrative changes to assist the Internal Revenue Service in 
increasing compliance with such section 482, and 
 
(4) coordination of the administration of such section 482 with similar provisions of 
foreign tax laws and with domestic nontax laws. 
 
(b) Report. -- Not later than March 1, 1992, the Secretary of the Treasury or his delegate 
shall submit to the Committee on Ways and Means of the House of Representatives and 
the Committee on Finance of the Senate a report on the study conducted under subsection 
(a), together with such recommendations as he may deem advisable. 
 
PART III -- EMPLOYER REVERSIONS 
 
SUBPART A -- TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS 
TO EMPLOYERS 
 
SEC. 13321. INCREASE IN REVERSION TAX. 
 
Section 4980(a) (relating to tax on reversion of qualified plan assets to employer) is 
amended by striking "15 percent" and inserting "20 percent". 
 
SEC. 13322. ADDITIONAL TAX IF NO REPLACEMENT PLAN. 
 
(a) In General. -- Section 4980 is amended by adding at the end thereof the following 
new subsection: 
 
"(d) Increase in Tax for Failure to Establish Replacement Plan or Increase Benefits. -- 
 
"(1) In general. -- Subsection (a) shall be applied by substituting '50 percent' for '20 
percent' with respect to any employer reversion from a qualified plan unless -- 
 
"(A) the employer establishes or maintains a qualified replacement plan, or 
 
"(B) the plan provides benefit increases meeting the requirements of paragraph (3). 
 
"(2) Qualified replacement plan. -- For purposes of this subsection, the term 'qualified 
replacement plan' means a qualified plan established or maintained by the employer in 
connection with a qualified plan termination (hereinafter referred to as the 'replacement 
plan') with respect to which the following requirements are met: 
 
"(A) Participation requirement. -- Substantially all of the active participants in the 
terminated plan who remain as employees of the employer after the termination are active 
participants in the replacement plan. 
 
"(B) Asset transfer requirement. -- 
 



"(i) 30 percent cushion. -- A direct transfer from the terminated plan to the replacement 
plan is made before any employer reversion, and the transfer is in an amount equal to the 
excess (if any) of – 
 
"(I) 30 percent of the maximum amount which the employer could receive as an 
employer reversion without regard to this subsection, over 
 
"(II) the amount determined under clause (ii). 
 
"(ii) Reduction for increase in benefits. -- The amount determined under this clause is an 
amount equal to the present value of the aggregate increases in the nonforfeitable accrued 
benefits under the terminated plan of any participants (including nonactive participants) 
pursuant to a plan amendment which -- 
 
"(I) is adopted during the 60-day period ending on the date of termination of the qualified 
plan, and 
 
"(II) takes effect immediately on the termination date. 
 
"(iii) Treatment of amount transferred. -- In the case of the transfer of any amount under 
clause (i) – 
 
"(I) such amount shall not be includible in the gross income of the employer, 
 
"(II) no deduction shall be allowable with respect to such transfer, and 
 
"(III) such transfer shall not be treated as an employer reversion for purposes of this 
section. 
 
"(C) Allocation requirements. -- 
 
"(i) In general. -- In the case of any defined contribution plan, the portion of the amount 
transferred to the replacement plan under subparagraph (B)(i) is -- 
 
"(I) allocated under the plan to the accounts of participants in the plan year in which the 
transfer occurs, or 
 
"(II) credited to a suspense account and allocated from such account to accounts of 
participants no less rapidly than ratably over the 7-plan-year period beginning with the 
year of the transfer. 
 
"(ii) Coordination with section 415 limitation. -- If, by reason of any limitation under 
section 415, any amount credited to a suspense account under clause (i)(II) may not be 
allocated to a participant before the close of the 7-year period under such clause -- 
 
"(I) such amount shall be allocated to the accounts of other participants, and 



 
"(II) if any portion of such amount may not be allocated to other participants by reason of 
any such limitation, shall be allocated to the participant as provided in section 415. 
 
"(iii) Treatment of income. -- Any income on any amount credited to a suspense account 
under clause (i)(II) shall be allocated to accounts of participants no less rapidly than 
ratably over the remainder of the period determined under such clause (after application 
of clause (ii)). 
 
"(iv) Unallocated amounts at termination. -- If any amount credited to a suspense account 
under clause (i)(II) is not allocated as of the termination date of the plan -- 
 
"(I) such amount shall be allocated to the accounts of participants as of such date, except 
that any amount which may not be allocated by reason of any limitation under section 
415 shall be allocated to the accounts of other participants, and 
 
"(II) if any portion of such amount may not be allocated to other participants under 
subclause (I) by reason of such limitation, such portion shall be treated as an employer 
reversion to which this section applies. 
 
"(3) Pro rata benefit increases. -- 
 
"(A) In general. -- The requirements of this paragraph are met if a plan amendment to the 
terminated plan is adopted in connection with the termination of the plan which provides 
pro rata increases in the nonforfeitable accrued benefits of all participants (including 
nonactive participants) which -- 
 
"(i) have an aggregate present value not less than 25 percent of the maximum amount 
which the employer could receive as an employer reversion without regard to this 
subsection, and 
 
"(ii) take effect immediately on the termination date. 
 
"(B) Pro rata increase. -- For purposes of subparagraph (A), a pro rata increase is an 
increase in the present value of the nonforfeitable accrued benefit of each participant 
(including nonactive participants) in an amount which bears the same ratio to the 
aggregate amount determined under subparagraph (A)(i) as -- 
 
"(i) the present value of such participant's nonforfeitable accrued benefit (determined 
without regard to this subsection), bears to 
 
"(ii) the aggregate present value of nonforfeitable accrued benefits of the terminated plan 
(as so determined). 
 



Notwithstanding the preceding sentence, the aggregate increases in the nonforfeitable 
accrued benefits of nonactive participants shall not exceed 40 percent of the aggregate 
amount determined under subparagraph (A)(i) by substituting 'equal to' for 'not less than'. 
 
"(4) Coordination with other provisions. -- 
 
"(A) Limitations. -- A benefit may not be increased under paragraph (2)(B)(ii) or (3)(A), 
and an amount may not be allocated to a participant under paragraph (2)(C), if such 
increase or allocation would result in a failure to meet any requirement under section 
401(a)(4) or 415. 
 
"(B) Treatment as employer contributions. -- Any increase in benefits under paragraph 
(2)(B)(ii) or (3)(A), or any allocation of any amount (or income allocable thereto) to any 
account under paragraph (2)(C), shall be treated as an annual benefit or annual addition 
for purposes of section 415. 
 
"(C) 10-year participation requirement. -- Except as provided by the Secretary, section 
415(b)(5)(D) shall not apply to any increase in benefits by reason of this subsection to the 
extent that the application of this subparagraph does not discriminate in favor of highly 
compensated employees (as defined in section 414(q)). 
 
"(5) Definitions and special rules. -- For purposes of this subsection -- 
 
"(A) Nonactive participant. -- The term 'nonactive participant' means an individual who -- 
 
"(i) is a participant in pay status as of the termination date, 
 
"(ii) is a beneficiary who has a nonforfeitable right to an accrued benefit under the 
terminated plan as of the termination date, or 
 
"(iii) is a participant not described in clause (i) or (ii) -- 
 
"(I) who has a nonforfeitable right to an accrued benefit under the terminated plan as of 
the termination date, and 
 
"(II) whose service, which was creditable under the terminated plan, terminated during 
the period beginning 3 years before the termination date and ending with the date on 
which the final distribution of assets occurs. 
 
"(B) Present value. -- Present value shall be determined as of the termination date 
[*H10278] and on the same basis as liabilities of the plan are determined on termination. 
 
"(C) Reallocation of increase. -- Except as provided in paragraph (2)(C), if any benefit 
increase is reduced by reason of the last sentence of paragraph (3)(A)(ii) or paragraph (4), 
the amount of such reduction shall be allocated to the remaining participants on the same 



basis as other increases (and shall be treated as meeting any allocation requirement of this 
subsection). 
 
"(D) Aggregation of plans. -- The Secretary may provide that 2 or more plans may be 
treated as 1 plan for purposes of determining whether there is a qualified replacement 
plan under paragraph (2). 
 
"(6) Subsection not to apply to employer in bankruptcy. -- This subsection shall not apply 
to an employer who, as of the termination date of the qualified plan, is in bankruptcy 
liquidation under chapter 7 of title 11 of the United States Code or in similar proceedings 
under State law." 
 
(b) Amendments to Employee Retirement Income Security Act. -- 
 
(1) Fiduciary responsibility. -- Section 404 of the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1104) is amended by adding at the end thereof the following new 
subsection: 
 
"(d)(1) If, in connection with the termination of a single-employer plan, an employer 
elects to establish or maintain a qualified replacement plan, or to increase benefits, as 
provided under section 4980(d) of the Internal Revenue Code of 1986, a fiduciary shall 
discharge the fiduciary's duties under this title and title IV in accordance with the 
following requirements: 
 
"(A) In the case of a fiduciary of the terminated plan, any requirement -- 
 
"(i) under section 4980(d)(2)(B) of such Code with respect to the transfer of assets from 
the terminated plan to a qualified replacement plan, and 
 
"(ii) under section 4980(d)(2)(B)(ii) or 4980(d)(3) of such Code with respect to any 
increase in benefits under the terminated plan. 
 
"(B) In the case of a fiduciary of a qualified replacement plan, any requirement -- 
 
"(i) under section 4980(d)(2)(A) of such Code with respect to participation in the 
qualified replacement plan of active participants in the terminated plan, 
 
"(ii) under section 4980(d)(2)(B) of such Code with respect to the receipt of assets from 
the terminated plan, and 
 
"(iii) under section 4980(d)(2)(C) of such Code with respect to the allocation of assets to 
participants of the qualified replacement plan. 
 
"(2) For purposes of this subsection -- 
 
"(A) any term used in this subsection which is also used in section 4980(d) of the Internal 



Revenue Code of 1986 shall have the same meaning as when used in such section, and 
 
"(B) any reference in this subsection to the Internal Revenue Code of 1986 shall be a 
reference to such Code as in effect on January 1, 1991." 
 
(2) Conforming amendments. -- 
 
(A) Section 404(a)(1)(D) of such Act (29 U.S.C. 1104(a)(1)(D)) is amended by striking 
"or title IV" and inserting "and title IV". 
 
(B) Section 4044(d)(1) of such Act (29 U.S.C. 1344(d)(1)) is amended by inserting ", 
section 404(d) of this Act, and section 4980(d) of the Internal Revenue Code of 1986 (as 
in effect on January 1, 1991)" after "paragraph (3)". 
 
SEC. 13323. EFFECTIVE DATE. 
 
(a) In General. -- Except as provided in subsection (b), the amendments made by this 
subpart shall apply to reversions occurring after September 30, 1990. 
 
(b) Exception. -- The amendments made by this subpart shall not apply to any reversion 
after September 30, 1990, if -- 
 
(1) in the case of plans subject to title IV of the Employee Retirement Income Security 
Act of 1974, a notice of intent to terminate under such title was provided to participants 
(or if no participants, to the Pension Benefit Guaranty Corporation) before October 1, 
1990, or 
 
(2) in the case of plans subject to title I (and not to title IV) of such Act, a notice of intent 
to reduce future accruals under section 204(h) of such Act was provided to participants in 
connection with the termination before October 1, 1990. 
 
Subpart B -- Transfers to Retiree Health Accounts 
 
SEC. 13325. TRANSFER OF EXCESS PENSION ASSETS TO RETIREE HEALTH 
ACCOUNTS. 
 
(a) In General. -- Part I of subchapter D of chapter 1 (relating to pension, profit-sharing, 
and stock bonus plans) is amended by adding at the end thereof the following new 
subpart: 
 
"Subpart E -- Treatment of Transfers to Retiree Health Accounts 
 
"Sec. 420. Transfers of excess pension assets to retiree health accounts. 
 
"SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS TO RETIREE HEALTH 
ACCOUNTS. 



 
"(a) General Rule. -- If there is a qualified transfer of any excess pension assets of a 
defined benefit plan (other than a multiemployer plan) to a health benefits account which 
is part of such plan – 
 
"(1) a trust which is part of such plan shall not be treated as failing to meet the 
requirements of subsection (a) or (h) of section 401 solely by reason of such transfer (or 
any other action authorized under this section), 
 
"(2) no amount shall be includible in the gross income of the employer maintaining the 
plan solely by reason of such transfer, 
 
"(3) such transfer shall not be treated -- 
 
"(A) as an employer reversion for purposes of section 4980, or 
 
"(B) as a prohibited transaction for purposes of section 4975, and 
 
"(4) the limitations of subsection (d) shall apply to such employer. 
 
"(b) Qualified Transfer. -- For purposes of this section -- 
 
"(1) In general. -- The term 'qualified transfer' means a transfer -- 
 
"(A) of excess pension assets of a defined benefit plan to a health benefits account which 
is part of such plan in a taxable year beginning after December 31, 1990, 
 
"(B) which does not contravene any other provision of law, and 
 
"(C) with respect to which the plan meets -- 
 
"(i) the use requirements of subsection (c)(1), 
 
"(ii) the vesting requirements of subsection (c)(2), and 
 
"(iii) the minimum benefit requirements of subsection (c)(3). 
 
"(2) Only 1 transfer per year. -- 
 
"(A) In general. -- No more than 1 transfer with respect to any plan during a taxable year 
may be treated as a qualified transfer for purposes of this section. 
 
"(B) Exception. -- A transfer described in paragraph (4) shall not be taken into account 
for purposes of subparagraph (A). 
 



"(3) Limitation on amount transferred. -- The amount of excess pension assets which may 
be transferred in a qualified transfer shall not exceed the amount which is reasonably 
estimated to be the amount the employer maintaining the plan will pay (whether directly 
or through reimbursement) out of such account during the taxable year of the transfer for 
qualified current retiree health liabilities. 
 
"(4) Special rule for 1990. -- 
 
"(A) In general. -- Subject to the provisions of subsection (c), a transfer shall be treated as 
a qualified transfer if such transfer -- 
 
"(i) is made after the close of the taxable year preceding the employer's first taxable year 
beginning after December 31, 1990, and before the earlier of -- 
 
"(I) the due date (including extensions) for the filing of the return of tax for such 
preceding taxable year, or 
 
"(II) the date such return is filed, and 
 
"(ii) does not exceed the expenditures of the employer for qualified current retiree health 
liabilities for such preceding taxable year. 
 
"(B) Reduction in deduction. -- The amount of the deductions otherwise allowable under 
this chapter to an employer for the taxable year preceding the employer's first taxable 
year beginning after December 31, 1990, shall be reduced by the amount of any qualified 
transfer to which this paragraph applies. 
 
"(C) Coordination with reduction rule. -- Subsection (e)(1)(B) shall not apply to a transfer 
described in subparagraph (A). 
 
"(5) Expiration. -- No transfer in any taxable year beginning after December 31, 1995, 
shall be treated as a qualified transfer. 
 
"(c) Requirements of Plans Transferring Assets. -- 
 
"(1) Use of transferred assets. -- 
 
"(A) In general. -- Any assets transferred to a health benefits account in a qualified 
transfer (and any income allocable thereto) shall be used only to pay qualified current 
retiree health liabilities (other than liabilities of key employees not taken into account 
under subsection (e)(1)(D)) for the taxable year of the transfer (whether directly or 
through reimbursement). 
 
"(B) Amounts not used to pay for health benefits. -- 
 



"(i) In general. -- Any assets transferred to a health benefits account in a qualified transfer 
(and any income allocable thereto) which are not used as provided in subparagraph (A) 
shall be transferred out of the account to the transferor plan. 
 
"(ii) Tax treatment of amounts. -- Any amount transferred out of an account under clause 
(i) -- 
 
"(I) shall not be includible in the gross income of the employer for such taxable year, but 
 
"(II) shall be treated as an employer reversion for purposes of section 4980 (without 
regard to subsection (d) thereof). 
 
"(C) Ordering rule. -- For purposes of this section, any amount paid out of a health 
benefits account shall be treated as paid first out of the assets and income described in 
subparagraph (A). 
 
"(2) Requirements relating to pension benefits accruing before transfer. -- 
 
"(A) In general. -- The requirements of this paragraph are met if the plan provides that the 
accrued pension benefits of any participant or beneficiary under the plan become 
nonforfeitable in the same manner which would be required if the plan had terminated 
immediately before the qualified transfer (or in the case of a participant who separated 
during the 1-year period ending on the date of the transfer, immediately before such 
separation). 
 
"(B) Special rule for 1990. -- In the case of a qualified transfer described in subsection 
(b)(4), the requirements of this paragraph are met with respect to any participant who 
separated from service during the taxable year to which such transfer relates by 
recomputing such participant's benefits as if subparagraph (A) had applied immediately 
before such separation. 
 
"(3) Minimum cost requirements. -- 
 
"(A) In general. -- The requirements of this paragraph are met if each group health plan 
or arrangement under which applicable health benefits are provided provides that the 
applicable employer cost for each taxable year during the benefit maintenance period 
shall not be less than the higher of the applicable employer costs for each of the 2 taxable 
years immediately preceding the taxable year of the qualified transfer. 
 
"(B) Applicable employer cost. -- For purposes of this paragraph, the term 'applicable 
employer cost' means, with respect to any taxable year, the amount determined by 
dividing – 
 
"(i) the qualified current retiree health liabilities of the employer for such taxable year 
determined -- 
"(I) without regard to any reduction under subsection (e)(1)(B), and 



 
"(II) in the case of a taxable year in which there was no qualified transfer, in the same 
manner as if there had been such a transfer at the end of the taxable year, by 
 
"(ii) the number of individuals to whom coverage for applicable health benefits was 
provided during such taxable year. 
 
"(C) Election to compute cost separately. -- An employer may elect to have this 
paragraph applied separately with respect to individuals eligible for benefits under title 
XVIII of the Social Security Act at any time during the taxable year and with respect to 
individuals not so eligible.  
 
"(D) Benefit maintenance period. -- For purposes of this paragraph, the term 'benefit 
maintenance period' means the 5 taxable year period beginning with the taxable year in 
which the qualified transfer occurs. If a taxable year is in 2 or more overlapping benefit 
maintenance periods, this paragraph shall be applied by taking into account the highest 
applicable employer cost required to be provided under subparagraph (A) for such 
taxable year. 
 
"(d) Limitations on Employer. -- For purposes of this title -- 
 
"(1) Deduction limitations. -- No deduction shall be allowed -- 
 
"(A) for the transfer of any amount to a health benefits account in a qualified transfer (or 
any retransfer to the plan under subsection (c)(1)(B)), 
 
"(B) for qualified current retiree health liabilities paid out of the assets (and income) 
described in subsection (c)(1), or 
 
"(C) for any amounts to which subparagraph (B) does not apply and which are paid for 
qualified current retiree health liabilities for the taxable year to the extent such amounts 
are not greater than the excess (if any) of -- 
 
"(i) the amount determined under subparagraph (A) (and income allocable thereto), over 
 
"(ii) the amount determined under subparagraph (B). 
 
"(2) No contributions allowed. -- An employer may not contribute after December 31, 
1990, any amount to a health benefits account or welfare benefit fund (as defined in 
section 419(e)(1)) with respect to qualified current retiree health liabilities for which 
transferred assets are required to be used under subsection (c)(1). 
 
"(e) Definition and Special Rules. -- For purposes of this section -- 
 
"(1) Qualified current retiree health liabilities. -- For purposes of this section -- 
 



"(A) In general. -- The term 'qualified current retiree health liabilities' means, with 
respect to any taxable year, the aggregate amounts (including administrative expenses) 
which would have been allowable as a deduction to the employer for such taxable year 
with respect to applicable health benefits provided during such taxable year if -- 
 
"(i) such benefits were provided directly by the employer, and 
 
"(ii) the employer used the cash receipts and disbursements method of accounting. 
 
For purposes of the preceding sentence, the rule of section 419(c)(3)(B) shall apply. 
 
"(B) Reductions for amounts previously set aside. -- The amount determined under 
subparagraph (A) shall be reduced by any amount previously contributed to a health 
benefits account or welfare benefit fund (as defined in section 419(e)(1)) to pay for the 
qualified current retiree health liabilities. The portion of any reserves remaining as of the 
close of December 31, 1990, shall be allocated on a pro rata basis to qualified current 
retiree health liabilities. 
 
"(C) Applicable health benefits. -- The term 'applicable health benefits' mean health 
benefits or coverage which are provided to -- 
 
"(i) retired employees who, immediately before the qualified transfer, are entitled to 
receive such benefits upon retirement and who are entitled to pension benefits under the 
plan, and 
 
"(ii) their spouses and dependents. 
 
"(D) Key employees excluded. -- If an employee is a key employee (within the meaning 
of section 416(i)(1)) with respect to any plan year ending in a taxable year, such 
employee shall not be taken into account in computing qualified current retiree health 
liabilities for such taxable year or in calculating applicable employer cost under 
subsection (c)(3)(B). 
 
"(2) Excess pension assets. -- The term 'excess pension assets' means the excess (if any) 
of -- 
 
"(A) the amount determined under section 412(c)(7)(A)(ii), over 
 
"(B) the greater of -- 
 
"(i) the amount determined under section 412(c)(7)(A)(i), or 
 
"(ii) 125 percent of current liability (as defined in section 412(c)(7)(B)). 
 
The determination under this paragraph shall be made as of the most recent valuation date 
of the plan preceding the qualified transfer. 



 
"(3) Health benefits account. -- The term "health benefits account" means an account 
established and maintained under section 401(h). 
 
"(4) Coordination with section 412. -- In the case of a qualified transfer to a health 
benefits account – 
 
"(A) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of section 412(c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(B) the plan shall be treated as having a net experience loss under section 
412(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in 
an amount equal to the amount of such transfer (reduced by any amounts transferred back 
to the pension plan under subsection (c)(1)(B)), except that such section shall be applied 
to such amount by substituting '10 plan years' for '5 plan years'." 
 
(b) Conforming Amendment. -- Section 401(h) is amended by inserting ", and subject to 
the provisions of section 420" after "Secretary". 
 
(c) Effective Date. -- The amendments made by this section shall apply to transfers in 
taxable years beginning after December 31, 1990. 
 
SEC. 13326. APPLICATION OF ERISA TO TRANSFERS OF EXCESS PENSION 
ASSETS TO RETIREE HEALTH ACCOUNTS. 
 
(a) Exclusive Benefit Requirement. -- Section 403(c)(1) of the Employee Retirement 
Income Security Act of 1974 (29 U.S.C. 1103(c)(1)) is amended by inserting ", or under 
section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)" after 
"insured plans)". 
 
(b) Fiduciary Duties. -- Section 404(a)(1) of such Act (29 U.S.C. 1104(a)(1)) is amended 
by inserting "and subject to section 420 of the Internal Revenue Code of 1986 (as in 
effect on January 1, 1991)," after "4044,". 
 
(c) Exemptions From Prohibited Transactions. -- Section 408(b) of such Act (29 U.S.C. 
1108(b)) is amended by adding at the end thereof the following new paragraph: 
 
"(13) Any transfer in a taxable year beginning before January 1, 1996, of excess pension 
assets from a defined benefit plan to a retiree health account in a qualified transfer 
permitted under section 420 of the Internal Revenue Code of 1986 (as in effect on 
January 1, 1991)." 
 
(d) Funding Limitations. -- Section 302 of such Act (29 U.S.C. 1082) is amended by 
redesignating subsection (g) as subsection (h) and by adding at the end thereof the 
following new subsection: 



"(g) Qualified Transfers to Health Benefit Accounts. -- For purposes of this section, in 
the case of a qualified transfer (as defined in section 420 of the Internal Revenue Code of 
1986) -- 
 
"(1) any assets transferred in a plan year after the valuation date for such year (and any 
income allocable thereto) shall, for purposes of subsection (c)(7), be treated as assets in 
the plan as of the valuation date for the following year, and 
 
"(2) the plan shall be treated as having a net experience loss under subsection 
(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in an 
amount equal to the amount of such transfer (reduced by any amounts transferred back to 
the plan under section 420(c)(1)(B) of such Code), except that such subsection shall be 
applied to such amount by substituting '10 plan years' for '5 plan years'." 
 
(e) Notice Requirements. – 
 
(1) In general. -- Section 101 of such Act (29 U.S.C. 1021) is amended by redesignating 
subsection (e) as subsection (f) and by inserting after subsection (d) the following new 
subsection: 
 
"(e) Notice of Transfer of Excess Pension Assets to Health Benefits Accounts. -- 
 
"(1) Notice to participants. -- Not later than 60 days before the date of a qualified transfer 
by an employee pension benefit plan of excess pension assets to a health benefits 
account, the administrator of the plan shall notify (in such manner as the Secretary may 
prescribe) each participant and beneficiary under the plan of such transfer. Such notice 
shall include information with respect to the amount of excess pension assets, the portion 
to be transferred, the amount of health benefits liabilities to be funded with the assets 
transferred, and the amount of pension benefits of the participant which will be vested 
immediately after the transfer. 
 
"(2) Notice to secretaries, administrator, and employee organizations. -- 
 
"(A) In general. -- Not later than 60 days before the date of any qualified transfer by an 
employee pension benefit plan of excess pension assets to a health benefits account, the 
employer maintaining the plan from which the transfer is made shall provide the 
Secretary, the Secretary of the Treasury, the administrator, and each employee 
organization representing participants in the plan a written notice of such transfer. A copy 
of any such notice shall be available for inspection in the principal office of the 
administrator. 
 
"(B) Information relating to transfer. -- Such notice shall identify the plan from which the 
transfer is made, the amount of the transfer, a detailed accounting of assets projected to 
be held by the plan immediately before and immediately after the transfer, and the current 
liabilities under the plan at the time of the transfer. 
 



"(C) Authority for additional reporting requirements. -- The Secretary may prescribe such 
additional reporting requirements as may be necessary to carry out the purposes of this 
section. 
 
"(3) Definitions. -- For purposes of paragraph (1), any term used in such paragraph which 
is also used in section 420 of the Internal Revenue Code of 1986 (as in effect on January 
1, 1991) shall have the same meaning as when used in such section." 
 
(2) Penalties. -- 
 
(A) Section 502(c)(1) of such Act (29 U.S.C. 1132(c)(1)) is amended by inserting "or 
section 101(e)(1)" after "section 606". 
 
(B) Section 502(c)(3) of such Act (29 U.S.C. 1132(c)(3)) is amended -- 
 
(i) by inserting "or who fails to meet the requirements of section 101(e)(2) with respect to 
any person" after "beneficiary" the first place it appears, and 
 
(ii) by inserting "or to such person" after "beneficiary" the second place it appears. 
 
(f) Effective Date. -- The amendments made by this section shall apply to qualified 
transfers under section 420 of the Internal Revenue Code of 1986 made after the date of 
the enactment of this Act. 
 
PART IV -- CORPORATE PROVISIONS 
 
SEC. 13331. RECOGNITION OF GAIN BY DISTRIBUTING CORPORATION IN 
CERTAIN SECTION 355 TRANSACTIONS. 
 
(a) General Rule. -- Section 355 (relating to distribution of stock and securities of a 
controlled corporation) is amended by striking subsection (c) and inserting the following 
new subsections: 
 
"(c) Taxability of Corporation on Distribution. -- 
 
"(1) In general. -- Except as provided in paragraph (2), no gain or loss shall be recognized 
to a corporation on any distribution to which this section (or so much of section 356 as 
relates to this section) applies and which is not in pursuance of a plan of reorganization. 
 
"(2) Distribution of appreciated property. -- 
 
"(A) In general. -- If -- 
 
"(i) in a distribution referred to in paragraph (1), the corporation distributes property 
other than qualified property, and 
 



"(ii) the fair market value of such property exceeds its adjusted basis (in the hands of the 
distributing corporation),  
 
then gain shall be recognized to the distributing corporation as if such property were sold 
to the distributee at its fair market value. 
 
"(B) Qualified property. -- For purposes of subparagraph (A), the term 'qualified property' 
means any stock or securities in the controlled corporation. 
 
"(C) Treatment of liabilities. -- If any property distributed in the distribution referred to in 
paragraph (1) is subject to a liability or the shareholder assumes a liability of the 
distributing corporation in connection with the distribution, then, for purposes of 
subparagraph (A), the fair market value of such property shall be treated as not less than 
the amount of such liability. 
 
"(3) Coordination with sections 311 and 336(a). -- Sections 311 and 336(a) shall not 
apply to any distribution referred to in paragraph (1). 
 
"(d) Recognition of Gain on Certain Distributions of Stock or Securities in Controlled 
Corporation. – 
 
"(1) In general. -- In the case of a disqualified distribution, any stock or securities in the 
controlled corporation shall not be treated as qualified property for purposes of 
subsection (c)(2) of this section or section 361(c)(2). 
 
"(2) Disqualified distribution. -- For purposes of this subsection, the term 'disqualified 
distribution' means any distribution to which this section (or so much of section 356 as 
relates to this section) applies if, immediately after the distribution -- 
 
"(A) any person holds disqualified stock in the distributing corporation which constitutes 
a 50- percent or greater interest in such corporation, or 
 
"(B) any person holds disqualified stock in the controlled corporation (or, if stock of 
more than 1 controlled corporation is distributed, in any controlled corporation) which 
constitutes a 50- percent or greater interest in such corporation. 
 
"(3) Disqualified stock. -- For purposes of this subsection, the term 'disqualified stock' 
means -- 
 
"(A) any stock in the distributing corporation acquired by purchase after October 9, 1990, 
and during the 5-year period ending on the date of the distribution, and 
 
"(B) any stock in any controlled corporation -- 
 
"(i) acquired by purchase after October 9, 1990, and during the 5-year period ending on 
the date of the distribution, or 



 
"(ii) received in the distribution to the extent attributable to distributions on stock 
described in subparagraph (A). 
 
"(4) 50-percent or greater interest. -- For purposes of this subsection, the term '50-percent 
or greater interest' means stock possessing at least 50 percent of the total combined 
voting power of all classes of stock entitled to vote or at least 50 percent of the total value 
of shares of all classes of stock. 
 
"(5) Aggregation rules. -- 
 
"(A) In general. -- For purposes of this subsection, a person and all persons related to 
such person (within the meaning of 267(b) or 707(b)(1)) shall be treated as one person. 
For purposes of the preceding sentence, sections 267(b) and 707(b)(1) shall be applied by 
substituting '10 percent' for '50 percent' each place it appears. 
 
"(B) Persons acting pursuant to plans or arrangements. -- If two or more persons act 
pursuant to a plan or arrangement with respect to acquisitions of stock in the distributing 
corporation or controlled corporation, such persons shall be treated as one person for 
purposes of this subsection. 
 
"(6) Purchase. -- For purposes of this subsection -- 
 
"(A) In general. -- Except as otherwise provided in this paragraph, the term 'purchase' 
means any acquisition but only if -- 
 
"(i) the basis of the property acquired in the hands of the acquirer is not determined (I) in 
whole or in part by reference to the adjusted basis of such property in the hands of the 
person from whom acquired, or (II) under section 1014(a), 
 
"(ii) except as provided in regulations, the property is not acquired in an exchange to 
which section 351, 354, 355, or 356 applies, and 
 
"(iii) the property is not acquired in any other transaction described in regulations. 
 
"(B) Certain 351 exchanges treated as purchases. -- The term 'purchase' includes any 
acquisition of stock in an exchange to which section 351 applies to the extent such stock 
is acquired in exchange for – 
 
"(i) any cash or cash item, 
 
"(ii) any marketable security, or 
 
"(iii) any debt of the transferor. 
 
"(C) Carryover basis transactions. -- If -- 



 
"(i) any person acquires stock from another person who acquired such stock by purchase 
(as determined under this paragraph with regard to this subparagraph), and 
 
"(ii) the adjusted basis of such stock in the hands of such acquirer is determined in whole 
or in part by reference to the adjusted basis of such stock in the hands of such other 
person, such acquirer shall be treated as having acquired such stock by purchase on the 
date it was so acquired by such other person. 
 
"(7) Special rule where substantial diminution of risk. -- 
 
"(A) In general. -- If this paragraph applies to any stock for any period, the running of the 
5- year period set forth in subparagraph (A) or (B)(i) of paragraph (3) (whichever applies) 
shall be suspended during such period. 
 
"(B) Stock to which suspension applies. -- This paragraph applies to any stock for any 
period during which the holder's risk of loss with respect to such stock is (directly or 
indirectly) substantially diminished by -- 
 
"(i) an option, 
 
"(ii) a short sale, 
 
"(iii) any special class of stock, 
 
"(iv) any device limiting risk from any portion of the activities of the corporation, or 
 
"(v) any other device or transaction. 
 
"(8) Attribution from entities. -- 
 
"(A) In general. -- Paragraph (2) of section 318(a) shall apply in determining whether a 
person holds stock in any corporation (determined by substituting '10 percent' for '50 
percent' in subparagraph (C) of such paragraph (2)). 
 
"(B) Deemed purchase rule. -- If -- 
 
"(i) any person acquires by purchase an interest in any entity, and 
 
"(ii) such person is treated under subparagraph (A) as holding any stock by reason of 
holding such interest, such stock shall be treated as acquired by purchase by such person 
on the date of the purchase of the interest in such entity. 
 
"(9) Regulations. -- The Secretary shall prescribe such regulations as may be necessary to 
carry out the purposes of this subsection, including regulations to prevent the avoidance 



of the purposes of this subsection through the use of related persons, pass-thru entities, 
options, or other arrangements." 
 
(b) Technical Amendments. -- Subsection (c) of section 361 is amended by adding at the 
end thereof the following new paragraph: 
 
"(5) Cross Reference. -- 
 
"For provision providing for 
recognition of gain in certain 
distributions, see section 
355(d)". 
 
(c) Effective Date. -- 
 
(1) In general. -- The amendments made by this section shall apply to distributions after 
October 9, 1990. 
 
(2) Transitional rules. -- For purposes of subparagraphs (A) and (B)(i) of section 
355(d)(3) of the Internal Revenue Code of 1986 (as amended by subsection (a)), an 
acquisition shall be treated as occurring on or before October 9, 1990 if -- 
 
(A) such acquisition is pursuant to a written binding contract in effect on October 9, 
1990, and at all times thereafter before such acquisition, 
 
(B) such acquisition is pursuant to a tender or exchange offer filed with the Securities and 
Exchange Commission on or before October 9, 1990, or 
 
(C) such acquisition is pursuant to an offer -- 
 
(i) the material terms of which were described in a written public announcement on or 
before October 9, 1990, 
 
(ii) which was the subject of a prior filing with the Securities and Exchange Commission, 
and 
 
(iii) which is subsequently filed with the Securities and Exchange Commission before 
January 1, 1991. 
 
SEC. 13332. MODIFICATIONS TO REGULATIONS ISSUED UNDER SECTION 
305(c). 
 
(a) General Rule. -- Subsection (c) of section 305 (relating to certain transactions treated 
as distributions) is amended by adding at the end thereof the following new sentence: 
"Regulations prescribed under the preceding sentence shall provide that -- 
 



"(1) where the issuer of stock is required to redeem the stock at a specified time or the 
holder of stock has the option to require the issuer to redeem the stock, a redemption 
premium resulting from such requirement or option shall be treated as reasonable only if 
the amount of such premium does not exceed the amount determined under the principles 
of section 1273(a)(3), 
 
"(2) a redemption premium shall not fail to be treated as a distribution (or series of 
distributions) merely because the stock is callable, and 
 
"(3) in any case in which a redemption premium is treated as a distribution (or series of 
distributions), such premium shall be taken into account under principles similar to the 
principles of section 1272(a)." 
 
(b) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendment made by subsection 
(a) shall apply to stock issued after October 9, 1990. 
 
(2) Exception. -- The amendment made by subsection (a) shall not apply to any stock 
issued after October 9, 1990, if -- 
 
(A) such stock is issued pursuant to a written binding contract in effect on October 9, 
1990, and at all times thereafter before such issuance, or 
 
(B) such stock is issued pursuant to a registration or offering statement filed on or before 
October 9, 1990, with a Federal or State agency regulating the offering or sale of 
securities and such stock is issued before the date 90 days after the date of such filing. 
 
SEC. 13333. MODIFICATIONS TO SECTION 1060. 
 
(a) Effect of Allocation Agreements. -- Subsection (a) of section 1060 (relating to special 
allocation rules for certain asset allocations) is amended by adding at the end thereof the 
following new sentence: "If in connection with an applicable asset acquisition, the 
transferee and transferor agree in writing as to the allocation of any consideration, or as to 
the fair market value of any of the assets, such agreement shall be binding on both the 
transferee and transferor unless the Secretary determines that such allocation (or fair 
market value) is not appropriate." 
 
(b) Information Required in Case of Certain Transfers of Interest in Entities. -- 
 
(1) In general. -- Section 1060 is amended by redesignating subsection (e) as subsection 
(f) and by inserting after subsection (d) the following new subsection: 
 
"(e) Information Required in Case of Certain Transfers of Interests in Entities. -- 
 
"(1) In general. -- If -- 



 
"(A) a person who is a 10-percent owner with respect to any entity transfers an interest in 
such entity, and 
 
"(B) in connection with such transfer, such owner (or a related person) enters into an 
employment contract, covenant not to compete, royalty or lease agreement, or other 
agreement with the transferee, such owner and the transferee shall, at such time and in 
such manner as the Secretary may prescribe, furnish such information as the Secretary 
may require. 
 
"(2) 10-percent owner. -- For purposes of this subsection -- 
 
"(A) In general. -- The term '10-percent owner' means, with respect to any entity, any 
person who holds 10 percent or more (by value) of the interests in such entity 
immediately before the transfer. 
 
"(B) Constructive ownership. -- Section 318 shall apply in determining ownership of 
stock in a corporation. Similar principles shall apply in determining the ownership of 
interests in any other entity. 
 
"(3) Related person. -- For purposes of this subsection, the term 'related person' means 
any person who is related (within the meaning of section 267(b) or 707(b)(1)) to the 10-
percent owner." 
 
(2) Technical amendment. -- Clause (x) of section 6724(d)(1)(B) is amended by striking 
"section 1060(b)", and inserting "subsection (b) or (e) of section 1060". 
 
(c) Information Required in Section 338(h)(10) Transactions. -- Paragraph (10) of section 
338 is amended by adding at the end thereof the following new subparagraph: 
 
"(C) Information required to be furnished to the secretary. -- Under regulations, where an 
election is made under subparagraph (A), the purchasing corporation and the common 
parent of the selling consolidated group shall, at such times and in such manner as may 
be provided in regulations, furnish to the Secretary the following information: 
 
"(i) The amount allocated under subsection (b)(5) to goodwill or going concern value. 
 
"(ii) Any modification of the amount described in clause (i). 
 
"(ii) Any other information as the Secretary deems necessary to carry out the provisions 
of this paragraph." 
 
(d) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by this 
section shall apply to acquisitions after October 9, 1990. 



(2) Binding contract exception. -- The amendments made by this section shall not apply 
to any acquisition pursuant to a written binding contract in effect on October 9, 1990, and 
at all times thereafter before such acquisition. 
 
SEC. 13334. MODIFICATION TO CORPORATION EQUITY REDUCTION 
LIMITATIONS ON NET OPERATING LOSS CARRYBACKS. 
 
(a) Repeal of Exception for Acquisitions of Subsidiaries. -- Clause (ii) of section 
172(m)(3)(B) (relating to exceptions) is amended to read as follows: 
 
"(ii) Exception. -- The term 'major stock acquisition' does not include a qualified stock 
purchase (within the meaning of section 338) to which an election under section 338 
applies." 
 
(b) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendment made by subsection 
(a) shall apply to acquisitions after October 9, 1990. 
 
(2) Binding contract exception. -- The amendment made by subsection (a) shall not apply 
to any acquisition pursuant to a written binding contract in effect on October 9, 1990, and 
at all times thereafter before such acquisition. 
 
SEC. 13335. ISSUANCE OF DEBT OR STOCK IN SATISFACTION OF 
INDEBTEDNESS. 
 
(a) Issuance of Debt Instrument. -- 
 
(1) Subsection (e) of section 108 (relating to general rules for discharge of indebtedness) 
is amended by adding at the end thereof the following new paragraph: 
 
"(11) Indebtedness satisfied by issuance of debt instrument. -- 
 
(A) In general. -- For purposes of determining income of a debtor from discharge of 
indebtedness, if a debtor issues a debt instrument in satisfaction of indebtedness, such 
debtor shall be treated as having satisfied the indebtedness with an amount of money 
equal to the issue price of such debt instrument. 
 
(B) Issue price. -- For purposes of subparagraph (A), the issue price of any debt 
instrument shall be determined under sections 1273 and 1274. For purposes of the 
preceding sentence, section 1273(b)(4) shall be applied by reducing the stated redemption 
price of any instrument by the portion of such stated redemption price which is treated as 
interest for purposes of this chapter." 
 
(2) Subsection (a) of section 1275 is amended by striking paragraph (4) and redesignating 
paragraph (5) as paragraph (4). 



 
(b) Limitation on Stock for Debt Exception. -- 
 
(1) In general. -- Subparagraph (B) of section 108(e)(10) is amended to read as follows: 
 
"(B) Exception for certain stock in title 11 cases and insolvent debtors. -- 
 
"(i) In general. -- Subparagraph (A) shall not apply to any transfer of stock of the debtor 
(other than disqualified stock) -- 
 
"(I) by a debtor in a title 11 case, or 
 
"(II) by any other debtor but only to the extent such debtor is insolvent. 
 
"(ii) Disqualified stock. -- For purposes of clause (i), the term 'disqualified stock' means 
any stock with a stated redemption price if -- 
 
"(I) such stock has a fixed redemption date, 
 
"(II) the issuer of such stock has the right to redeem such stock at one or more times, or 
 
"(III) the holder of such stock has the right to require its redemption at one or more 
times." 
 
(2) Conforming amendment. -- Paragraph (8) of section 108(e) is amended by adding at 
the end thereof the following new sentence: 
 
"Any stock which is disqualified stock (as defined in paragraph (10)(B)(ii)) shall not be 
treated as stock for purposes of this paragraph." 
 
(c) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by this 
section shall apply to debt instruments issued, and stock transferred, after October 9, 
1990, in satisfaction of any indebtedness. 
 
(2) Exceptions. -- The amendments made by this section shall not apply to any debt 
instrument issued, or stock transferred, in satisfaction of any indebtedness if such 
issuance or transfer (as the case may be) – 
 
(A) is in a title 11 or similar case (as defined in section 368(a)(3)(A) of the Internal 
Revenue Code of 1986) which was filed on or before October 9, 1990, 
 
(B) is pursuant to a written binding contract in effect on October 9, 1990, and at all times 
thereafter before such issuance or transfer, 



(C) is pursuant to a tender or exchange offer filed with the Securities and Exchange 
Commission on or before October 9, 1990, or 
 
(D) such acquisition is pursuant to an offer -- 
 
(i) the material terms of which were described in a written public announcement on or 
before October 9, 1990, 
 
(ii) which was the subject of a prior filing with the Securities and Exchange Commission, 
and 
 
(iii) which is subsequently filed with the Securities and Exchange Commission before 
January 1, 1991. 
 
PART V -- EMPLOYMENT TAX PROVISIONS 
 
SEC. 13341. COVERAGE OF CERTAIN STATE AND LOCAL EMPLOYEES 
UNDER SOCIAL SECURITY. 
 
(a) Employment under OASDI. -- Paragraph (7) of section 210(a) of the Social Security 
Act (42 U.S.C. 410(a)(7)) is amended -- 
 
(1) by striking "or" at the end of subparagraph (D); 
 
(2) by striking the semicolon at the end of subparagraph (E) and inserting ", or"; and 
 
(3) by adding at the end the following new subparagraph: 
 
"(F) service in the employ of a State (other than the District of Columbia, Guam, or 
American Samoa), of any political subdivision thereof, or of any 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 -- 
 
"(i) by an individual who is employed to relieve such individual from unemployment; 
 
"(ii) in a hospital, home, or other institution by a patient or inmate thereof; 
 
"(iii) by any individual as an employee serving on a temporary basis in case of fire, 
storm, snow, earthquake, flood, or other similar emergency; 
 
"(iv) by an election official or election worker if the remuneration paid in a calendar year 
for such service is less than $100; or 
 



"(v) by an employee in a position compensated solely on a fee basis which is treated 
pursuant to section 211(c)(2)(E) as a trade or business for purposes of inclusion of such 
fees in net earnings from self-employment.". 
 
(b) Employment under FICA. -- Paragraph (7) of section 3121(b) of the Internal Revenue 
Code of 1986 is amended -- 
 
(1) by striking "or" at the end of subparagraph (D); 
 
(2) by striking the semicolon at the end of subparagraph (E) and inserting ", or"; and 
 
(3) by adding at the end the following new subparagraph: 
 
"(F) service in the employ of a State (other than the District of Columbia, Guam, or 
American Samoa), of any political subdivision thereof, or of any 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 the Social Security 
Act) of such State, political subdivision, or instrumentality, except that the provisions of 
this subparagraph shall not be applicable to service performed -- 
 
"(i) by an individual who is employed to relieve such individual from unemployment; 
 
"(ii) in a hospital, home, or other institution by a patient or inmate thereof; 
 
"(iii) by any individual as an employee serving on a temporary basis in case of fire, 
storm, snow, earthquake, flood, or other similar emergency; 
 
"(iv) by an election official or election worker if the remuneration paid in a calendar year 
for such service is less than $100; or 
 
"(v) by an employee in a position compensated solely on a fee basis which is treated 
pursuant to section 1402(c)(2)(E) as a trade or business for purposes of inclusion of such 
fees in net earnings from self-employment.". 
 
(c) Mandatory Exclusion of Certain Employees from State Agreements. -- Section 
218(c)(6) of the Social Security Act (42 U.S.C. 418(c)(6)) is amended -- 
 
(1) by striking "and" at the end of subparagraph (D); 
 
(2) by striking the period at the end of subparagraph (E) and inserting in lieu thereof ", 
and"; and 
 
(3) by adding at the end the following new subparagraph: 
 
"(F) service described in section 210(a)(7)(F) which is included as 'employment' under 
section 210(a).". 



(d) Effective Date. -- The amendments made by this section shall apply with respect to 
service performed after December 31, 1990. 
 
SEC. 13342. EXTENSION OF SURTAX ON UNEMPLOYMENT TAX. 
 
(a) General Rule. -- Subsection (a) of section 3301 (relating to rate of unemployment ax) 
is amended by striking paragraphs (1) and (2) and inserting the following: 
 
"(1) 6.2 percent in the case of calendar years before 1996, or 
 
"(2) 6.0 percent in the case of calendar year 1996 and each calendar thereafter,". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to calendar 
years after 1990. 
 
SEC. 13343. 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 prescribed by the Secretary, a person is required to make deposits of taxes 
imposed by chapters 21 and 24 on the basis of eighth-month periods, such person shall 
make deposits of such taxes on the 1st banking day after any day on which such person 
has $100,000 or more of such taxes for deposit.". 
 
(b) Technical Amendment. -- Paragraph (2) of section 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. 
 
PART VI -- MISCELLANEOUS PROVISIONS 
 
SEC. 13351. SPECIAL RULES WHERE GRANTOR OF TRUST IS A FOREIGN 
PERSON. 
 
(a) In General. -- Section 672 (relating to definitions and rules) is amended by adding at 
the end thereof the following new subsection: 
 
"(f) Special Rule Where Grantor is Foreign Person. -- 
 
"(1) In general. -- If -- 
 
"(A) but for this subsection, a foreign person would be treated as the owner of any 
portion of a trust, and 
 



"(B) such trust has a beneficiary who is a United States person, 
 
such beneficiary shall be treated as the grantor of such portion to the extent such 
beneficiary has made transfers of property by gift (directly or indirectly) to such foreign 
person. For purposes of the preceding sentence, any gift shall not be taken into account to 
the extent such gift would be excluded from taxable gifts under section 2503(b). 
 
"(2) Regulations. -- The Secretary shall prescribe such regulations as may be necessary to 
carry out the purposes of this subsection." 
 
(b) Effective Date. -- The amendments made by this section shall apply to -- 
 
(1) any trust created after the date of the enactment of this Act, and 
 
(2) any portion of a trust created on or before such date which is attributable to amounts 
contributed to the trust after such date. 
 
SEC. 13352. RETURN REQUIREMENT WHERE CASH RECEIVED IN TRADE OR 
BUSINESS. 
 
(a) Certain Monetary Instruments Treated as Cash. -- Subsection (d) of section 6050I 
(relating to returns relating to cash received in trade or business) is amended to read as 
follows: 
 
"(d) Cash Includes Foreign Currency and Certain Monetary Instruments. -- For purposes 
of this section, the term 'cash' includes -- 
 
"(1) foreign currency, and 
 
"(2) to the extent provided in regulations prescribed by the Secretary, any monetary 
instrument (whether or not in bearer form) with a face amount of not more than $10,000. 
Paragraph (2) shall not apply to any check drawn on the account of the writer in a 
financial institution referred to in subsection (c)(1)(B)." 
 
(b) Increase in Penalty for Intentional Disregard of Reporting Requirement. -- Paragraph 
(2) of section 6721(e) (relating to penalty for intentional disregard) is amended -- 
 
(1) by inserting "6050I," after "6050H," in subparagraph (A), 
 
(2) by striking "or" at the end of subparagraph (A), 
 
(3) by striking "and" at the end of subparagraph (B) and inserting "or", and 
 
(4) by inserting after subparagraph (B) the following new subparagraph: 
 



"(C) in the case of a return required to be filed under section 6050I(a) with respect to any 
transaction (or related transactions), the greater of -- 
 
"(i) $25,000, or 
 
"(ii) the amount of cash (within the meaning of section 6050I(d)) received in such 
transaction (or related transactions) to the extent the amount of such cash does not exceed 
$100,000, and". 
 
(c) Clarification of Application of Provision Prohibiting Evasion Techniques. -- The 
heading of subsection (f) of section 6050I is amended to read as follows: 
 
"(f) Structuring Transactions to Evade Reporting Requirements Prohibited. -- ". 
 
(d) Study. -- The Secretary of the Treasury or his delegate shall conduct a study on the 
operation of section 6050I of the Internal Revenue Code of 1986. Such study shall 
include an examination of -- 
 
(1) the extent of compliance with the provisions of such section, 
 
(2) the effectiveness of the penalties in ensuring compliance with the provisions of such 
section, 
 
(3) methods to increase compliance with the provisions of such section and ways Form 
8300 could be simplified, and 
 
(4) appropriate methods to increase the usefulness and availability of information 
submitted under the provisions of such section.  
 
Not later than March 31, 1991, 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 on the study conducted under this subsection, together with such recommendations 
as he may deem advisable. 
 
(e) Effective Dates. -- 
 
(1) The amendments made by subsections (a) and (b) shall apply to amounts received 
after the date of the enactment of this Act. 
 
(2) The amendment made by subsection (c) shall take effect on the date of the enactment 
of this Act. 
 
(3) Not later than June 1, 1991, the Secretary of the Treasury or his delegate shall 
prescribe regulations under section [*H10283] 6050I(d)(2) of the Internal Revenue Code 
of 1986 (as amended by this section). 
 



The CHAIRMAN. Under the rule, the gentleman from Illinois [Mr. Rostenkowski] will 
be recognized for 30 minutes, and a Member opposed will be recognized for 30 minutes. 
 
The gentleman from Texas [Mr. Archer] will be recognized in opposition. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 2 minutes to the gentleman from Texas 
[Mr. Pickle]. 
 
(Mr. PICKLE asked and was given permission to revise and extend his remarks.) 
 
Mr. PICKLE. Mr. Chairman, for the first time in many years this Congress is being asked 
to do something meaningful about our Nation's budget deficit and national debt. Along 
with the President, we have resolved to make a $500 billion reduction in the deficit over 
5 years. This measure before us tonight will accomplish that purpose. In the midst of all 
of the controversy surrounding these budget deliberations, this bill is a clear declaration 
of our firm intention to make meaningful reductions in spending as well as raise 
necessary revenue in order to achieve our goal. 
 
As one of its goals, this bill intends that the burden of deficit reduction will be borne in a 
fair and equitable manner among taxpayers. In order to accomplish that goal and also to 
ensure the progressivity of the tax system, the plan contains a number of provisions 
aimed at allocating a larger share of deficit reduction to this Nation's wealthiest 
taxpayers. These include measures to burst the bubble, raise the individual minimum tax 
from 21 to 25 percent, and to impose a 10- percent surtax on individuals with taxable 
incomes over $1 million. By adopting these measures, we are ensuring those taxpayers 
most able to contribute in our effort to reduce the Federal budget deficit will do so. 
 
It also should be noted that this bill does not include any increase in gasoline or 
petroleum taxes -- even on home heating oil. This bill does not impose any limitation on 
itemized deductions. It does not extend the Medicare hospital insurance tax to additional 
State and local government workers. 
 
Most important of all, the bill reduces the Medicare Program by only $43 billion, instead 
of the $60 billion cut originally proposed in the budget summit agreement. This measure 
will protect Medicare beneficiaries by keeping monthly premiums low and limiting the 
increase in the deductible. At most, the reduction in payments to providers will reduce the 
rate of growth in a program which is growing faster than any other portion of our Federal 
budget. It is not inappropriate for us to consider measures to control these costs. 
 
It is also important to point out that this measure continues to offer special assistance for 
rural hospitals. Over the 5 years of this budget plan, Medicare will finally eliminate the 
unfair differential which causes rural hospitals to be paid less for the same services than 
urban hospitals. We cannot assure every rural hospital that this budget will assure its 
survival, but this budget gives them real hope for the future. 
 



Mr. Speaker, I am convinced that the only way we can make a real dent in the budget 
deficit is to take bold steps. It won't be easy, and it will require us all to make some tough 
decisions, but this Nation faces no more important problem than reducing the deficit. 
This situation scares the administration. It scares the Congress. But we must do 
something to deal with it. 
 
I strongly urge passage of this alternative and this budget package, so that we can go to 
conference with the other body and work out a compromise that both Houses will agree 
to and that the President will sign. 
 
Mr. Chairman, all America is looking at us today and the country expects action. A no 
vote means no budget. That is the long and the short of it. 
 
We must do the responsible thing. America is already mad at us and they are going to be 
madder than an old wet hen if we do not do something today, and I think they are 
disgusted with what they see on television now. 
 
Mr. Chairman, America expects us to pass a budget. We have that responsibility and we 
must act at this time. 
 
Mr. ARCHER. Mr. Chairman, I yield myself such time as I may consume. 
 
(Mr. ARCHER asked and was given permission to revise and extend his remarks.) 
 
Mr. ARCHER. Mr. Chairman, I rise in opposition to the amendment, but I would like to 
begin by thanking the committee chairman, the gentleman from Illinois [Mr. 
Rostenkowski] and his Democrat colleagues for putting this amendment before the House 
today. 
 
You see, I voted for the initial summit agreement because I felt that it was the best 
bipartisan budget we could hope for in this Chamber. I took a tremendous amount of 
criticism back home, more than on any issue in my career in the Congress; but thanks to 
this amendment, I feel completely vindicated. This alternative is actually far worse than 
anything I could ever have imagined. It is a textbook example of Democrat economic 
philosophy. Forget spending restraint. Just say, "yes" to taxes. 
 
The Rostenkowski amendment calls for some $180 billion of new taxes and fees, borne 
mostly by middle income families, because the Democrats refuse to do what the 
American people want, and that is cut spending. 
 
The Republicans were not even permitted to offer an alternative because the Democrats 
demanded that it include massive new taxes on the working people of America. We 
refused to do that. 
 



The Democrats once again, Mr. Chairman, have been unable to curb their appetite for 
Government spending. What is wrong with putting the Federal Government on a 
spending diet that will press for reducing waste and encourage efficiency? 
 
I believe the American people want and deserve that we as their Congressmen implement 
means to live within our income; but the Democrats have carefully attempted to seduce 
Americans into believing that the Rostenkowski proposal cuts the deficit just by taxing 
the rich. They masquerade behind a tax the rich mask, attempting to deceive the working 
people in America. Behind that mask, the stark reality exists that they raise tax rates, not 
just for the rich, but on all families with joint incomes over $19,000 a year. They cut the 
personal tax exemption on every person, child and adult. 
 
Their plan is without a doubt a hit on all single and family households. I suggest that all 
Americans examine the table printed by the Democrats themselves to support their tax on 
low income and middle income working Americans. I do not call that a good deal for 
working Americans. 
 
President Bush has said that it you raise the rates on the higher income people, soon they 
will work down to the lower income people. I do not think he realized that "soon" was 
"now" in the Democrat package. 
 
Mr. Chairman, the great irony in all this is that the American people are not calling for 
tax increases. They want us to cut spending, and the Democrat leadership responds by 
refusing even to allow a vote on the Republican spending reduction alternative, with no 
new tax burden on working Americans. 
 
Are they really that afraid to give the Members of this body a choice? As a matter of fact, 
I guess they should be, because the Democratic alternative actually massively increases 
spending over the next 5 years -- $570 billion increase in entitlement spending, $180 
billion increase in nondefense discretionary spending. That is a $750 billion increase in 
spending over the next 5 years while at the same time they increases American workers' 
taxes and fees by some $180 billion. 
 
When this process started, I was truly hopeful we could achieve a bipartisan solution to 
the awful deficit problems plaguing this Nation. But that is not very likely at this time. 
 
Here we go again, tax and spend. I urge a no vote. 
 
Mr. Chairman, I reserve the balance of my time. 
 
The CHAIRMAN. The gentleman from Texas [Mr. Archer] has consumed 5 minutes. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 2 minutes to the distinguished gentleman 
from Maryland [Mr. Cardin]. 
 



[*h10284] (Mr. CARDIN asked and was given permission to revise and extend his 
remarks.) 
 
Mr. CARDIN. Mr. Chairman, I want to thank my chairman, the gentleman from Illinois, 
for yielding me this time. 
 
Make no mistake about it, a vote for ths particlar amendment, the vote for reconciliation 
is a vote whether we are serious about reducing the deficit of this country. 
 
It is not popular to vote for new taxes, it is not popular to vote for spending cuts. But we 
need to do it. I first want to congratulate the chairman of the Committee on Ways and 
Means, the gentleman from Illinois [Mr. Rostenkowski], for he was the one who really 
got us on this path with the "Rosti challenge." It was the first effort made to make us 
serious about reducing the deficit. The Democrats have brought forward a specific 
program; the Republicans have not. Ours is a specific program that incorporates many of 
the principles that I think the American people support. 
 
We do not hit the Social Security recipients; we should not, we have protected that. We 
have taken the Social Security trust fund off the Gramm-Rudman calculation. That is 
where it should be. 
 
But we really speak to the issue of fairness. 
 
I think that is the most important part about the Democratic alternative. 
 
We speak to the Medicare system and proper cuts. Yes, there are cuts in Medicare, some 
$40 billion. But we speak to the principle that the elderly should not have to pay more 
than 25 percent of the cost of the program. 
 
We are able to maintain that in the Democratic alternative. 
 
We speak to how we should pay for the deficit, that all Americans should contribute their 
fair share, that the wealthy should not be left off but should be paying about the same 
percentage as everyone else. The Democratic alternative speaks to that. 
 
Mr. Chairman, the alternative we have before us speaks to the issue of fairness but, most 
importantly, speaks to the issue of deal with the deficit of this Nation. 
 
The American people expect action. We have the opportunity today to do that by voting 
for this amendment and voting for the Reconciliation Act. 
 
Mr. ARCHER. Mr. Chairman, I yield 5 minutes to the distinguished Republican leader of 
the House, the gentleman from Illinois [Mr. Michel]. 
 
(Mr. MICHEL asked and was given permission to revise and extend his remarks.) 
 



Mr. MICHEL. Mr. Chairman and my colleagues, I rise in strong opposition to the 
proposal offered by my good friend, the distinguished chairman of the Committee on 
Ways and Means, the gentleman from Illinois [Mr. Rostenkowski]. The cold facts of 
politics put us on different sides of this issue, but my feelings of personal affection for 
him and my admiration for his ability remain as warm as ever. 
 
What I have to say today is not directed at him. Instead, it is directed at a certain mood, 
an atmosphere that recently has been created by many of those in the majority. We cannot 
understand how really bad this proposal is unless we understand it in the context of that 
atmosphere. 
 
In the last few weeks we have heard once again the ugly sound of economic 
McCarthyism. It bellows forth from the fever swamps of the left. It is the savage cry of 
class warfare. 
 
To ordinary, middle-class Americans, that sound must be one of the most terrifying in the 
world. It is the sound of the liberals with their hands once again on the tax rates. 
 
As the line from the horror movie goes, "Taxpayers, be afraid, be very afraid." 
 
Let us just examine the most devasting tax increase contained in the package. The 
Democratic proposal reduces the tax benefits of the personal exemption by removing 
indexing for inflation. This will increase taxes on everyone except the wealthiest 1 
million taxpayers in the country. This Democratic proposal brings back bracket creep 
with a vengeance, $5 billion, $6 billion, $7 billion. 
 
Prior to the enactment of the 1981 tax reduction bill, every taxpayer was subject to ever 
increasing taxes through inflation. We stopped this in 1980, when we started indexing 
personal exemptions and tax brackets. By reversing this policy, Democrats would now 
return us to the silent rate increases for everyone. 
 
The liberals have been telling us how much they want to sock it to the rich. It turns out 
their definition of rich is everyone who voted against Carter, Mondale, and Dukakis. 
 
The policy of simply taxing the rich will not create one new job. But a policy that 
encourages savings and the accumulation of capital to invest in new enterpreneurial 
pursuits does create new jobs. 
 
That is what we ought to be talking about here today. 
 
And on the issue of fairness, the populists have been having a field day with their hot 
rhetoric, but when you cut through the well-orchestrated propaganda themes of the liberal 
Democrats, they are in fact simply calling for the redistributon of wealth. 
 
Well, you cannot continually redistribute wealth if those who create it in the first place, 
with the sweat of their brows, are turned off from doing so because of bad tax policy. 



 
Now, let me repeat a little bit of commonsense wisdom that all the deep thinkers in 
Washington appear to have forgotten: 
 
The problem with the Federal deficit is not that the American people have been taxed too 
little but that those who run the Congress have been spending too much. It has been said 
that taxes are what we pay for civilized society. I agree. But excessive taxes are what the 
taxpayers pay for irresponsible congressional spending. 
 
In the war against the deficit, the first strike, swift and hard, should be made against 
spending. That is the Republican way of doing things. 
 
We tried compromise, and it failed. Both parties failed. Both leaderships failed. It is, in 
my view, a tragedy for this institution that the compromise could not be accepted. 
 
So here we are with the stark contrast of party division unmistakably before us. 
 
No Members on our side of the aisle should even consider voting for this plan. It is to 
budget deficit plans what Bart Simpson is to scholarship. 
 
I would urge Members to vote down this proposition. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from Texas 
[Mr. Andrews]. 
 
Mr. ANDREWS. Mr. Chairman, this really is the toughest of issues that we face this 
week. There will be no greater issue that this Congress has to deal with. It is hard. You 
either cut spending dramatically or you raise revenues or you do some combination of 
both. 
 
I do not think anybody is pleased with the choices that we are confronted with, not last 
week and not tonight. 
 
The Republicans tried it this week, and they failed. They came up $100 billion short from 
what the President insisted upon. It is very, very difficult if you simply try to do it on the 
spending side or you simply try to do it on the revenue side. 
 
This package is progressive. The minority leader is correct; it does ask more out of those 
at the upper end of the income scale to pay. 
 
It is a fairer package than the one we voted on last week. 
 
I hope that we can reach a bipartisan proposal. I hope we can keep this process moving 
and go to conference on this bill. 
 



Mr. ROSTENKOWSKI. Mr. Chairman, I yield 2 minutes to the gentleman from New 
York [Mr. Downey]. 
 
Mr. DOWNEY. Mr. Chairman, the Reagan revolution is dead. May it rest in peace. The 
idea that we could reduce the taxes for the wealthy, increase spending for the military, 
that we could have it all, is over. It has come crashing down during these weeks that we 
have wrestled with the problems of how to cut $500 billion from the deficit that the 
Reagan years brought us. 
 
What the tax proposal of the Committee on Ways and Means attempts to do is very 
simple and clear. It says to the people who have benefited over the last 10 years, who 
have seen their real income increase 94 percent and their real tax rates go down 23 
percent, "We want you to sacrifice a little so that the country as a whole could benefit." 
 
[*H10285] Mr. Chairman, what have our Republican friends said? "Don't tax the 
wealthy. Cut spending." 
 
Of course, when one asks, "Just what type of spending? Is it Medicare spending?" 
 
"Oh, no, no, no. Don't touch that." 
 
"Should we cut spending for student loans?" 
 
"Well, maybe that's a good idea." 
 
"What about spending for WIC mothers and the poor?" 
 
"Well, that may or may not be a good idea." 
 
Mr. Chairman, they hide behind the cloak of spending attempting to tell the mistruth that 
all spending is the same. It is not. And all taxes are not the same either. 
 
What the package of the Committee on Ways and Means attempts to do is to tax the 
people who should be taxed and recognizes that a small break in the form of the capital 
gains reduction that we have should be vested in the middle class. It is a balanced 
proposal. 
 
For 10 years we have attempted to get the public's attention about the basic unfairness of 
the Republican package, and George Bush has finally handed it to us. He has decided that 
he would rather see the Government of the United States shut down than to tax the 
wealthy. 
 
Mr. Chairman, we have had enough. It is time for the wealthy to pay. 
 
Mr. ARCHER. Mr. Chairman, I yield 1 minute to the gentleman from California [Mr. 
Lagomarsino]. 



 
(Mr. LAGOMARSINO asked and was given permission to revise and extend his 
remarks.) 
 
Mr. LAGOMARSINO. Mr. Chairman, I rise in opposition to the Democratic alternative 
to the omnibus budget reconciliation bill. It is billed as soak the rich, but under this 
proposal, American taxpayers from every income level will be subject to higher taxes. 
What's even worse is that this proposal will raise taxes more and more every year, 
without Congress having to vote on the increases. The Democratic proposal heralds the 
return of bracket creep, the silent thief who will quietly rob more and more Americans 
every year by forcing them into higher tax brackets due to inflation. 
 
Don't let yourselves be fooled. This is not a tax-the-rich package, it's a tax-everybody-
again-and- again package. If you are one of the fortunate Americans who receives a cost-
of-living increase in your income, you may be surprised to find yourself pushed into a 
higher tax bracket. This could mean a 13-percent increase in taxes for Americans in the 
lowest tax bracket. In fact, the only Americans left unaffected by bracket creep are the 1 
million richest Americans, who had their personal exemptions taken away in 1986. This 
tax increase would have the greatest impact on those Americans least able to afford it. 
 
Tax increases will not reduce the deficit. In order to control the Federal deficit, Congress 
must control Federal spending. In order to control Federal spending, Congress must not 
raise taxes, Congress must reform the budget process, and Congress must repeal the 
congressional pay increase. 
 
I urge my colleagues to reject the across-the-board tax increases proposed in the 
Democratic alternative. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from New 
York [Mr. Rangel]. 
 
Mr. RANGEL. Mr. Chairman, 10 years ago our great Nation was the world's largest 
creditor nation. We had over 140 billion dollars' worth of assets, and then in 1981 a new 
supply-side economics came into being, and we find ourselves today, just 10 years later, 
with some $600 billion of indebtedness, where the third largest item in our budget is just 
paying the interest on what we owe. 
 
Mr. Chairman, people wonder why we still have to continue with this supply-side trickle-
down theory. Is it not time that we thought about giving the American people a chance to 
get our homeless off the street? To supply jobs for the jobless? And give some hope for 
the hopeless?  
 
It is not a question for Republicans and Democrats. It is a question as to whether this 
Congress is going to do what we were sent down here to do. 
 



Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from 
Massachusetts [Mr. Donnelly]. 
 
(Mr. DONNELLY asked and was given permission to revise and extend his remarks.) 
 
Mr. DONNELLY. Mr. Chairman, the bill for the 1980's has come due. As we craft any 
budget package, there are two criteria that absolutely have to be met. No. 1: Are the cuts 
real? No. 2: Are the revenues fair? 
 
Let me suggest to my friends that the package from the Committee on Ways and Means 
has real cuts. Ask any health care provider in any district. They are real cuts, and they get 
deeper and harder in the outyears. 
 
Are our revenues fair? Let me suggest to my colleagues they are fairer than the present 
system. They are much fairer than the package that was agreed to by the summit that laid 
the burden on the middle class, the middle class who has seen a net reduction in income 
in the 1980's, an enormous increase in taxes. 
 
Our package is crafted so that the burden is shared by all, most especially those that 
benefited most in the 1980's, not just the wealthy. In fact, the superrich. 
 
It astounds me that my friends on the other side of the aisle can stand in the well hour 
after hour, speech after speech, saying that the rich and the superrich should not pay their 
fair share. Our proposal makes them pay that fair share. 
 
Mr. ARCHER. Mr. Chairman, I yield myself 3 minutes. 
 
Mr. Chairman, I had truthfully hoped that this Congress could come together on a 
bipartisan agreement. Instead we now find ourselves with a Democrat proposal that has 
moved to the far left rather than toward the center. I think that is sad for the American 
people. 
 
However, Mr. Chairman, the American people know which party is the party of higher 
taxes, and it is the Democrats. 
 
Earlier this year, when the President entered negotiations to try to move this country 
ahead on a bipartisan budget effort, he extended his hand in cooperation to the majority in 
the Congress. It was a sincere effort on his part. But it was not long until the Democrat 
leadership went to the White House and threatened to withdraw from the negotiations 
unless there was a precondition that taxes were a part of the ultimate package. Perhaps 
the President should have not accepted that. But faced with the threat of a breakdown of 
the negotiations, he did in good faith. The President compromised in an effort to lead a 
split Congress. But the Democrat leadership dragged, and dragged, and dragged the 
negotiations until the eve of the election, where we stand today, all the while leaking 
information to the press for their political advantage. Now all that they have left is their 



clearly partisan proposal. Bipartisanship has left the table, and once again the Democrats, 
sadly enough, have resumed their role of the party of tax and spend. 
 
I regret that, Mr. Chairman, but it is the reality of the debate in which we are engaged 
today. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from Indiana 
[Mr. McCloskey]. 
 
Mr. McCLOSKEY. Mr. Chairman, I rise in strong support of the House Democratic 
alternative, and I commend Chairman Rostenkowski for his leadership. 
 
Americans from every State, both parties, and every walk of life are increasingly aware 
President Bush's deficit reduction policies come down hardest on middle-class Americans 
and senior citizens. 
 
As a Republican businessman told me today, "Break the Bubble. A 33 percent top rate is 
fine. We are asking a lot more from kids in the gulf." 
 
Vote for fairness: for decency for Medicare recipients; for no additional delays in 
unemployment compensation; and for a 10-percent surtax on income over $1 million. 
 
If the President shuts down the Government this weekend, Americans everywhere will 
know who he was trying to protect. 
 
The CHAIRMAN pro tempore (Mr. Volkmer). The Chair would announce that the 
gentleman from Texas [Mr. Archer] has 17 minutes remaining, [*H10286] and the 
gentleman from Illinois [Mr. Rostenkowski] has 20 minutes remaining. 
 
Mr. ARCHER. Mr. Chairman, I yield 2 minutes to the gentleman from Florida [Mr. 
Stearns]. 
 
Mr. STEARNS. Mr. Chairman, it is hypocritical and irresponsible of this Congress to 
consider any kind of increase in taxes. In the next few minutes I am going to illustrate 
just how hypocritical Congress has been. We are attempting to craft a budget that avoids 
the reality that we have enough revenues coming in from the taxpayers to meet our needs. 
We forget the fact that revenues have increased 33 percent in the last 7 years. We just 
need to set out spending priorities, cut waste, and not increase our overall spending. 
 
Before raising taxes, it is time that the Congress take a hard look at cutting expenditures. 
This novel idea is always the last considered and most quickly ignored by this body. I 
think this is because the decision to cut the budget would require discipline and hard 
choices. However, Mr. Chairman, we were elected to this Chamber to make those kind of 
hard choices. We were sent here by the people to manage the affairs of Government 
responsibly and fairly. 
 



I would bring to my colleagues' attention a series of votes that if they had been passed 
would have eased the current Federal budget crisis. Both Mr. Frenzel and Mr. Penny, 
Members from both sides of the aisle, have consistently and faithfully offered 
amendments to appropriation bills requesting that the Congress cut some of its runaway 
spending. However, every single, solitary amendment of this nature offered by these two 
distinguished Members was defeated. 
 
Let me outline these votes: 
 
[Dollars in millions] 
Amendments      Percent of cut    Savings 
Energy/Water (H.R. 
5019): 
Frenzel: Defeated:      11.4    $2,388 
98-314 
Penny: Defeated:      2    400 
175-232 
Labor/HHS/Education 
(H.R. 5257): 
Frenzel: Defeated:      15.2    6,622 
85-333 
Penny: Defeated:      2    540 
160-253 
Military Construction 
(H.R. 5313): 
Frenzel: Defeated:      .8    70 
180-214 
Penny: Defeated:      2    166 
164-239 
Rural 
Development/Agriculture 
(H.R. 5268): 
Penny: Defeated:      2    150 
202-216 
Treasury Postal (H.R. 
5241): 
Frenzel: Defeated:      6.9    370 
130-254 
Penny: Defeated:      2    160 
178-201 
VA/HUD (H.R. 5198): 
Penny: Defeated:      2    n1 1 
172-235 
 
n1 In billions of dollars. 
 



My colleagues, if we can't accept even these reasonable amendments how can we really 
be serious about a balanced budget or at least workable one. And these amendments are 
just a small sample of legislation where we could have made cuts. 
 
Mr. Frenzel's amendments to four different appropriation bills would have saved this 
country over $10 billion. Right there, Mr. Chairman, would have been an overwhelming 
savings. And, yet with all the concern of this body regarding the budget not one of Mr. 
Frenzel's amendments passed. Not one. 
 
Mr. Penny's amendments suffered the same fate. Again, not one of those listed were 
passed. 
 
In fact, just as a matter of absurdity and outrageous commentary on the inability of 
Congress to cut, Mr. Walker offered an amendment to H.R. 5268, the Agriculture 
appropriations bill that would have cut 0.0000000002 percent from the bill. A savings, 
my colleagues, of a mere $19.90. However, this amendment was defeated 175 to 214. 
 
These opportunities to cut expenditures, even a little, all met with overwhelming defeat. 
In light of this, how can we seriously approach the American people, asking them to 
believe us when we say we have worked hard to give them the best budget agreement 
possible? We've heard talk of increasing taxes. We've heard talk of raising the tax 
brackets. We have heard talk of more Government expansion. And yet, we almost never 
hear the still small voice of reason. Let us face it -- the Government must curb its 
appetite. We must trim, cut, and do away with excessive costs. We must begin to practice 
the axiom that this Government must make do with what is necessary and not what is 
desirable. The answer, the simple solution, is to let the Republican budget plan be offered 
on the House floor. Our plan involves no new taxes and progrowth incentives for 
businesses. It involves cuts in waste and a partial freeze. Americans, the Republican Party 
should be allowed to present their budget package. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentlewoman from 
Connecticut [Mrs. Kennelly]. 
 
(Mrs. KENNELLY asked and was given permission to revise and extend her remarks.) 
 
Mrs. KENNELLY. Mr. Chairman, I rise in strong support of the Democratic alternative 
for deficit reduction, and want to compliment the chairman and the fine work of his staff 
for quickly putting a package together which we on the Ways and Means Committee, and 
throughout this body, can be very proud. 
 
The Democratic alternative is far superior to the budget summit agreement, and even the 
agreement as modified by the committee and reported out. 
 
It is true that the Democratic alternative asks those who are significantly better off to 
contribute more to deficit reduction, but frankly, I do not think this is unfair. I believe we 
lost something of value in 1986 when we abandoned a good deal of the progressivity that 



was in the tax law, and I see the Democratic alternative as a modest step to regain that 
virtue. 
 
The Democratic alternative meets our instructions to raise revenues and cut spending. 
And it does so in a real way. Yet the alternative eases the burden on middle America. 
And it eases the burden on our senior citizens as well, but not so much that they do not 
also contribute to this crucial effort to reduce the deficit. 
 
The Democratic alternative also contains a capital gains reduction. Now, last year I voted 
against a capital gains reduction. I thought it went too far. But this year I am supporting 
this proposal. Why? Because it is fair. It is equitable. It is aimed at stimulating savings 
and investment by middle America -- by our small business men and women, our 
farmers, and our homeowners. It is a good, solid proposal which I take pride in 
supporting. 
 
I believe the Democratic alternative provides the vehicle with which we will enact 
significant deficit reduction. This will result in a far healthier economy than that which 
would exist if we were to fail with this endeavor. And so, Mr. Chairman, I urge all my 
colleagues to support this amendment, and to support this legislation on final passage. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from Florida 
[Mr. Gibbons]. 
 
Mr. GIBBONS. Mr. Chairman, I want to try to put all of this in some kind of perspective. 
As I listen to my constituents, they keep telling me, "I know America is in trouble. I 
know we have problems with our expenditures and our balance in Washington. I am 
ready and willing to do my part, if all of us will chip in." 
 
Now, what we are talking about is a belt-tightening operation that will trim the Federal 
deficit by $500 billion over 5 years. That is what we need to keep our eye on. 
 
There has been some discussion about this being an unbalanced budget. Let me give 
Members the facts, after all the figures are factored in. 
 
For the lowest one-fifth of all our people, there is no increase in the burden that they have 
in their after-tax income. For the middle income, for the middle people in America, the 
middle onefifth, there is only an eight-tenths of 1 percent increase in the burden after all 
of this is factored in. For the top one-fifth, there is only a 1.1 percent increase in their 
burden. 
 
Mr. ARCHER. Mr. Chairman, I yield 2 minutes to the gentleman from Florida [Mr. 
James]. 
 
Mr. JAMES. Mr. Chairman, well, here we are again, debating another budget package. 
Not that this package is any better. In fact, it is worse in many respects. The Democrats 
here are saying that their tax package will hit only the rich. Really? When I see the tax 



proposals being put forth on the House floor today, I see a disaster for the lower and 
middle income citizens of this country. 
 
Taxing the rich? Do you call regressive excise taxes, which will hit senior [*H10287] 
citizens who live on fixed incomes, taxing the rich? Do you call the beginning of bracket 
creep taxing the rich? We need to be fair, but these regressive proposals are nothing but a 
new attack on the incomes of middle Americans. 
 
We are looking at a slower economy, a declining trade position, and inflation. Raising 
taxes in the face of these trends will only make it worse. We do not need higher taxes. 
This Government already receives higher tax receipts than ever before. No, we need to 
control spending. We need to be serious about controlling this Government's appetite for 
more and more revenues to finance wasteful and unnecessary spending practices. Let's 
defeat this proposal, and get serious. 
 
Let us cut spending, and stop raising taxes on the backs of working Americans. 
 
The CHAIRMAN pro tempore. The gentleman from Illinois [Mr. Rostenkowski] has 18 
minutes remaining, and the gentleman from Texas [Mr. Archer] has 13 minutes 
remaining. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 1 minute to the gentleman from 
Wisconsin [Mr. Moody]. 
 
(Mr. MOODY asked and was given permission to revise and extend his remarks.) 
 
Mr. MOODY. Mr. Chairman, we have heard three cries from our friends on the GOP side 
of the aisle this evening. The first is "class warfare." Well, most of the Members arguing 
for this against class warfare supported the summit 2 weeks ago. That was class warfare, 
except it was class warfare on the middle class. This Democratic alternative package is 
much more fair. 
 
The second GOP cry is, "Don't touch the rates." Well, the people that are crying "Don't 
touch the rates" has no problem touching the rates when they were brought down from 70 
to 50 percent and from 50 to 28. It was okay to touch the rates then, to cut them in half or 
more than half. 
 
And why not raise rates? If we need revenue, raising rates is a lot more fair than raising 
excise taxes. And that is the choice between the Democratic alternatives and the other 
packages we have seen. 
 
The third cry is, "Don't tax at all." But when Federal expenses exceed revenue, then the 
choice is not taxes, yes or no. It is taxing versus borrowing. Borrowing is the worse 
option, far worse. It puts our children in debt, whereas taxes are a decision to pay as you 
go. 
 



So forget these hollow rallying cries of "class warfare," "don't touch rates," and "don't tax 
at all," They appeal superficially but mislead and deceive. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 2 minutes to the gentleman from 
Massachusetts [Mr. Conte]. 
 
(Mr. CONTE asked and was given permission to revise and extend his remarks.) 
 
Mr. CONTE. Mr. Chairman, I thank the gentleman for yielding time to me. 
 
Mr. Chairman, as one of the 71 Republicans who cast the tough vote for the budget 
summit agreement that went down in flames early in the morning on October 5, 1990, I 
will vote for the Rostenkowski substitute. 
 
I took to the floor early in the morning on October 5 and again on October 8 and I said, I 
know this budget agreement is not perfect, there are problems with home heating oil, 
there are problems with Medicare, there are problems with the bubble, but let the process 
move forward and let the committees do their work, to try to improve the package. 
 
So now, the committees have gone to work and produced their legislation to carry out the 
terms of the agreement we approved on October 8. 
 
Home heating oil is exempt. In fact, the Rostenkowski amendment removes all new 
gasoline and petroleum taxes. 
 
This reconciliation bill greatly lessens the hit on beneficiaries of Medicare. Premiums 
will stay at 25 percent of the cost. The deductible will go to $100 and no further. 
Reductions affecting beneficiaries have been reduced from $30 billion in the original 
summit package down to $10 billion, still significant, but much less that where we 
started. 
 
The Rostenkowski amendment will burst the bubble and raise the hit in taxes on those 
most able to withstand it, the 1 percent of American taxpayers who have the highest 
income. 
 
This is not to say there are no problems remaining with this package. 
 
The Rostenkowski amendment will delay indexing of tax brackets and exemptions for a 
year, and that will affect all taxpayers. 
 
And I have never been a big fan of granting tax breaks in a deficit reduction bill, and the 
Rostenkowski amendment will provide a limited capital gains break. 
 
The other problem is that apparently Merchant Marine is about to get away with not 
enacting a Coast Guard user fee once again. It's the same old play -- they've reported a 



tax, the tonnage tax, that will be struck on a point of order, and no attempt will be made 
to try to replace it with the user fee. That bites the big one. 
 
As I weigh the alternatives, I want everyone to understand where I am coming from. 
Since May 15, I have labored as part of the budget summit and as a Member of this body, 
to come up with a deficit reduction package that will save $500 billion over 5 years. I 
believe we have a responsibility to address the deficit. I believe we have a responsibility 
to govern. 
 
What happened this morning, with the denial of the opportunity to Republicans to offer 
their alternative, was a travesty. It should not happen in this body. The temptation is so 
very great to walk away from this process. But if I do, and if we do not enact a deficit 
reduction package, I fear the consequences will be far worse on the economy and on each 
and every American. 
 
So I will vote to move the process forward one more step, and reserve my vote on 
passage of any conference report on this bill, depending on how many of the 
improvements are retained and how many of the problems resolved. 
 
Mr. ARCHER. Mr. Chairman, I yield 2 minutes to the gentleman from California [Mr. 
Dornan]. 
 
Mr. DORNAN of California. Silvio, Silvio, our beloved bard of the House, a lonely 
Republican stuck up there with 10 other liberal Democrats in Massachusetts. You are 
going to be liberated soon to rejoin your Republican family here. There is a rap, rap, 
rapping at the door for a conservative Republican to go to the Senate, or a conservative 
Democrat or conservative Republican for the Governor's chair. All you people from 
Taxachusetts and all other liberal bastions around this country act like all spending in 
government, all spending is mother's milk for starving children. But here is just a sample 
list that I will run down from the 1990 budget: 
 
A grant of $19 million to study methane from cattle as it relates to global warming. You 
know which end of the cow the methane gas comes out; $500,000 for timber bridge 
research; $1.5 million for Stuttgart, AR, fish farming experimental station; $3 million for 
Long Beach parking facility; $9 million for juvenile fish bypass facilities on the 
Columbia and Snake Rivers; $200,000 for research on fire resistant shrubs and grass; 
$166,000 for a mountain bike trail; $1 million for an Oregon aquarium; $250,000 for 
study of the pintail duck population; $300,000 for arctic goose studies; and $300,000 for 
joint U.S.-U.S.S.R. walrus study. 
 
Here is some 1989 pork: 
 
A grant of $150,000 for pea and lentil research; $942,000 for fish oil research; $700,000 
to count trees, shrubs, and ornamental flowers; $3 million for leafy spurge and knapweed 
control; $6 million to repair tracks for a private railroad; and $41.8 million for 
anadromous fish studies and hatcheries. 



 
Here is some 1988 pork: 
 
A grant of $3 million for 3 parking garages in southwest Chicago; $6.4 million for a 
Bavarianstyle ski resort in Idaho; $750,000 for fishing gear entanglement research; $5 
million for Ted Turner's Goodwill Games. How the heck did I let that one get by me? 
 
A grant of $3.1 million to convert a Baltimore ferry boat into a crab restaurant -- 
beautiful; $170,000 to fund a Dunkin' Donuts store; and $11 million to construct a harbor 
for private pleasure boats in Cleveland. Whose district was that? 
 
Here is some miscellaneous pork: 
 
[*H10288] A grant of $84,000 for a study of why people fall in love; $2,500 to 
investigate the causes of rudeness, lying, and cheating on tennis courts; $46,000 to 
determine how long it takes to cook breakfast eggs; and $6,000 to determine the effects 
of marijuana smoking on scuba divers' ability to withstand cold temperatures. 
 
Pork, pork, pork, and more pork. 
 
MR. CHAIRMAN, THE LATEST TAX-INCREASE SCHEME FROM THE 
DEMOCRATS CONTAINS A HUGE TAX INCREASE ON THE MIDDLE CLASS 
THAT THE DEMOCRATS HOPE TO HIDE. THIS IS HOW THE WALL STREET 
JOURNAL DESCRIBED IT YESTERDAY. 
 
ALTHOUGH THE HOUSE DEMOCRATS ARE SELLING THEIR ALTERNATIVE 
AS ONE THAT SOAKS THE RICH, IT DOES INCLUDE ONE PROVISION THAT 
WOULD HIT THE MIDDLE-CLASS HARD: A ONE-YEAR DELAY IN THE 
SCHEDULED INFLATION ADJUSTMENTS IN INCOME-TAX BRACKETS 
AND TO THE PERSONAL EXEMPTION, WHICH EXEMPTS FROM TAXES $2,050 
OF INCOME FOR EACH MEMBER OF A TAXPAYER'S FAMILY. THIS HARD-TO-
NOTICE TAX INCREASE SUPPLANTED A MUCH MORE VISIBLE -- AND 
POLITICALLY TOUCHY -- TAX RISE ON MOTOR FUELS. 
 
NO WONDER THE LIBERAL DEMOCRATS WANT TO HIDE THIS HUGE TAX 
HIKE. IT WILL COST A FAMILY OF FOUR EARNING $34,000 AN ADDITIONAL 
$313 A YEAR. AND I DON'T KNOW ABOUT YOUR DISTRICT, MR. CHAIRMAN, 
BUT IN MY DISTRICT THAT IS NOT A WEALTHY FAMILY. 
 
MR. SPEAKER, I WANT THE AMERICAN MIDDLE CLASS TO KNOW THE 
DIRTY LITTLE SECRET THE DEMOCRATS WILL NOT TELL THEM. AND THAT 
IS THERE ARE SIMPLY NOT ENOUGH RICH PEOPLE FROM WHICH TO RAISE 
THE TYPE OF TAX REVENUES THE LIBERAL DEMOCRATS ARE TALKING 
ABOUT. THAT MEANS, MR. AND MRS. MIDDLE CLASS, THE DEMOCRATS 
ARE COMING AFTER YOU, IN THE COVER OF NIGHT. SO HOLD ONTO YOUR 
WALLETS. 



IF THE CURRENT DEMOCRATIC OBSESSION WITH RAISING TAXES -- AND IT 
IS AN OBSESSION -- HAS ILLUSTRATED ANYTHING IT IS THAT THE LIBERAL 
DEMOCRATS ARE MORE RESPONSIVE TO THE SPECIAL INTERESTS THAN 
TO THE AVERAGE VOTER. THAT IS WHY NOT ONE SPECIAL INTEREST OR 
CORPORATE WELFARE PROGRAM TERMINATION HAS BEEN INCLUDED IN 
THE DEMOCRATIC RECONCILIATION PACKAGE. NOT ONE. AS FAR AS THE 
DEMOCRATS ARE CONCERNED, THE FEDERAL BUREAUCRACY IS 
IMMORTAL. 
 
THAT MEANS THE DEMOCRATS ARE ASKING MIDDLE CLASS AMERICANS 
TO PAY MORE IN TAXES EACH YEAR SO THAT THEY CAN CONTINUE 
FUNDING PROGRAMS SUCH AS THESE, CONTAINED IN THE 1990 BUDGET. 
 
A GRANT OF $19 MILLION TO STUDY METHANE FROM CATTLE AS IT 
RELATES TO GLOBAL WARMING. OF COURSE, YOU KNOW WHICH END OF 
THE COW PRODUCES THE METHANE; 
 
A GRANT OF $500,000 FOR TIMBER BRIDGE RESEARCH; 
 
A GRANT OF $1.5 MILLION FOR A STUTTGART, AR, FISHING FARMING 
EXPERIMENTAL STATION; 
 
A GRANT OF $3 MILLION FOR A LONG BEACH PARKING FACILITY; 
 
A GRANT OF $9 MILLION FOR JUVENILE FISH BYPASS FACILITIES ON THE 
COLUMBIA AND SNAKE RIVERS; 
 
A GRANT OF $1 MILLION FOR AN OREGON AQUARIUM; 
 
A GRANT OF $300,000 FOR AN ARCTIC GOOSE STUDIES; AND 
 
A GRANT OF $250,000 FOR A STUDY OF THE PINTAIL DUCK POPULATION 
 
THE LIST GOES ON AND ON AND ON AND ON, AD NAVSEUM, MR. 
CHAIRMAN. PERHAPS THE TAXPAYERS SHOULD FEEL FORTUNATE THAT 
THEY AREN'T STILL FUNDING PEA AND LENTIL RESEARCH OR LEAFY 
SPURGE AND KNAPWEED CONTROL OR PROVIDING PLAYBOY IN BRAILLE. 
BUT I DON'T THINK THEY WILL. 
 
THE FACT IS THAT THIS RECONCILIATION PACKAGE REFUSES TO 
RECOGNIZE THE SIMPLE TRUTH OF THE BUDGET PROCESS: THERE IS NO 
NEED TO RAISE TAXES TO BALANCE BUDGET. ALL THAT IS NEEDED IS TO 
REDUCE THE GROWTH, THE GROWTH OF FEDERAL SPENDING AND 
TERMINATE SPECIAL INTERREST AND CORPORATE WELFARE PROGRAMS 
THAT HAVE EITHER OUTLIVED THEIR ORIGINAL PURPOSES OR DO NOT 



PROVIDE A VITAL NATIONAL NEED – SUCH AS THE NATIONAL 
ENDOWMENT OF THE ARTS. IN THE CASE OF THE NEA GRANTS THE 
FREEDOM TO OCCASIONALLY FUND PORNOGRAPHIC OF BLASPHEMOUS 
SUEDO-ART WAS MORE IMPORTANT THAN FISCAL INTEGRITY. 
 
WE HAVE HEARD A LOT FROM THE CLASS-WARFARE CROWD ON THE LEFT 
ABOUT HOW THE RICH HAVE RECEIVED HUGE TAX BREAKS UNDER TWO 
REPUBLICAN PRESIDENTS. THE CLASS WARFARISTS THEREFORE PROPOSE 
THAT TO SOLVE THE BUDGET DEFICIT THE RICH MUST START PAYING 
THEIR FAIR SHARE. 
 
MR. CHAIRMAN, I AND SEVERAL OF MY COLLEAGUES HAVE TRIED TO CUT 
THROUGH THIS DEMOCRAT-INDUCED FOG TO EXPLAIN THIS SIMPLE 
TRUTH TO THE AMERICAN PEOPLE. THE MOST RECENT IRS STATISTICS 
SHOW THAT FROM 1979, JIMMY CARTER'S SECOND TO LAST YEAR IN 
OFFICE, UP THROUGH 1988, RONALD REAGAN'S LAST YEAR IN OFFICE, THE 
PERCENTAGE OF TOTAL TAXES PAID BY THE RICH HAS INCREASED WHILE 
THE PERCENTAGE OF TAXES PAID BY AVERAGE AMERICANS HAS 
DECREASED. LET ME REPEAT. FROM 1979 TO 1988 THE PERCENTAGE OF 
TAXES PAID BY THE WEALTHIEST AMERICANS HAS INCREASED -- 
SUBSTANTIALLY -- WHILE THE PERCENTAGE OF TAXES PAID BY THE 
MIDDLE AND LOWER CLASSES HAS DECREASED, THAT IS, GONE DOWN, 
DOWN! 
 
THIS, OF COURSE, THIS WHAT SUPPLY-SIDE ECONOMISTS PREDICTED 
WOULD HAPPEN WHEN TAX RATES WERE CUT. IN OTHER WORDS, THE 
LAFFER CURVE, WHICH POSTULATED THAT LOWER TAX RATES WOULD 
INCREASE TAX REVENUE, HAS BEEN VINDICATED. UNDER RONALD 
REAGAN THE GROSS NATIONAL PRODUCT GREW BY NEARLY 80 PERCENT. 
UNCLE SAM'S SLICE OF THE PIE WAS SMALLER, BUT THE PIE WAS SO 
MUCH BIGGER THAT IT MORE THAN MADE UP FOR THE DIFFERENCE. 
AGAIN, THAT WAS WHAT THE SUPPLY-SIDERS SAID WOULD HAPPEN. 
THE TABLE BELOW ILLUSTRATES THIS CLEARLY. 
 
NOTE: This table is divided, and additional information on a particular entry may appear 
on more than one screen. 

Adjusted gross income      Percent of taxes paid 
class 

1979   1988 
Highest 5 percent        37.6   45.9 
Highest 10 percent        49.5   56.9 
Highest 25 percent        73.1   77.8 
Highest 50 percent        93.2   94.5 
Lowest 50 percent        6.8   5.5 
Lowest 25 percent        0.5   0.6 
Lowest 10 percent        n1   n1 



Adjusted gross income       Percent change 
class 
Highest 5 percent         +8.3 
Highest 10 percent         +7.4 
Highest 25 percent        +4.7 
Highest 50 percent         +1.3 
Lowest 50 percent         -1.3 
Lowest 25 percent         +0.1 
Lowest 10 percent         n1 
 
n1 Less than 0.07 percent. Source: Tax Foundation. 
 
THE DEMOCRATS NEED TO ASK THEMSELVES, WHAT IS THE PURPOSE OF 
TAX POLICY? IS IT TO SHOW HOW TOUGH WE ARE ON THE RICH? OR IS IT 
TO RAISE REVENUE? THEY KNOW THEIR TAX INCREASES ON THE RICH 
WILL NOT RAISE ANY ADDITIONAL REVENUE. INDEED, I VENTURE TO 
ESTIMATE THAT LIBERALS, IF THEY HAVE THEIR WAY, WILL ACTUALLY 
DECREASE REVENUES FOR TWO REASONS. FIRST, PEOPLE WILL FIND 
WAYS TO AVOID PAYING THE TAXES -- THESE LIBERALS KNOW WELL 
THAT ALL MILLIONAIRES HAVE TAX LAWYERS AND TAX ACCOUNTANTS 
BY THE CORPORATE JET LOAD -- AND SECOND, THE PROPOSED TAXES 
WILL HAVE A NEGATIVE EFFECT ON THE ECONOMY, WHICH IN TURN WILL 
LOWER REVENUES, REPEAT LOWER THE TAX INTAKE. LIBERALS KNOW 
THIS, AND KNOW IT WELL; BESIDES A DEEP RECESSION IS THE ONLY HOPE 
THE LIBERAL DEMOCRATS HAVE OF A SHOT AT TAKING THE WHITE 
HOUSE. SAD BUT TRUE.  
 
MR. CHAIRMAN, THIS MEMBER HAS HAD ENOUGH OF THE CLASS 
WARFARE, SOCIALIST RHETORIC EMANATING FROM THE LIBERAL 
DEMOCRATS. THEIR RECONCILIATION PACKAGE IS THE PRODUCT OF THE 
TAX AND SPEND SOCIALISM THAT HAS BECOME THE HALLMARK OF 
MODERN DEMOCRATIC LIBERALISM, AND BY MODERN I MEAN FOR OVER 
50 YEARS. IT IS SIMPLY A PHONEY SOAK-THE-RICH SCHEME THAT IS 
MEANT MORE TO MAKE THE LEFT FEEL GOOD ABOUT ITSELF THAN AN 
HOSET EFFORT TO BALANCE THE BUDGET WITHOUT DRIVING OUR 
ECONOMY INTO A RECESSION. AND IF THIS PACKAGE PASSES, MR. 
CHAIRMAN, THAT IS WHERE WE ARE HEADED -- FOR RECESSION. AND WE 
CAN SURELY CALL IT THE ROSTENKOWSKI RECESSION. 
 
MR. CHAIRMAN, SHUTTING THE GOVERNMENT DOWN WOULD NOT BE THE 
WORST THING TO HAPPEN TO THIS COUNTRY. INDEEED, I SUBMIT THAT 
THERE ARE SEVERAL PARTS OF THE GOVERNMENT WHICH SHOULD BE 
SHUT DOWN PERMANENTLY. THE TAX INCREASE PROPOSED BY THE 
SOCIALIST DEMOCRATS WOULD BE FAR WORSE FOR THE COUNTRY THAN 
A SHORT GOVERNMENT SHUT DOWN. AND I JUST WISH THE SOCIALIST 



DEMOCRATS HAD AS MUCH SYMPATHY FOR THE AVERAGE WORKING 
AMERICAN AS IT DOES FOR THE BUREAUCRACY. 
 
I THEREFORE URGE ALL MY COLLEAGUES TO VOTE "NAY" ON WHAT WE 
REPUBLICANS THINK OF AS THE DEMOCRAT'S RECESSION PROMOTION 
ACT. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 2 minutes to the gentleman from Georgia 
[Mr. Jenkins]. 
 
(Mr. JENKINS asked and was given permission to revise and extend his remarks.) 
 
Mr. JENKINS. Mr. Chairman, there is never an easy package and there is a great deal of 
exaggeration always from partisans on both sides. Sometimes we forget how much that 
we have that is identical. 
 
In this particular package of $500 billion, 75 percent to 80 percent of the package is 
identical from both sides of the aisle. 
 
When the summit was started and the President insisted, as he should have done so, that 
there be a total of $500 billion in a combination of spending cuts and revenue increases 
over the next 5 years, this summit group did a good job in putting together a tremendous 
package with 75 percent to 80 percent of it agreed upon, and that is what Members are 
voting on today. There was about 20 percent that was in disagreement. 
 
That 20 percent really is what the debate should focus upon. A majority of the 
Democrats, together with a majority of the Republicans, said that 12 cents a gallon in 
gasoline tax and 2 cents a gallon home heating oil was unacceptable. We ought to change 
that, and the Ways and Means Committee agreed and did change the 12 cents a gallon 
and eliminated it, and did agree that 2 cents on home heating oil should not be there, and 
did change it. 
 
The summit package made an impact upon Medicare recipients of some $60 billion. A 
majority of the Republicans here in this body together with a majority of the Democrats 
said that that is too great an impact upon the senior citizens, and the Ways and [*H10289] 
Means Committee, taking that direction from both the Republican side and the majority, 
together with a majority of the Democrats decreased that so that the Medicare recipients 
do not have that impact. 
 
Now obviously if you are going to take the hit from the Medicare recipients, if you are 
going to eliminate the 12-cents-a-gallon gasoline tax, you have to put it somewhere, and 
the Ways and Means Committee did that. I think it is a balanced program and we ought to 
support it. 
 
Mr. ARCHER. Mr. Chairman, I yield 2 minutes to the gentleman from Minnesota [Mr. 
Frenzel]. 



 
(Mr. FRENZEL asked and was given permission to revise and extend his remarks.) 
 
Mr. FRENZEL. Mr. Chairman, we have been told that this is a balanced bill, that the 
taxing provisions are good. Some of our friends on the Democrat side have said they are 
proud to vote for this bill, and that is a good thing. If they vote for it they ought to be 
proud of it. 
 
I wonder, however, if they are aware that after we get through the roughly $70 billion that 
is assessed to high income earners, there is another half of the tax bill, particularly that 
half in the suspension of indexation, an item of $36 billion that falls very heavily on the 
middle income taxpayer, and even on the poor. 
 
There are other portions as well, including some of the sales and excise taxes that we 
know about. 
 
Earlier in the day I showed that over spending of discretionary spending in 1990 this 
reconciliation bill and budget resolution provides for $180 billion of new spending, 
grossly above the baseline. We can compare it with the tax portion of the bill which nets 
to about $160 billion. 
 
That $160 billion figure is particularly interesting because I think it is the second largest 
tax increase in the history of the civilized and the uncivilized world, although I have not 
consulted Guinness on this subject. It is also interesting that it is a little less than 
necessary to pay for the increases in domestic discretionary in this very bill. 
 
So as Members think about taxing rich people, remember, we have not even funded the 
extra spending that is in discretionary for the next 5 years that we have agreed to and, 
therefore, Members can be pretty sure that those under the highest incomes will be next. 
Does America want this kind of a bill? I do not think so.  
 
I will vote no. 
 
MRS. LOWEY OF NEW YORK. MR. CHAIRMAN, I RISE IN VERY RELUCTANT 
SUPPORT OF THIS BUDGET RECONCILIATION BILL. 
 
THIS BILL IS FAR FROM PERFECT. WE SHOULD HAVE CUT WASTE MORE, 
CUT THE MILITARY BUDGET MORE, PROTECTED THE ELDERLY BETTER, 
AND RAISED TAXES LESS. 
 
BUT THIS BUDGET IS AN ENORMOUS IMPROVEMENT OVER THE 
INEQUITABLE AND UNACCEPTABLE BUDGET SUMMIT AGREEMENT, AND 
FAR PREFERABLE TO SEQUESTRATION. 
 



IF WE FAIL TO ENACT A BUDGET THIS WEEK, NOT ONLY WILL THE 
GOVERNMENT SHUT DOWN, BUT WE WILL INVITE A CRIPPLING RECESSION 
THAT WILL SEVERELY HARM AMERICAN FAMILIES. 
 
SEVERAL WEEKS AGO, THE PRESIDENT AND CONGRESSIONAL LEADERS 
BROUGHT TO THIS BODY A DIFFERENT PLAN FOR REDUCING THE DEFICIT -
- A PLAN THAT PLACED AN UNFAIR SHARE OF THE BURDEN OF DEFICIT 
REDUCTION ON THE BACKS OF THE MIDDLE CLASS AND THE ELDERLY. 
THAT PLAN WAS TOTALLY UNACCEPTABLE, AND I JOINED MY 
COLLEAGUES IN VOTING TO DEFEAT IT. 
 
CONGRESS THEN INSTRUCTED ITS COMMITTEES TO CRAFT AN 
ALTERNATIVE PLAN THAT WOULD SHARE THE PAINFUL AND DIFFICULT 
BURDEN OF DEFICIT REDUCTION MORE EQUITABLY. THESE COMMITTEES 
HAVE NOW WORKED THEIR WILL, AND THE RESULT IS A SIGNIFICANT 
IMPROVEMENT OVER THE BUDGET SUMMIT AGREEMENT. 
 
I HAVE LONG FELT THAT IT IS INAPPROPRIATE TO INCREASE TAXES UNTIL 
WE MOVE AGGRESSIVELY TO ELIMINATE WASTE, FRAUD AND ABUSE IN 
GOVERNMENT SPENDING. BUT IF THE PRESIDENT AND CONGRESSIONAL 
LEADERS INSIST ON TAX INCREASES AT THIS STAGE, THEN THOSE 
INCREASES MUST NOT FALL UNFAIRLY ON THE BACKS OF THE POOR AND 
THE MIDDLE CLASS. THOSE INCREASES MUST BE FAIR AND EQUITABLE. 
THIS BUDGET ALTERNATIVE RESPECTS THAT FUNDAMENTAL PRINCIPLE. 
 
THIS BUDGET PLAN DOES NOT PLACE AN EXCESSIVE NEW TAX BURDEN 
ON THE BACKS OF MIDDLE-CLASS AMERICANS, WHO ALREADY PAY MORE 
THAN THEIR FAIR SHARE OF TAXES. IT ABANDONS PROPOSALS FOR 
INCREASED TAXES ON HOME HEATING OIL, WHICH WOULD HAVE 
DEALT A DEVASTATING BLOW TO FAMILY BUDGETS IN THE NORTHEAST.  
IT ABANDONS PROPOSALS FOR INCREASED TAXES ON GASOLINE AT A 
TIME WHEN GASOLINE PRICES ARE ALREADY RISING. IT ABANDONS 
DAMAGING NEW TAX LOOPHOLES THAT BROKE FAITH WITH THE 
CONCEPT OF TAX REFORM. AND IT ABANDONS A MEAN-HEARTED 
PROPOSAL TO LIMIT UNEMPLOYMENT BENEFITS. 
 
IN SHORT, THIS BUDGET PROPOSAL, THOUGH NOT PERFECT, IS A 
DRAMATIC IMPROVEMENT OVER THE ONE PROPOSED BY THE PRESIDENT 
AND CONGRESSIONAL LEADERS.  
 
NEVERTHELESS, WE NEED TO DO MORE TO CUT WASTE, FRAUD AND 
ABUSE IN THE FEDERAL GOVERNMENT BEFORE WE RESORT TO HIGHER 
TAXES ON ANY AMERICANS. THE $800 TOILET SEATS AT THE PENTAGON, 
THE INFLUENCE-PEDDLING AT HUD, THE BOONDOGGLE OF FARM 
SUBSIDIES FOR WEALTHY AGRIBUSINESS, AND THE SHAMEFUL SAVINGS 
AND LOAN DEBACLE ARE PROOF THAT WASTE AND FRAUD ARE STILL 



FORCING UP THE COST OF GOVERNMENT. WE HAVE NOT ACTED 
FORCEFULLY OR QUICKLY ENOUGH IN CUTTING OUT WASTE AND FRAUD, 
JAILING CRIMINALS WHO ABUSE THE TAXPAYERS' TRUST, AND USING 
THEIR SEIZED ASSETS TO RECOVER SOME OF THE COSTS OF THESE TRAGIC 
EPISODES. 
 
IN ADDITION, I REMAIN CONVINCED THAT SIGNIFICANT ADDITIONAL 
REDUCTIONS CAN BE MADE IN OUR NATION'S MILITARY BUDGET 
WITHOUT HARMING OUR NATIONAL SECURITY. SUCH SAVINGS COULD BE 
USED TO LESSEN THE IMPACT OF CUTS IN MEDICARE OR TAX INCREASES 
IN THIS PACKAGE. 
 
IN FAILING TO CUT THE MILITARY BUDGET SUBSTANTIALLY, WE ARE 
ABANDONING AN HISTORIC OPPORTUNITY TO REORDER OUR NATION'S 
PRIORITIES IN LIGHT OF THE END OF THE COLD WAR. YESTERDAY, 
MIKHAIL GORBACHEV WAS AWARDED THE NOBEL PEACE PRIZE IN 
RECOGNITION OF THE DRAMATIC CHANGES HE HAS BROUGHT ABOUT IN 
EAST-WEST RELATIONS. BUT TODAY, WE CONTINUE MASSIVE SPENDING 
AS IF THERE HAD NOT BEEN ANY CHANGES IN THE SOVIET UNION AND 
EASTERN EUROPE, SPENDING ON SUCH WASTEFUL WEAPONS SYSTEMS AS 
STAR WARS, THE MX MISSILE, THE TRIDENT II MISSILE, AND OTHERS.  
 
WE MUST REMAIN STRONG, AND WE MUST BE ABLE TO RESPOND 
QUICKLY AND EFFECTIVELY TO REGIONAL CRISIS. BUT NOW IS THE TIME 
TO ACKNOWLEDGE THAT CONTINUED MASSIVE SPENDING ON NUCLEAR 
WEAPONS IS NOT IN OUR NATION'S BEST INTERESTS. NOW IS THE 
TIME TO ACKNOWLEDGE THAT OUR ALLIES MUST BEAR THEIR FAIR 
SHARE OF THE BURDEN OF DEFENDING FREEDOM AROUND THE GLOBE. 
THEY MUST ANTEUP, OR WE WILL GO BELLY UP. 
 
AND ALTHOUGH THE MEDICARE CUTS ARE SIGNIFICANTLY REDUCED IN 
COMPARISON TO THOSE PROPOSED BY THE BUDGET SUMMIT 
AGREEMENT, I STILL FEEL THAT TOO MUCH OF THE BURDEN OF DEFICIT 
REDUTION IS PLACED ON THE BACKS OF THIS NATION'S ELDERLY 
RESIDENTS. WE CANNOT CONTINUE TO PILE COST UPON COST FOR OUR 
NATION'S ELDERLY CITIZENS, AND I OBJECT STRENUOUSLY TO THE FACT 
THAT MEDICARE BENEFICIARIES CONTINUE TO BEAR AN INORDINATE 
SHARE OF THE DEFICIT REDUCTION BURDEN. 
 
FINALLY, I MUST EXPRESS MY OPPOSITION TO THE CUTS IN VETERANS 
BENEFITS WHICH ARE CONTAINED IN THIS BUDGET. OUR NATION'S 
VETERANS, WHO HAVE GIVEN SO MUCH TO PROTECT OUR FREEDOM, 
DESERVE FAIRNESS FROM THE FEDERAL GOVERNMENT. WE SHOULD 
NOT EVEN CONSIDER FURTHER CUTS IN VETERANS ENTITLEMENTS. 
 



I WOULD NOT HAVE DRAFTED A BUDGET PLAN SUCH AS THE ONE THAT 
WAS ARRIVED AT BY CONGRESSIONAL LEADERS AND THE PRESIDENT. 
AND THIS NEW PLAN COULD BE SUBSTANTIALLY IMPROVED AS WELL. 
 
BUT IF WE DO NOT PASS A BUDGET THIS WEEK, WE RISK CATASTROPHIC 
CONSEQUENCES FOR OUR NATION AND FOR OUR ECONOMY. THE RESULT 
WILL BE A SECOND GOVERNMENT SHUTDOWN, FOLLOWED BY MASSIVE 
ACROSS-THE-BOARD SPENDING CUTS IN MOST GOVERNMENT PROGRAMS, 
FROM CRIME PREVENTION AND ANTIDRUG EFFORTS TO SOCIAL SECURITY 
AND MEDICARE *** FROM EDUCATION TO POLLUTION CONTROL *** FROM 
HOUSING TO AIR TRAFFIC CONTROL. THERE IS NO QUESTION THAT THE 
CONSEQUENCES, EVEN IN THE SHORT-TERM, WILL BE DEVASTATING. 
 
BUT THAT WILL ONLY BE THE PRELUDE. FOR IF WE FAIL TO APPROVE A 
DEFICIT REDUCTION PACKAGE, WE WILL HAVE COMMITTED A CRIME 
AGAINST OUR NATION'S ECONOMY. WE WILL HAVE AIDED AND ABETTED 
AN ECONOMIC DOWNTURN. A FRAGILE ECONOMY WILL BE SENT 
INTO A NOSEDIVE. 
 
THERE ARE MOMENTS IN OUR NATION'S HISTORY WHEN ISSUES OF 
OVERRIDING IMPORTANCE ARISE THAT MUST BE ADDRESSED IF WE HOPE 
TO MOVE FORWARD AS A NATION. SUCH IS THE CASE TODAY WITH THE 
FEDERAL DEFICIT. EVEN AS WE SPEAK, THE ECONOMIC STORM CLOUDS 
ARE GATHERING. THE LONG-FEARED RECESSION IS ALREADY A REALITY 
IN MANY PARTS OF THE NATION. IT HAS CERTAINLY HIT MY DISTRICT IN 
NEW YORK, WHERE LAYOFFS ARE MORE AND MORE FREQUENT, AND THE 
DOWNTURN IN THE LOCAL ECONOMY IS AN UNFORTUNATE FACT OF LIFE. 
 
UNLESS THIS CONGRESS AND THIS PRESIDENT CAN APPROVE A 
REASONABLE AND FAIR PLAN TO REDUCE THE DEFICIT, WE WILL NOT 
ONLY RISK A SECOND SHUT- DOWN OF THE FEDERAL GOVERNMENT AND 
THE LOSS OF ESSENTIAL SERVICES THAT OUR CITIZENS TAKE FOR 
GRANTED, BUT WE WILL INVITE A SEVERE ECONOMIC DOWNTURN IN THIS 
NATION IN THE MONTHS AND YEARS AHEAD. 
 
OF COURSE THIS PLAN COULD BE BETTER. OF COURSE SOME AMERICANS 
WILL SUFFER. BUT THE VERY FUTURE OF OUR ECONOMY HANGS IN THE 
BALANCE. IF WE HOPE TO REVITALIZE OUR ECONOMY AND RESTORE OUR 
COMPETITIVENESS AS A NATION *** IF WE HOPE TO ACHIEVE A SECURE 
AND PROSPEROUS FUTURE FOR OURSELVES AND OUR CHILDREN *** 
[*H10290] THEN WE MUST DO WHAT WE KNOW IS RIGHT: WE MUST ACT 
NOW TO REDUCE THE DEFICIT. 
 
TODAY, LET US PUT PARTISAN BICKERING ASIDE AND VOTE FOR THE BEST 
PRODUCT THAT COMPROMISE COULD DEVISE. LET US GET ON WITH THE 
BUSINESS OF DEFICIT REDUCTION, OR REBUILDING OUR ECONOMY, AND 



OF INCREASING OPPORTUNITY FOR ALL AMERICAN CITIZENS. THIS IS NOT 
THE BEST BUDGET WE CAN PRODUCE, BUT IT IS THE BEST YET, AND 
WE HAVE A RESPONSIBILITY TO APPROVE IT. 
 
MR. KENNEDY. MR. CHAIRMAN, I RISE IN SUPPORT OF THE ALTERNATIVE 
DEMOCRATIC BUDGET. TWO WEEKS AGO, THE PRESIDENT ASKED 
AMERICANS TO SUPPORT THE BUDGET SUMMIT AGREEMENT. IT WOULD 
HAVE CUT THE BUDGET DEFICIT BY $500 BILLION OVER 5 YEARS. AND 
HOW WOULD THIS GOAL BE ACHIEVED? BY SPENDING CUTS THAT HURT 
THOSE WITH NO VOICE IN THE BACK ROOMS OF THE WHITE HOUSE: THE 
POOR, THE ELDERLY, THE INFIRM. BY REGRESSIVE MEASURES THAT 
WOULD RAISE THE TAXES OF THE POOR BY 11 PERCENT AND THE MIDDLE 
CLASS BY 3.3 PERCENT, BUT THAT WOULD LEAVE UNTOUCHED THE 
LOWER TAX RATE FOR THE RICH. AND BY GIVING A TRIM INSTEAD OF A 
CREW CUT TO DEFENSE SPENDING. 
 
WELL, AMERICANS ARE A GENEROUS PEOPLE. THEY ARE WILLING TO 
MAKE PERSONAL SACRIFICES FOR THE GOOD OF THEIR COUNTRY. BUT 
THEY ARE NOT NAIVE. THEIR SENSE OF FAIRNESS IS AS GREAT AS THEIR 
SENSE OF PATRIOTIC DUTY. AND ONE THING THEY WILL NOT DO IS BEAR 
THE BURDEN OF DEFICIT REDUCTION WHILE THE MOST PRIVILEGED GET 
OFF SCOT FREE. SO THEY REJECTED THE SUMMIT BUDGET, AND URGED US 
IN CONGRESS TO DO THE SAME. MOST OF US DID, BELIEVING THAT THE 
GOAL OF DEFICIT REDUCTION DOES NOT GIVE US THE RIGHT TO BURDEN 
THOSE WHO ARE ALREADY DOWN. 
 
THE DEMOCRATIC ALTERNATIVE REDUCES THE DEFICIT AS MUCH AS THE 
PRESIDENT WANTS. BUT IT ACHIEVES THE GOAL MORE FAIRLY. 
MEDICARE CUTS ARE REDUCED BY $7 BILLION. OIL AND GAS EXCISE 
TAXES ARE ELIMINATED. AND INCOME TAX RATES FOR THE WEALTHIEST 
AMERICANS ARE MODESTLY INCREASED TO REFLECT THEIR GREATER 
ABILITY TO CONTRIBUTE TO OUR COUNTRY'S PRESSING NEEDS. 
 
THE TIME HAS COME TO END THE BORROW AND SPEND REAGANOMICS 
THAT HAVE ALLOWED THE RICH TO PLAY WHILE THE REST PAY. THE 
DEMOCRATIC BUDGET PUTS A STOP TO TAX GIVEAWAYS FOR THE 
PRIVILEGED, AND MARKS A RETURN TO TAX FAIRNESS. 
 
TWO WEEKS AGO, THE PRESIDENT ASKED AMERICANS TO SUPPORT HIS 
BUDGET. TONIGHT THEY ASKED HIM TO SUPPORT THEIRS. I HOPE HE WILL 
NOT LET THEM DOWN. 
 
MR. FAZIO. MR. CHAIRMAN, I STRONGLY SUPPORT THE DEMOCRATIC 
ALTERNATIVE TO THE OMNIBUS BUDGET RECONCILIATION ACT. 
 



DEMOCRATS HAVE FOUGHT THIS BUDGET BATTLE ON PRINCIPLES, NOT 
POLITICS. IN THE FACE OF REPUBLICAN THREATS, DELAYS AND 
POSTURING, HOUSE DEMOCRATS HAVE COME UP WITH A BUDGET THAT 
STANDS FOR TAX FAIRNESS, NOT TAX RELIEF FOR THE RICH. 
 
THE DEMOCRATIC ALTERNATIVE ACHIEVES REAL DEFICIT REDUCTION 
THAT WILL GET THIS NATION BACK ON THE ROAD TO FISCAL SOUNDNESS. 
IT REPRESENTS THE DEMOCRATS' COMMITMENT TO ENSURING THAT NO 
ONE PARTICULAR GROUP -- WHETHER IT'S WORKING AMERICANS OR 
RETIREES -- SHOULD HAVE TO SHOULDER MORE THAN HIS OR HER FAIR 
SHARE. IT STILL REQUIRES HARD CHOICES AND SACRIFICES FROM ALL 
AMERICANS, BUT IN A MANNER THAT IS EVENHANDED AND EQUITABLE. 
 
THE DEMOCRATIC ALTERNATIVE ALSO REAFFIRMS THE DEMOCRATS' 
COMMITMENT TO ACHIEVE TAX FAIRNESS. BY ELIMINATING THE BUBBLE, 
IT CORRECTS ONE OF THE GREAT INJUSTICES OF OUR TAX SYSTEM, 
WHEREBY WEALTHIER CITIZENS PAY A LOWER MARGINAL RATE THAN 
MIDDLE-INCOME CITIZENS. THE DEMOCRATIC PLAN ASK WEALTHIER 
AMERICANS TO PAY THEIR FAIR SHARE, TO MAKE THE SAME SACRIFICES 
ASKED OF OTHER AMERICANS. 
 
ATTAINING THE LEVEL OF DEFICIT REDUCTION CONTAINED IN THIS 
BUDGET ALTERNATIVE WAS NOT EASY BECAUSE IT CALLS FOR REAL 
SPENDING CUTS AND REVENUE INCREASES. BUT IT ACHIEVES THIS 
DEFICIT REDUCTION FAIRLY IN A WAY THAT WILL ULTIMATELY BENEFIT 
THE NATION AND THE AMERICAN PEOPLE. IT MEANS WE AVERT THE 
SHUTDOWN OF THE GOVERNMENT AND THE DEVASTATING IMPACT OF 
DEEP, ACROSS-THE-BOARD CUTS BROUGHT 
ABOUT BY SEQUESTRATION. 
 
PRESIDENT BUSH QUIPPED TO THE PRESS THAT THE CONGRESS SHOULD 
COME UP WITH A BUDGET. THE CONGRESS HAS PRODUCED ONE WHICH 
MEETS HIS CRITERIA OF $500 BILLION IN DEFICIT REDUCTION THROUGH 
SPENDING CUTS AND TAX INCREASES. WE HAVE A BUDGET; NOW IT IS 
TIME FOR THE PRESIDENT TO SUPPORT THE BUDGET WHICH HE CHIDED US 
TO DEVELOP. WE'VE MADE THE TOUGH CHOICES AND NOW IT'S TIME FOR 
THE PRESIDENT TO JOIN US IN SUPPORTING THIS BALANCED PACKAGE. 
 
THE DEMOCRATIC ALTERNATIVE DEMONSTRATES OUR RESOLVE TO 
REDUCE THE DEFICIT IN A MANNER THAT WILL PASS MUSTER WITH THE 
AMERICAN PEOPLE. THE TIME FOR POSTURING IS GONE. WE HAVE A 
TRULY BALANCED BUDGET BEFORE US WHICH I URGE ALL OF MY 
COLLEAGUES TO SUPPORT. 
 
MR. GEJDENSON. MR. CHAIRMAN, I RISE TODAY TO EXPRESS MY 
UNEQUIVOCAL SUPPORT FOR THE BUDGET AMENDMENT OFFERED BY THE 



DISTINGUISHED CHAIRMAN OF THE WAYS AND MEANS COMMITTEE. I 
HAVE WAITED FOR THIS DAY, WHEN WE FINALLY CONFRONT WHAT HAS 
BEEN SIMMERING FOR A LONG TIME, THE CLEAR DISTINCTION BETWEEN 
THE DEMOCRATIC PARTY'S CALL FOR TAX FAIRNESS AND THE 
REPUBLICANS OBSESSIVE IDEOLOGICAL RIGIDITY IN PRESERVING TAX 
ADVANTAGES FOR THE WEALTHY IN THE NAME OF PRESERVING THE 
SUPPLY SIDE EXPERIMENT. 
 
I STOOD IN THE HOUSE WELL 10 YEARS AGO AND JOINED 95 OTHER FAR-
SIGHTED MEMBERS IN VOTING AGAINST THE SO-CALLED ECONOMIC 
RECOVERY TAX ACT OF 1981. I OPPOSED THE 1981 CUTS BECAUSE I 
BELIEVED IT WOULD LEAD TO A LESS EQUAL SOCIETY, AND IT HAS. IN 
FACT, THIS SINGLE ACT REPRESENTS THE MOST RADICAL 
REDISTRIBUTION OF INCOME AWAY FROM MODERATE INCOME 
HOUSEHOLDS TO THE WEALTHY IN THE NATION'S HISTORY. WE ARE 
HERE TODAY, IN PART, TO BEGIN TO CORRECT THE EXCESSES WHICH THE 
1981 TAX CUTS PUT IN MOTION. BETWEEN 1982 AND 1990, THE 1981 TAX 
CUTS HAVE COST THE FEDERAL TREASURY OVER $1.7 TRILLION, AND 
TODAY WE MUST WAKE-UP EVERY MORNING AND BORROW CLOSE TO 
$700 MILLION FROM OUR WEALTHIEST COMPETITORS JUST TO PAY THE 
INTEREST ON OUR OUTSTANDING DEBT, WHICH HAS TRIPLED SINCE THE 
1981 TAX CUT FRENZY. 
 
THE RESULTS OF THE NATION'S ECONOMY AND FAMILY BUDGETS SPEAK 
FOR THEMSELVES: NINE OUT OF TEN AMERICAN FAMILIES PAID MORE 
FEDERAL TAXES; AVERAGE HOURLY WAGES FOR WORKING MEN AND 
WOMEN FELL 9.3 PERCENT; THE INCOMES OF THE RICHEST 20 PERCENT OF 
AMERICAN FAMILIES GREW EIGHT TIMES FASTER THAN THE INCOME 
GROWTH OF THE REMAINING 80 PERCENT; AN AVERAGE, TWO-PARENT 
FAMILY PAID OUT 23.7 PERCENT OF THEIR $32,000 MEDIAN INCOME IN 1980 
AND 24.1 PERCENT IN 1990; AMERICANS MAKING $182,000 OR MORE SAW 
THEIR FEDERAL TAX BURDEN FALL IN THE SAME TIME PERIOD FROM 
28.9 PERCENT TO 25.7 PERCENT. THIS HAS BEEN THE SAD STORY OF THE 
1980'S ON BUDGET AND TAX POLICIES. 
 
TODAY, WE ARE MOVING FORWARD ON A BUDGET DESIGNED TO ENSURE 
FAIRNESS IN OUR TAX SYSTEM AND AT THE SAME TIME, TO ACHIEVE 
SERIOUS DEFICIT REDUCTION THAT IS SIGNIFICANT AND REAL. WE ARE 
FACING DEFICIT REDUCTION HEAD-ON WITHOUT BURDENING WORKING 
AMERICANS WITH REGRESSIVE TAXES, WITHOUT DRACONIAN CUTS 
WHICH COULD THROW THE ALREADY SLUGGISH ECONOMY INTO A 
RECESSION, AND IN A WAY THAT STILL LEAVES A LARGE PEACE 
DIVIDEND WHICH CAN BE REINVESTED IN MUCH-NEEDED NEW PUBLIC 
INVESTMENT. 
 



THE DEMOCRATIC ALTERNATIVE RECOGNIZES THAT OLDER AMERICANS 
SHOULD NOT BE ASKED TO PAY MORE THAN THEIR FAIR SHARE BY 
PREVENTING SUBSTANTIAL HIKES IN MEDICARE DEDUCTIBLES, 
PREMIUMS, AND COPAYMENTS. COMPARED TO THE ORIGINAL SUMMIT 
AGREEMENT, THE BURDEN ON MEDICARE BENEFICIARIES IS REDUCED BY 
NEARLY ONE-HALF TO TWO-THIRDS. 
 
THE DEMOCRATIC PROPOSAL DROPS GASOLINE EXCISE TAX INCREASES 
AS WELL AS TAXES ON HOME HEATING OIL. IT DELETES THE 
ADMINISTRATION'S MEAN-SPIRITED PLAN TO HAVE A 2- WEEK WAITING 
PERIOD TO COLLECT UNEMPLOYMENT COMPENSATION. TO INCREASE THE 
PROGRESSIVITY OF OUR TAX CODE, THE WAYS AND MEANS ALTERNATIVE 
ELIMINATES THE BUBBLE BY CREATING AN EXPLICIT 33 PERCENT TAX 
RATE BRACKET; INCREASES THE INDIVIDUAL MINIMUM TAX FROM 21 
PERCENT TO 25 PERCENT; IMPOSES A 10- PERCENT SURTAX ON 
INDIVIDUALS WITH TAXABLE INCOMES IN EXCESS OF $1 MILLION; AND 
FINALLY, INCREASES THE HEALTH INSURANCE WAGE CAP UP TO $100,000 
RATHER THAN THE CURRENT CEILING OF $53,000. 
 
THE DEMOCRACTIC ALTERNATIVE PUTS AN END TO THE FALSE NOTION 
THAT ONLY WEALTHY AMERICANS ARE ABLE AND WILLING TO HELP THE 
ECONOMY GROW. I HAVE FAR GREATER CONFIDENCE IN MIDDLE-INCOME 
FAMILIES AND THIS PROPOSAL EMBODIES THAT CONFIDENCE BY 
INCLUDING SAVINGS AND INVESTMENT INCENTIVES TO SMALL 
BUSINESSMEN, FARMERS, AND SMALL INVESTORS WHO TRULY FUEL OUR 
ECONOMY. 
 
THE SINGLE MOST IMPORTANT THING THAT ANY GOVERNMENT OFFICIAL 
CAN DO TO RESTORE PUBLIC CONFIDENCE IS TO PUT GOVERNMENT BACK 
ON THE SIDE OF AVERAGE WORKING FAMILIES IN THIS COUNTRY BY 
SEEING TO IT THAT OUR DEFICIT IS REDUCED QUICKLY AND FAIRLY. 
ENACTMENT OF TODAY'S DEMOCRATIC ALTERNATIVE WILL BE A MAJOR 
STEP FORWARD TO ACHIEVING THIS GOAL. WE WILL BE ABLE TO LOOK 
THE AMERICAN PEOPLE IN THE EYE AND SAY THAT WE HAVE GOVERNED 
RESPONSIBLY AND FAIRLY IN THE NATION'S INTEREST. 
 
MR. FISH. MR. CHAIRMAN, OUR NATION IS TEETERING ON THE BRINK OF 
RECESSION. THE AMERICAN PEOPLE ASK US TO ACT AND ACT NOW TO 
PUT OUR HOUSE IN ORDER. 
 
THE ALTERNATIVE TO OUR PASSING A DEFICIT REDUCTION MEASURE IS 
SEQUESTRATION – A LARGER ACROSS-THE-BOARD CUT WHICH WILL FALL 
HEAVILY ON THE LESS ADVANTAGED. FOR ME THIS IS FAR TOO 
DRACONIAN. 
 



A $500 BILLION DEFICIT REDUCTION PACKAGE IS WHAT WE ALL WANT 
AND WHAT AMERICA NEEDS. IT SHOULD HELP AVOID A RECESSION. WE 
SHOULD EXPECT INTEREST RATES TO COME DOWN WHICH WILL BENEFIT 
ALL AMERICANS. 
 
NO $500 BILLION DEFICIT REDUCTION CAN BE REALIZED WITHOUT 
SACRIFICE. WHAT IS IMPORTANT IS THAT IT BE ACHIEVED FAIRLY AND 
EQUITABLY. 
 
THE AMENDMENT BEFORE US WOULD HELP REDUCE THE DEFICIT BY A 
LUXURY TAX, A NEW TAX RATE ON HIGH INCOME, AND A SURTAX ON THE 
VERY WEALTHY. 
 
IT MEETS OUR OBJECTIVES WITHOUT TOUCHING SOCIAL SECURITY. NO 
CHANGE IS MADE IN TAXES ON GASOLINE OR ON HEATING OIL. 
 
[*H10291] THE HIT ON MEDICARE BENEFICIARIES IS MODEST AND 
WITHOUT ANY LOSS IN BENEFITS. THIS PROPOSAL IS WORTHY OF US. 
 
MR. STUDDS. MR. CHAIRMAN, I RISE IN STRONG SUPPORT OF THE 
DEMOCRATIC ALTERNATIVE TO THE BUDGET RECONCILIATION BILL. 
 
THE DEMOCRATIC PLAN WILL CUT $500 BILLION OFF THE DEFICIT IN 5 
YEARS. IT IS NOT PAINLESS, BUT IT IS FAIRER BY FAR THAN ANY OF THE 
OTHER PROPOSALS THAT HAVE BEEN MADE. THE ALTERNATIVES TO IT 
ARE INACTION -- WHICH IS IRRESPONSIBLE -- OR HUGE CUTS IN MEDICARE 
AND SOCIAL SECURITY -- WHICH ARE UNCONSCIONABLE. 
 
UNLIKE THE SO-CALLED "BUDGET SUMMIT" PROPOSAL ENDORSED BY THE 
PRESIDENT AND WHICH I VOTED AGAINST, THE DEMOCRATIC BILL DOES 
NOT RAISE THE TAXES OF MIDDLE INCOME PEOPLE AND LET THE 
WEALTHY OFF SCOT-FREE; IT DOES NOT CUT MEDICARE AND LET THE 
PENTAGON OFF SCOT-FREE; IT DOES NOT TAX GASOLINE AND HEATING 
OIL, AND LET THE OIL INDUSTRY OFF SCOT-FREE. 
 
INSTEAD, IT PLACES THE PRIMARY BURDEN OF REDUCING THE DEFICIT ON 
THOSE WHO RECEIVED THE GREATEST BENEFITS FROM THE MISPLACED 
PRIORITIES AND MISGUIDED POLICIES OF THE PAST DECADE. UNDER THIS 
PLAN, THAT PRIMARY BURDEN IS PLACED ON THOSE MAKING MORE THAN 
$200,000 A YEAR; UNDER THE SUMMIT PROPOSAL, THAT BURDEN FELL 
MOST HARSHLY ON OLDER AMERICANS AND FAMILIES MAKING BETWEEN 
$20,000 AND $30,000 A YEAR. 
 
IS THIS A PERFECT PROPOSAL? OF COURSE NOT. THE FACT IS THAT OUR 
BUDGET SITUATION IS SO BAD THAT THERE ARE NO EASY ANSWERS, NO 
PAINLESS SOLUTIONS. BUT IF WE'RE EVER DOING TO DIG OURSELVES OUT 



OF THE ECONOMIC HOLE WE'RE IN, WE'VE GOT TO BEGIN BY CUTTING THE 
DEFICIT. 
 
IT IS OBVIOUS FROM THE EVENTS OF THE PAST FEW WEEKS THAT THE 
PRESIDENT HAS NEITHER THE COURAGE NOR A PLAN, TO REDUCE THE 
DEFICIT FAIRLY OR RESPONSIBLY. THOSE REPRESENTING THE 
PRESIDENT'S PARTY IN THIS HOUSE WERE OFFERED A CHANCE TO 
DEVELOP THEIR OWN PROPOSAL; AND THE MAJORITY LOOKED DEEP 
DOWN INTO THEIR OWN SOULS AND CAME UP WITH NOTHING. 
 
LET US NOT FORGET THAT THE PRESIDENT AND THE REPUBLICANS 
ENTERED THE BUDGET NEGOTIATIONS MONTHS AGO WITH A PROPOSAL 
TO REDUCE THE TAXES OF THE RICH, CUT MEDICARE AND SOCIAL 
SECURITY BY $120 BILLION, AND LEAVE DEFENSE SPENDING ALONE. 
 
IN OTHER WORDS, THEY HAVE BEEN ASKING US ALL YEAR TO RESPOND 
TO THE MISTAKES OF THE PAST DECADE BY MAKING THOSE MISTAKES 
ALL OVER AGAIN. 
 
WELL, I THINK THE AMERICAN PEOPLE DESERVE BETTER THAN THAT. 
OLDER AMERICANS DESERVE MORE DIGNITY AND SECURITY THAN THAT. 
TAXPAYERS DESERVE MORE FAIRNESS THAN THAT. AND OUR CHILDREN 
DESERVE MORE BACKBONE AND VISION FROM THEIR LEADERS THAN 
THAT. 
 
A VOTE FOR THE DEMOCRATIC PROPOSAL IS A VOTE TO END ONCE AND 
FOR ALL THE TRICKLEDOWN, VOODOO ECONOMIC, SUPPLY-SIDE, 
REAGAN-BUSH-QUAYLE-SUNUNU, LET-THEM-EATCAKE, HELP THE BIG 
GUY AND TO HECK WITH THE LITTLE GUY ARROGANCE THAT HAS 
BANKRUPTED OUR COUNTRY AND LED US THROUGH A DECADE OF SELF-
INDULGENCE TO THE BRINK OF ECONOMIC CATASTROPHE. 
 
A VOTE FOR THE DEMOCRATIC PLAN IS A VOTE THAT SAYS NO TO 
POLICIES THAT HAVE RESULTED IN THE LARGEST TRANSFER OF WEALTH 
FROM POOR AND MIDDLE-INCOME FAMILIES TO THE RICH IN THE HISTORY 
OF OUR NATION. 
 
A VOTE FOR THE DEMOCRATIC PLAN IS A VOTE TO END THE GUTLESS 
DITHERING AND BLITHERING BOTH IN THE WHITE HOUSE AND ON 
CAPITOL HILL THAT HAS TRANSFORMED AMERICA FROM THE WORLD'S 
LARGEST CREDITOR TO THE WORLD'S LARGEST DEBTOR IN LESS THAN A 
DECADE. 
 
FINALLY, A VOTE FOR THIS BILL IS A VOTE TO TAKE THE FIRST STEP BACK 
FROM ECONOMIC COLLAPSE AND THE FIRST STEP TOWARD ECONOMIC 
RECOVERY. 



 
OUR VOTE TODAY MARKS THE BEGINNING OF WHAT MUST BE A LONG-
TERM STRUGGLE TO REVERSE THE MISTAKES OF THE PAST 10 YEARS; TO 
RECLAIM OUR NATION'S INDEPENDENCE FROM FOREIGN CREDITORS; TO 
REINVEST IN OUR NATION'S FUTURE; TO RESTORE OPTIMISM TO OUR 
YOUNG AND PEACE OF MIND TO OUR OLD; AND TO RECREATE 
THROUGHOUT OUR SYSTEM OF GOVERNMENT THE BASIC SENSE OF 
DECENCY AND FAIR PLAY THAT HAS LONG CHARACTERIZED AMERICAN 
DEMOCRACY. 
 
IF WE TRULY WANT A KINDER, GENTLER AMERICA; NOT TO MENTION A 
MORE SOLVENT AND EQUITABLE AMERICA; WE MUST ADOPT THE 
DEMOCRATIC BUDGET PLAN TODAY. 
 
MR. KANJORSKI. MR. CHAIRMAN, IT HAS CERTAINLY TAKEN A LONG TIME, 
AND WE ARE NOT OUT OF THE WOODS YET BY ANY STRETCH OF THE 
IMAGINATION, BUT AT LAST WE ARE FINALLY OPERATING IN A MORE 
SENSIBLE AND RESPONSIBLE MANNER HERE TODAY.  
 
WE HAVE FINALLY SLAMMED THE DOOR ON THE MISCONCEIVED BUDGET 
SUMMIT APPROACH TO SOLVING OUR DEFICIT PROBLEMS. RATHER THAN 
BEING PRESENTED WITH A TAKE-IT-ORLEAVE- IT PACKAGE THAT GOUGES 
SENIOR CITIZENS, THE UNEMPLOYED, AND LOW AND MIDDLE INCOME 
WORKING FAMILIES, WE HAVE BEFORE US A PROPOSAL THAT INDIVIDUAL 
MEMBERS OF CONGRESS HAVE HAD A HAND IN DRAFTING. 
 
WHILE WE STILL QUARREL OVER SPECIFIC ITEMS IN THIS NEW PLAN, AND 
WHILE I AM SURE THAT THIS PLAN IS NOT EXACTLY WHAT ANY ONE OF 
US WOULD HAVE DRAFTED ON OUR OWN, IT IS NEVERTHELESS A 
PROPOSAL DEVELOPED BY THE CONGRESS AND NOT BY AN OLIGARCHY 
OF THE PRESIDENT AND CONGRESSIONAL LEADERSHIP.  
 
NO LESS IMPORTANT, MR. CHAIRMAN, THE OPTIONS WE HAVE BEFORE US 
TODAY OFFER US A MUCH CLEARER CHOICE ON ONE OF THE MOST 
FUNDAMENTAL PHILOSOPHICAL QUESTIONS BEFORE THIS COUNTRY. ARE 
WE GOING TO CONTINUE THE FAILED POLICIES OF THE 1980'S -- 
THE FAILED POLICIES UNDER WHICH THE WEALTHY HAVE BEEN GIVEN A 
FREE RIDE, THE FAILED POLICIES UNDER WHICH THIS GOVERNMENT HAS 
TOLD THE RICHEST AMERICANS THAT THEY HAVE NO OBLIGATION TO 
FAIRLY SHARE IN THE BURDENS OF ADDRESSING THE NEEDS OF THEIR 
FELLOW CITIZENS AND THE NATION, THE FAILED POLICIES UNDER WHICH 
THE GAP BETWEEN THE WEALTHIEST AND THE POOREST HAS BECOME A 
YAWNING CHASM INTO WHICH MIDDLE INCOME CITIZENS ARE FAST 
DISAPPEARING? 
 



OR, ARE WE INSTEAD GOING TO FINALLY STAND UP AND SAY ENOUGH IS 
ENOUGH? THE COLD, HARD TRUTH IS THAT IN THE 1980'S WE LOST SIGHT 
OF WHAT THIS COUNTRY IS SUPPORTED TO BE ALL ABOUT. SOMEHOW 
TOO MANY PEOPLE FORGOT SOME OF THE MOST IMPORTANT PRINCIPLES 
WE ARE SUPPOSED TO REPRESENT AS A NATION AND AS A SOCIETY. 
 
TODAY, HOWEVER, WE HAVE THE OPPORTUNITY TO RESTORE SOME 
BALANCE TO THE SYSTEM. WE HAVE THE OPPORTUNITY TO TELL THE 
AMERICAN PEOPLE THAT THINGS DO NOT HAVE TO CONTINUE ON THIS 
WAY. 
 
MR. CHAIRMAN, ONCE WE PUT ASIDE ALL OF THE NUMBERS WE HAVE 
BEEN DEBATING, WE ULTIMATELY COME DOWN TO CONFRONTING ONE 
BASIC PHILOSOPHICAL QUESTION. IT IS A QUESTION WE HAVE PUT OFF 
ANSWERING FOR TOO LONG, BUT AT LEAST IT IS NOT TOO LATE. 
 
I KNOW HOW I WILL ANSWER THE QUESTION. I PLAN TO VOTE FOR THE 
DEMOCRATIC ALTERNATIVE TO THE BUDGET. IT IS FAIR, IT GETS THE JOB 
DONE, AND IT TURNS US AWAY FROM THE DISASTROUS PATH OUR 
NATION IS CAREENING DOWN. 
 
HAVING SAID ALL THAT, HOWEVER, I MUST POINT OUT TO MY 
COLLEAGUES, AND PARTICULARLY TO THE AMERICAN PEOPLE, THAT WE 
ARE ALL LIVING IN A FOOL'S PARADISE IF WE THINK THAY ANY OF THESE 
BUDGET PACKAGES ARE REALLY GOING TO BRING THE DEFICIT DOWN AS 
MUCH AS THEY SUGGEST. THEY SIMPLY CANNOT, AND THEY WILL NOT. 
 
ALL THESE PACKAGES ARE BASED ON FUNDAMENTALLY FLAWED 
ECONOMIC ASSUMPTIONS ABOUT WHAT IS GOING TO HAPPEN NEXT YEAR 
AND OVER THE NEXT 5 YEARS. THEY ARE BASED ON UNREALISTICALLY 
OPTIMISTIC ASSUMPTIONS ABOUT INTEREST RATES, UNEMPLOYMENT, 
AND THE FUTURE OF OUR ECONOMY. 
 
I AM CONVINCED THAT OUR ECONOMIC PROBLEMS ARE MORE SERIOUS 
THAN EITHER THE PRESIDENT OR THE LEADERSHIP HAVE 
ACKNOWLEDGED, AND THAT NONE OF THE PROPOSALS WHICH HAVE 
BEEN MADE WILL ACTUALLY REDUCE THE DEFICIT AS MUCH AS THEY 
CLAIM. 
 
I PREDICT THAT IN LESS THAN A YEAR WE WILL BE BACK WHERE WE ARE 
TODAY; CONSIDERING FURTHER LEGISLATION TO CUT THE DEFICIT 
BECAUSE THE RECESSION WE ARE NOW ENTERING HAS PLAYED HAVOC 
WITH OUR ECONOMIC ASSUMPTIONS. 
 
THE PRESIDENT AND THE BUDGET SUMMITEERS PREDICT THAT BUDGET 
CUTS OF THIS MAGNITUDE WILL REDUCE INFLATION FROM 5.2 PERCENT 



IN 1990 TO 4.6 PERCENT IN 1991 AND 2.8 PERCENT IN 1995. THEY FURTHER 
PREDICT THAT THE INTEREST RATE ON 91-DAY TREASURY BILLS WILL 
DROP FROM 7.7 PERCENT THIS YEAR TO 7.2 PERCENT NEXT YEAR AND 
4.2 PERCENT IN 1995, AND THAT REAL GNP GROWTH WILL BE .7 PERCENT 
IN 1990, 1.3 PERCENT IN 1991 AND 3.5 PERCENT IN 1995. 
 
I HAVE A NICE PIECE OF SWAMPLAND IN FLORIDA I WOULD LIKE TO SELL 
TO ANYONE WHO BELIEVES THESE PREDICTIONS ARE ACCURATE. 
 
ONE ONLY HAS TO LOOK AT THE IMPACT OF THE RECENT INCREASE IN 
ENERGY PRICES TO RECOGNIZE THAT THESE ASSUMPTIONS ARE 
UNREALISTIC. IF THE AUGUST INFLATION FIGURES ARE ANY INDICATOR, 
NEXT YEAR'S INFLATION RATE WILL SOUR TO DOUBLE DIGITS, NOT GO 
DOWN. 
 
UNEMPLOYMENT IS ALSO EXPECTED TO INCREASE AS THE RECESSION 
DEEPENS. THIS WILL FURTHER INCREASE SPENDING, DECREASE 
REVENUES, AND INCREASE THE DEFICIT. 
 
THE CONSENSUS OF A BLUE CHIP GROUP OF PRIVATE SECTOR 
ECONOMISTS IS THAT THESE ECONOMIC ASSUMPTIONS FOR 1995 
UNDERESTIMATE INFLATION BY 40 PERCENT, UNDERESTIMATE TREASURY 
INTEREST RATES BY 62 PERCENT, AND OVERESTIMATE REAL GNP 
GROWTH BY 35 PERCENT. 
 
WE ARE KIDDING OURSELVES AND MISLEADING THE AMERICAN PUBLIC IF 
WE DO NOT MAKE IT CRYSTAL CLEAR THAT THE ECONOMIC 
ASSUMPTIONS UNDERPINNING ALL THESE PROPOSALS ARE WHAT WE 
HOPE WILL HAPPEN, BUT NOT NECESSARILY WHAT IS LIKELY TO 
HAPPEN. THE DATA OF THE PRIVATE SECTOR ECONOMISTS SUGGESTS 
THAT THESE WISHES WILL NOT BECOME REALITY. 
 
NONETHELESS, THE FACT THAT THIS AND OTHER BUDGET PACKAGES ARE 
BASED ON ROSY ESTIMATES OF OUR ECONOMIC SITUATION SHOULD NOT 
PARALYZE US. OUR DEFICIT PROBLEMS ARE SO GREAT THAT WE MUST 
START WORK ON THEM TODAY. EVERY DAY WE DELAY ACTING ONLY 
COSTS US HUNDREDS OF MILLIONS OF DOLLARS IN ADDITIONAL 
INTEREST COSTS. FURTHERMORE, EVEN FOR THE FEDERAL GOVERNMENT, 
$500 BILLION IN DEFICIT REDUCTION IS REAL MONEY. 
 
I OUTLINED THE PACKAGE I WOULD HAVE PREFERRED TO HAVE VOTED 
FOR ON OCTOBER 4, 1990, [*H10292] WHEN WE CONSIDERED THE FIRST 
BUDGET SUMMIT PACKAGE. MY PACKAGE WOULD HAVE CUT FOREIGN 
AID AND UNNECESSARY SUBSIDY PROGRAMS MORE, AND WOULD NOT 
HAVE CUT MEDICARE OR UNEMPLOYMENT BENEFITS. MY PACKAGE 



WOULD HAVE IMPOSED TAXES ON THE WINDFALL PROFITS OF THE 
MULTINATIONAL OIL COMPANIES, INSTEAD OF 
MIDDLE-CLASS TAXPAYERS. 
 
THE DEMOCRATIC ALTERNATIVE PACKAGE WE CONSIDER TODAY DOES 
NOT ADOPT ALL OF THE RECOMMENDATIONS I MADE ON OCTOBER 4, 1990. 
BUT IT DOES ADOPT MANY OF THESE RECOMMENDATIONS AND IT IS A 
SUBSTANTIAL IMPROVEMENT OVER THE FIRST SUMMIT PACKAGE 
PREPARED BY THE PRESIDENT AND THE LEADERSHIP. AMONG THE MAJOR 
IMPROVEMENTS OF THE DEMOCRATIC PACKAGE OVER THE EARLIER 
PACKAGE ARE: 
 
THE NEW DEMOCRATIC PACKAGE ELIMINATES THE MAJOR INCREASE IN 
MEDICARE PREMIUMS CONTAINED IN THE PRESIDENT'S ORIGINAL 
BUDGET PACKAGE. IT ALSO REDUCES BY TWOTHIRDS THE INCREASE IN 
THE MEDICARE DEDUCTIBLE. AS A RESULT, THIS PACKAGE, UNLIKE 
THE ONE THE PRESIDENT URGED US TO ADOPT A WEEK AGO, HAS THE 
SUPPORT OF THE NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY 
AND MEDICARE, THE NATIONAL COUNCIL OF SENIOR CITIZENS, THE 
SENIORS COALITION, AND THE SAVE OUR SECURITY COALITION. THE 
AMERICAN ASSOCIATION OF RETIRED PERSONS CALLS THIS "A FAIR AND 
EFFECTIVE PROPOSAL." 
 
THE NEW DEMOCRATIC PACKAGE ELIMINATES THE 2-WEEK WAITING 
PERIOD FOR UNEMPLOYMENT BENEFITS CONTAINED IN THE PRESIDENT'S 
ENDORSED BUDGET PACKAGE. A 2-WEEK WAIT WOULD HAVE BEEN A 
CRUEL TRICK TO PLAY ON THE FAMILIES OF AMERICAN WORKERS WHEN 
WE ARE HEADING INTO A RECESSION. 
 
THE NEW DEMOCRATIC PACKAGE ELIMINATES THE REGRESSIVE 12-CENT-
PER-GALLON INCREASES IN THE GAS TAX AND THE 2-CENT-PER-GALLON 
TAX ON HOME HEATING OIL CONTAINED IN THE PRESIDENT'S ORIGINAL 
SUMMIT PACKAGE. THESE TAX INCREASES WOULD HAVE HIT LOW AND 
MIDDLE INCOME FAMILIES HARDEST. 
 
THE NEW PACKAGE INCREASES TAXES PRIMARILY ON THOSE WHO HAVE 
AN ABILITY TO PAY, RATHER THAN ON AVERAGE WORKING FAMILIES. 
THE PRESIDENT'S ORIGINAL PACKAGE WOULD HAVE TURNED THE TAX 
CODE UPSIDE DOWN. LOW AND MIDDLE INCOME TAXPAYERS WOULD 
HAVE BORN THE BRUNT OF THE TAX INCREASE UNDER THE PRESIDENT'S 
PACKAGE, WHILE THE AFFLUENT WOULD HAVE ESCAPED VIRTUALLY 
SCOT-FREE. THE FOLLOWING CHART DEMONSTRATES HOW MUCH MORE 
PROGRESSIVE THE NEW DEMOCRATIC ALTERNATIVE IS THAN EITHER THE 
PRESIDENT'S ORIGINAL BUDGET PACKAGE OR THE PLAN ADOPTED BY THE 
SENATE FINANCE COMMITTEE: 
 



PERCENT CHANGES IN FEDERAL TAXES BY INCOME 
 
NOTE: This table is divided, and additional information on a particular entry may appear 
on more than one screen. 
 

Adjusted gross income   Less than 10    10 to 20 
(in thousands) 

President's summit plan    7.6     1.9 
Senate Finance     0.0     -2.3 
Committee plan 
House Democratic     -1.3     -1.6 
alternative plan 

Adjusted gross income   20 to 30    30 to 40 
(in thousands) 

President's summit plan    3.3     2.9 
Senate Finance     2.7     2.8 
Committee plan 
House Democratic     1.0     1.0 
alternative plan 

Adjusted gross income   40 to 50    50 to 75 
(in thousands) 

President's summit plan    2.9     1.8 
Senate Finance     2.8     1.9 
Committee plan 
House Democratic     .8     1.4 
alternative plan 

Adjusted gross income   75 to 100    100 to 200 
(in thousands) 

President's summit plan    2.1     1.9 
Senate Finance     2.5     3.5 
Committee plan 
House Democratic     1.5     .7 
alternative plan 

Adjusted gross income   Over 200 
(in thousands) 

President's summit plan    1.7 
Senate Finance     3.7 
Committee plan 
House Democratic     7.4 
alternative plan 
 
Source: Joint Committee on Taxation. 
 
THE NEW DEMOCRATIC PACKAGE ELIMINATES A LOOPHOLE IN THE 
EXISTING TAX CODE KNOWN AS "THE BUBBLE" WHICH ENABLES 



TAXPAYERS EARNING OVER $150,000 TO PAY A LOWER EFFECTIVE TAX 
RATE THAN TAXPAYERS EARNING UNDER $150,000. 
 
THE NEW DEMOCRATIC PACKAGE REDUCES THE INCREASE IN TAXES ON 
ALCOHOLIC BEVERAGES, WHICH ARE ALSO REGRESSIVE. 
 
THE NEW DEMOCRATIC PACKAGE TARGETS CAPITAL GAINS TAX RELIEF 
TO MIDDLE-INCOME FAMILIES AND SMALL BUSINESSES. EVERY 
TAXPAYER WOULD BE ALLOWED A LIFETIME EXCLUSION OF 50 PERCENT 
OF THE FIRST $200,000 IN CAPITAL GAINS ON FARMS, HOMES, AND SMALL 
BUSINESSES. IN OTHER WORDS, IF AN INDIVIDUAL PURCHASED A HOME, 
FARM OR SMALL BUSINESS FOR $50,000 AND LATER SOLD IT FOR $250,000 -- 
A 500-PERCENT INCREASE -- THEY WOULD PAY TAXES ON ONLY $100,000 
OF THEIR CAPITAL GAIN, INSTEAD OF THE FULL $200,000 AGAIN. IN 
ADDITION, IN ORDER TO ENCOURAGE INVESTMENT IN OUR ECONOMY, 
TAXPAYERS WOULD BE ALLOWED TO EXCLUDE THE FIRST $1,000 IN 
CAPITAL GAINS ON STOCK THEY EARNED EACH YEAR. THE PRESIDENT'S 
ORIGINAL PLAN WOULD HAVE TARGETED CAPITAL GAINS TAX RELIEF TO 
THE RICHEST 2 PERCENT OF AMERICANS, THE DEMOCRATIC ALTERNATIVE 
TARGETS IT TO AVERAGE FAMILIES, FARMERS, AND SMALL BUSINESSES. 
 
MR. CHAIRMAN, LIKE MOST AMERICANS, I WISH IT WAS POSSIBLE TO 
ADOPT A BUDGET PACKAGE WHICH DID NOT RAISE ANY NEW REVENUES. 
UNFORTUNATELY, OUR DEFICIT PROBLEM IS SO SERIOUS TODAY THAT IT 
IS SIMPLY NOT POSSIBLE TO ACHIEVE THIS LEVEL OF DEFICIT REDUCTION 
WITHOUT EITHER REVENUE INCREASES OR CUTS IN PROGRAMS LIKE 
SOCIAL SECURITY WHICH THE AMERICAN PEOPLE DO NOT WANT. 
 
SOME OF MY CONSTITUENTS HAVE ASKED ME, "WHY CAN'T WE CUT 
FOREIGN AID?" I BELIEVE WE CAN CUT FOREIGN AID, I HAVE VOTED TO 
CUT FOREIGN AID, AND I HAVE LED THE EFFORT IN THE CONGRESS TO 
ELIMINATE THE DUPLICATIVE AND UNNECESSARY FOREIGN AID 
BUREAUCRACY KNOWN AS THE NATIONAL ENDOWMENT FOR 
DEMOCRACY.  
 
THE SIMPLE FACT IS THAT THE PRESIDENT HAS REPEATEDLY ASKED THE 
CONGRESS TO INCREASE, RATHER THAN DECREASE, SPENDING FOR 
FOREIGN AID. MOST RECENTLY HE ASKED US TO FORGIVE OVER $7 
BILLION IN LOANS TO EGYPT. EVEN MORE IMPORTANTLY, HOWEVER, 
EVEN IF WE ELIMINATED ALL FOREIGN AID SPENDING THAT WOULD ONLY 
REDUCE THE DEFICIT BY ABOUT ONE-FIFTH OF THE AMOUNT OF THIS 
ALTERNATIVE PACKAGE. FOREIGN AID CAN AND SHOULD BE CUT, BUT IT 
IS STILL ONLYA DROP IN THE BUCKET OF WHAT WE 
MUST CUT. 
 



MR. CHAIRMAN, THE MESSAGE OF THE LAST SEVERAL WEEKS IS CLEAR. 
THE AMERICAN PEOPLE ARE MAD, THEY ARE DISGUSTED THAT THE 
CONGRESS AND THE PRESIDENT CANNOT GET THEIR ACTS TOGETHER 
AND SOLVE THIS PROBLEM, AND THEY ARE LOSING FAITH IN THEIR 
SYSTEM OF GOVERNMENT. 
 
FRANKLY, THEY HAVE A RIGHT TO BE UPSET. THEY HAVE A RIGHT TO BE 
ANGRY AT A PRESIDENT WHO GOES OFF CAMPAIGNING WHEN HE SHOULD 
BE HERE IN WASHINGTON USING HIS LEADERSHIP TO HELP FORGE A 
BUDGET AGREEMENT. 
 
THEY HAVE A RIGHT TO BE ANGRY AT AT PRESIDENT WHO PROFESSES TO 
BE FOR A BALANCED BUDGET BUT WHO, ALONG WITH HIS PREDECESSOR, 
FAILED FOR MORE THAN 10 STRAIGHT YEARS TO ACTUALLY SEND A 
BALANCED BUDGET TO THE CONGRESS, AND WHO FAILED TO SEND HIS 
PROPOSED BUDGET TO THE CONGRESS ON TIME. 
 
THEY ALSO HAVE A RIGHT TO BE ANGRY AT A CONGRESS WHICH 
ALLOWED ITSELF TO BE BAMBOOZLED INTO TURNING OVER ITS 
CONSTITUTIONAL RESPONSIBILITIES TO A SECRET GROUP OF BUDGET 
SUMMITEERS. THAT IS WHY THE PRESIDENT'S BUDGET SUMMIT FAILED, 
WHY ITS RECOMMENDATIONS WERE REJECTED BY THE CONGRESS AND 
THE PUBLIC. 
 
THEY HAVE A RIGHT TO BE ANGRY AT A CONGRESS WHICH DOES NOT ACT 
ON APPROPRIATIONS BILLS ON TIME. WHILE THE HOUSE PASSED 10 OF 
THE 13 REGULAR APPROPRIATIONS BILLS MORE THAN 3 MONTHS BEFORE 
THE START OF THE NEW FISCAL YEAR, THE SENATE HAD NOT PASSED ANY 
BY THAT DATE AND EVEN BY THE START OF THE FISCAL YEAR IT HAD 
ONLY PASSED 4 OF THE 13 BILLS. 
 
THEY HAVE A RIGHT TO BE ANGRY AT A PRESIDENT WHO CONTINUES TO 
RELY ON "BLUE SMOKE AND MIRROR" ACCOUNTING GIMMICKS AND WHO 
CHANGES HIS POSITION ON THE BUDGET MORE OFTEN THAN HE CHANGES 
HIS CLOTHES. 
 
THEY HAVE A RIGHT TO BE ANGRY AT A CONGRESS THAT SEEMS TO BE 
ENDLESSLY TIED UP IN PARTISAN WRANGLING THAT FAILS TO CONFRONT 
OUR PROBLEMS HEAD ON. 
 
THEY HAVE A RIGHT TO BE ANGRY AT A PRESIDENT WHO CONTINUES TO 
PRESS FOR TAX CUTS FOR THE AFFLUENT WHILE SUBSTANTIALLY 
RAISING TAXES FOR WORKING FAMILIES AND SLASHING MEDICARE BY 
$60 BILLION. 
 



THEY HAVE A RIGHT TO BE ANGRY AT A PRESIDENT WHO WASTES 
MILLIONS OF DOLLARS BY ORDERING A FOOLISH WEEKEND SHUTDOWN 
OF THE FEDERAL GOVERNMENT. 
 
THEY HAVE A RIGHT TO BE ANGRY AT HOUSE REPUBLICANS WHO 
CANNOT DECIDE WHAT THEY ARE FOR. THEY WILL NOT SUPPORT THE 
PRESIDENT'S BUDGET. THEY WILL NOT SUPPORT THE DEMOCRATIC 
ALTERNATIVE, AND THEY CANNOT AGREE ON THEIR OWN PROPOSAL TO 
REDUCE  THE DEFICIT BY $500 BILLION OVER 5 YEARS. THEY ARE THE 
"ABOMINABLE NO MEN" WHO ARE AGAINST EVERYTHING AND FOR 
NOTHING. EVEN THE SENATE REPUBLICANS WERE ABLE TO DRAFT A 
BUDGET PACKAGE. 
 
BUT MR. CHAIRMAN, THE AMERICAN PEOPLE ARE NOT INTERESTED IN 
PLAYING, "THE BLAME GAME." THEY WANT A BUDGET AND A DEFICIT 
REDUCTION PACKAGE, AND THEY WANT THEM NOW. 
 
THEY DESERVE A BUDGET, AND THEY DESERVE IT NOW, AND THAT IS 
WHY I WILL SUPPORT THIS PACKAGE. EVEN THOUGH IT IS NOT PERFECT, 
AND EVEN THOUGH IT DOES NOT DO EVERYTHING I WOULD LIKE, IT IS 
NONETHELESS, VASTLY FAIRER THAN ANY OF THE ALTERNATIVES AND IT 
DESERVES OUR SUPPORT. 
 
MR. CHAIRMAN, WE LIVE IN A DEMOCRACY AND THE PROCESS OF 
DEMOCRACY REQUIRES COMPROMISE. EVEN MORE IMPORTANTLY, 
HOWEVER, IT REQUIRES THAT WE GOVERN. 
 
WE CANNOT STICK OUR HEADS IN THE SAND. WE CANNOT IGNORE WHAT 
OTHERS WANT. WE CANNOT SHIRK OUR RESPONSIBILITIES. WE MUST 
EXERCISE LEADERSHIP. WE MUST MAKE THE TOUGH CHOICES. WE MUST 
COMPROMISE, AND WE MUST GOVERN. THIS IS TRUE FOR BOTH THE 
PRESIDENT AND THE CONGRESS. 
 
THIS BILL MAKES THOSE CHOICES AND LIVES UP TO THOSE 
RESPONSIBILITIES. IT MAY NOT BE PERFECT BUT IT IS BY FAR THE BEST 
PROPOSAL WE HAVE SEEN ALL YEAR. 
 
IT DESERVES OUR SUPPORT SO THAT WE CAN PUT AN END TO THE CHAOS 
WHICH HAS SURROUNDED OUR BUDGET PROCESS. 
 
MR. GREEN OF NEW YORK. MR. CHAIRMAN, I RISE TODAY TO EXPRESS MY 
DEEP CONCERN THAT THE PROPOSED ROSTENKOWSKI II BUDGET 
RECONCILIATION PACKAGE FAILS TO DO THE JOB THAT WE, IN CONGRESS, 
HAD HOPED TO DO. THE PACKAGE DOES MAKE THE NECESSARY FEDERAL 
DEFICIT CUTS, BUT IT DOES SO AT THE EXPENSE OF THOSE LEAST ABLE TO 
FOOT THE BILL. 



TO BEGIN WITH, A SIGNIFICANT YET LITTLE-NOTICED PROVISION OF THE 
ROSTENKOWSKI PACKAGE WOULD DROP THE INDEXING OF "BRACKETS" -- 
THE POINT AT WHICH ONE MOVES FROM THE 0-PERCENT BRACKET TO THE 
15-PERCENT BRACKET, FROM THE 15-PERCENT BRACKET TO THE 28 
PERCENT BRACKET, ET-CETERA -- FOR 1 YEAR. UNDER INDEXING, THE 
BRACKETS ARE ADJUSTED UPWARD EACH YEAR BY AN AMOUNT [*H10293] 
EQUAL TO THE INCREASE IN THE CONSUMER PRICE INDEX. THE PURPOSE 
IS TO PREVENT LOWER INCOME HOUSEHOLDS FROM BEING THRUST BY 
INFLATION INTO THE 15-PERCENT BRACKET INTENDED FOR MIDDLE 
INCOME TAXPAYERS, AND SIMILARLY TO PREVENT MODERATE INCOME 
TAXPAYERS FROM BEING THRUST INTO THE BRACKETS INTENDED FOR 
HIGHER INCOME TAXPAYERS. 
 
DROPPING THE INDEXING OF BRACKETS, UPON FIRST GLANCE, MIGHT BE 
THOUGHT TO ELIMINATE WORKING PEOPLES' TAX CUSHION AGAINST 
INFLATION ONLY FOR 1 YEAR. IN FACT, IT DOES MUCH MORE THAN THAT. 
INDEED, PERHAPS THE MOST EGREGIOUS ELEMENT OF DROPPING 
BRACKET INDEXING IS ITS PERMANENCE. LIKE THE SUSPENSION OF A 
COST-OFLIVING- ADJUSTMENT [COLA] INCREASE, THE EFFECT IS 
EVERLASTING. IF A SENIOR CITIZEN, FOR EXAMPLE, FAILED TO RECEIVE 
HIS 5 PERCENT COLA THIS YEAR, EVEN THOUGH HIS LIVING COSTS 
INCREASED BY 5 PERCENT, NEXT YEAR, WHEN THE COLA WAS RESUMED, 
HIS TOTAL INCOME STILL WOULD REMAIN BELOW THE ADJUSTED 
INFLATIONARY LEVEL. SIMILARLY EVEN IF INDEXING SHOULD BE 
RESTORED A YEAR FROM NOW, THE BRACKETS WOULD FOREVER BE 
SOME 5 PERCENT BELOW WHERE THEY SHOULD BE. ALTHOUGH THE 
ROSTENKOWSKI PLAN IS BILLED AS A "SOAK THE RICH" PROGRAM, ITS 
SUSPENSION OF INDEXING OF THE BRACKETS IS AIMED STRAIGHT AT LOW 
AND MODERATE INCOME TAXPAYERS FOREVER. 
 
ONCE THE DEMOCRATIC PARTY STARTS DOWN THE PRIMROSE PATH OF 
OMITTING INDEXING, THE DAYS OF INDEXING ARE CLEARLY NUMBERED. 
OBVIOUSLY, THE DEMOCRATS WOULD LOVE TO ELIMINATE INDEXING 
AND ALLOW INFLATION TO RAISE TAXES WITHOUT THEIR HAVING TO 
VOTE FOR IT. 
 
EQUALLY DISCONCERTING TO ME IS THE ROSTENKOWSKI PLAN'S FAILURE 
TO INCLUDE A FEDERAL TAX INCREASE ON GASOLINE PRICES PAID AT 
THE PUMP. FOR 10 YEARS, I HAVE SUPPORTED SUCH AN INCREASE FOR A 
VARIETY OF REASONS. FIRST, AN INCREASE IN THE FEDERAL TAX ON 
GASOLINE WOULD BE GOOD ENERGY CONSERVATION POLICY. THE 
CURRENT SITUATION IN THE MIDDLE EAST DEMONSTRATES JUST HOW 
IMPORTANT IT IS FOR THE UNITED STATES TO HAVE IN PLACE AN ENERGY 
CONSERVATION POLICY. HIGHER GASOLINE PRICES WILL DISCOURAGE 
PEOPLE FROM TAKING UNNECESSARY ROAD TRIPS AND WILL 
ENCOURAGE THEM INSTEAD TO DRIVE THEIR CARS PRUDENTLY. 



ALTHOUGH AN INCREASE IN THE FEDERAL GAS TAX IS ONLY A PARTIAL 
SOLUTION TO OUR PROBLEM, IT IS A STEP IN THE RIGHT DIRECTION. 
SECOND, AN INCREASE IN THE FEDERAL TAX ON GASOLINE IS GOOD 
ENVIRONMENTAL POLICY. FEWER AUTOMOBLES SPEWING FEWER 
POLLUTANTS INTO OUR AIR MEANS CLEANER AIR. 
 
IT IS FOR THOSE REASON, MR. CHAIRMAN, THAT I REGRETFULLY MUST 
OPPOSE THE ROSTENKOWSKI II BUDGET RECONCILIATION PACKAGE. 
 
MRS. LLOYD. MR. CHAIRMAN, I RISE IN FAVOR OF THE ALTERNATIVE 
OFFERED BY CHAIRMAN ROSTENKOWSKI ON BEHALF OF THE WAYS AND 
MEANS COMMITTEE, TO THE OMNIBUS RECONCILIATION ACT. 
 
THIS LEGISLATION IS NECESSARY TO IMPLEMENT THE SAVINGS IN DIRECT 
SPENDING PROGRAMS AND REVENUE INCREASES CALLED FOR BY THE 
PRESIDENT AND CONGRESSIONAL LEADERS CONTAINED IN THE BUDGET 
RESOLUTION RECENTLY ADOPTED BY THE HOUSE AND SENATE. THE 
TOTAL DOLLAR AMOUNTS FOR SPENDING REDUCTIONS AND REVENUE 
INCREASES HAVE ALREADY BEEN AGREED UPON -- ITS NOW OUR JOB TO 
SEE THAT THE BURDEN OF DEFICIT REDUCTION IS DISTRIBUTED AS 
FAIRLY AND EQUITABLY AS POSSIBLE AMONG ALL AMERICANS. I 
SUPPORT THE ROSTENKOWSKI ALTERNATIVE, AS A SUBSTITUTE FOR THE 
TAX AND MEDICARE PROVISIONS OF THE BILL, BECAUSE IT FITS THIS 
CRITERIA. 
 
I KNOW THIS AGREEMENT IS NOT PERFECT, BUT I FEEL THE PROCESS 
SHOULD MOVE FORWARD. IF WE DO NOT ENACT A RESPONSIBLE DEFICIT 
REDUCTION PACKAGE, THE CONSEQUENCES WILL BE FAR WORSE FOR THE 
NATION. ACROSS-THE-BOARD SPENDING CUTS ARE ONCE AGAIN LOOMING 
ON THE HORIZON AND WILL OCCUR SHOULD A SOUND DEFICIT 
REDUCTION PACKAGE NOT BE PUT IN PLACE. 
 
EQUITY AND FAIRNESS ARE THE HALLMARKS OF THE ROSTENKOWSKI 
ALTERNATIVE. IT PROVIDES SUBSTANTIVE DEFICIT REDUCTION, $500 
BILLION OVER THE NEXT 5 YEARS, BUT DOES SO IN A FAIR MANNER -- 
PARTICULARLY TO MIDDLE INCOME AMERICANS. IT PROVIDES 
A GOOD STIMULUS FOR ECONOMIC GROWTH AND SIGNIFICANTLY 
IMPROVES ON THE BUDGETSUMMIT AGREEMENT IN MANY WAYS. 
 
THE MEDICARE DEDUCTIBLE INCREASE IS REDUCED BY ALMOST TWO-
THIRDS, FROM $28 BILLION TO $10 BILLION -- KEEPING FAITH WITH OLDER 
AND DISABLED AMERICANS. 
 
SEVERAL REVENUE PROVISIONS ARE DROPPED ENTIRELY, INCLUDING THE 
INCREASE IN THE GAS TAX, THE NEW TAX ON PETROLEUM FUELS, THE 
EXTENSION OF THE MEDICARE PAYROLL TAX TO ADDITIONAL STATE AND 



LOCAL GOVERNMENT EMPLOYEES, THE LIMITATION ON ITEMIZED 
DEDUCTIONS, THE INCREASE IN RAILROAD TIER II TAXES AND THE 2 
WEEK WAITING PERIOD FOR UNEMPLOYMENT BENEFITS. 
 
PROVISIONS ARE PROVIDED DESIGNED TO RAISE REVENUE IN A MORE 
PROGRESSIVE MANNER, INCLUDING ELIMINATION OF THE BUBBLE IN THE 
TAX CODE, CREATION OF A 10- PERCENT SURTAX ON INCOME ABOVE $1 
MILLION, INCREASES IN THE MINIMUM TAX RATE AND IN THE AMOUNT OF 
SALARY SUBJECT TO THE MEDICARE PAYROLL TAX, AND A 1-YEAR DELAY 
IN TAX INDEXATION. 
 
A LIMITED TAX BREAK FOR CAPITAL GAINS IS PROVIDED, ALLOWING 
TAXPAYERS TO EXCLUDE UP TO $100,000 IN CAPITAL GAINS OVER THEIR 
LIFETIME. 
 
THE EARNED INCOME TAX CREDIT FOR THE WORKING POOR IS INCREASED 
– THE REFUNDABLE TAX CREDIT PRESENTLY AVAILABLE TO LOW-INCOME 
WORKING FAMILIES WITH DEPENDENT CHILDREN. 
 
THE ROSTENKOWSKI ALTERNATIVE REPRESENTS TAX FAIRNESS AND 
REAL DEFICIT REDUCTION AND WILL MOVE OUR NATION TOWARD A 
SOLID, GROWTH-ORIENTED ECONOMIC TRACK. IT IS A COMPREHENSIVE 
AND RESPONSIBLE PACKAGE WHICH PROVIDES SAVINGS AND 
INVESTMENT INCENTIVES TO THE SMALL BUSINESSMEN, FARMERS, AND 
SMALL INVESTORS WHO ARE THE BACKBONE OF OUR ECONOMY. ITS 
ENACTMENT WILL BE A MAJOR STEP FORWARD FOR OUR NATION, 
RESTORING FAIRNESS TO OUR TAX CODE AND CONFIDENCE ABROAD. 
 
I URGE ITS ADOPTION. 
 
MR. GUARINI. MR. CHAIRMAN, THE HOUSE DEMOCRATIC BUDGET 
PROPOSAL REPESENTS A GREAT IMPROVEMENT OVER PRESIDENT BUSH'S 
PLAN TO DEAL WITH THE DEFICIT. IT IS NOT A PERFECT PACKAGE, BUT IT 
REDUCES GOVERNMENT SPENDING BY OVER $300 BILLION, IS MORE FAIR 
TO OUR SENIORS, AND ACTUALLY CUTS TAXES ON PEOPLE EARNING 
UNDER $20,000 PER YEAR. IT DOES NOT INCREASE THE GAS TAX HOME 
HEATING OIL AND REJECTS ANY LIMITATIONS ON DEDUCTIONS FOR 
STATE AND LOCAL TAXES, CHARITABLE CONTRIBUTIONS, AND HOME 
MORTGAGE PAYMENTS. IT IS THE BEST PLAN WE CAN HOPE FOR 
AT THIS TIME, AND IT WILL MAKE REAL INROADS ON THE DEFICIT. 
 
PRESIDENT BUSH SUPPORTS INCREASED TAXES. HE HAS SAID SO. THE 
QUESTION NOW BECOMES WHO WILL PAY THEM, LOWER AND MIDDLE 
CLASS PEOPLE OR THE RICH. UNDER THE DEMOCRATIC PLAN, THOSE 
MAKING UNDER $20,000 PER YEAR ACTUALLY RECEIVE A TAX CUT. 



ONLY THOSE MAKING OVER $200,000 PER YEAR ARE ASKED TO PAY 
SUBSTANTIALLY MORE BUT SURELY THEY CAN AFFORD IT. CONTRAST 
THIS WITH THE PRESIDENT'S PLAN WHICH WOULD RAISE TAXES THE MOST 
ON THOSE MAKING UNDER $10,000 PER YEAR AND THE LEAST ON 
THOSE MAKING OVER $200,000. 
 
THE DEMOCRATIC PLAN ELIMINATES COMPLETELY THE GASOLINE TAX 
INCREASE THE PRESIDENT WANTS. THE PRESIDENT WOULD INCREASE GAS 
TAXES BY 0.12 CENTS PER GALLON. THE DEMOCRATIC PLAN ZERO. 
 
THE DEMOCRATIC PLAN ALSO REJECTS THE OBNOXIOUS TAX ON HOME 
HEATING OIL PROPOSED IN THE ORIGINAL BUDGET SUMMIT AGREEMENT. 
 
MEDICARE CUTS ARE REDUCED BY OVER $17 BILLION IN THE HOUSE 
DEMOCRATIC PLAN, AND ALL OF THESE SAVINGS GO TO BENEFICIARIES. 
 
THE DEMOCRATIC PLAN ALSO ELIMINATES THE PRESIDENT'S PROPOSAL 
TO LIMIT INDIVIDUAL DEDUCTIONS FOR STATE AND LOCAL TAXES, 
MORTGAGE INTEREST PAYMENTS, AND CHARITABLE DEDUCTIONS. SUCH 
LIMITS WOULD DAMAGE A HIGH-COST, HIGH-TAX STATE LIKE NEW 
JERSEY VERY MUCH, AS WELL AS HAMPER THE ABILITY OF CHARITIES TO 
RAISE MONEY. IT WOULD BE A VERY DANGEROUS PRECEDENT, AND THE 
DEMOCRATIC BILL QUITE PROPERLY FAILS TO EMBRACE IT. 
 
THE DEMOCRATIC PLAN IS NOT PERFECT. THERE SHOULD BE EVEN 
DEEPER CUTS IN SPENDING ON DEFENSE WEAPONRY, SUCH AS THE 
STEALTH BOMBER, AND MORE EMPHASIS SHOULD HAVE BEEN PLACED ON 
ECONOMIC GROWTH AND CAPITAL FORMATION INCENTIVES. WE 
CANNOT FORGET THAT IMPORTANT AS IT IS TO BRING DOWN THE DEFICIT, 
IT IS ALSO VITALLY IMPORTANT HOW WE GO ABOUT DOING SO. 
 
DESPITE THESE RESERVATIONS, IT IS ESSENTIAL THAT WE BEGIN GETTING 
THE DEFICIT DOWN AND MOVE THE PROCESS FORWARD. WE ARE ON THE 
VERGE OF FISCAL IMPLOSION, AND CANNOT JUST IGNORE THIS DEFICIT 
ANY LONGER. THE DEMOCRATIC PLAN PROVIDES $500 BILLION IN DEFICIT 
REDUCTION. THE DIFFERENCE BETWEEN IT AND THE PRESIDENT'S 
PROPOSALS IS FAIRNESS IN WHERE THE CUTS ARE MADE. THAT IS WHY I 
SUPPORT IT. 
 
IF CONGRESS AND THE PRESIDENT ENACT SUCH A FAIR AND CREDIBLE 
DEFICIT REDUCTION PLAN, IT WILL SEND A STRONG MESSAGE TO THE 
FEDERAL RESERVE TO QUICKLY MOVE TO BRING INTEREST RATES DOWN 
IN ORDER TO KEEP THE ECONOMY MOVING FORWARD. 
 
Mr. RANGEL. Mr. Chairman, I make the point of order that a quorum is not present. 
 



The CHAIRMAN. Evidently a quorum is not present. 
 
Members will record their presence by electronic device. 
 
The call was taken by electronic device. 
 
The following Members responded to their names: 
 
(See Roll No. 473 in the ROLL segment.) 
 
[*H10294] The CHAIRMAN. Four hundred four Members have answered to their 
names, a quorum is present, and the Committee will resume its business. 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield 5 minutes to the gentleman from Missouri 
[Mr. Gephardt], the distinguished majority leader. 
 
Mr. GEPHARDT. Mr. Chairman, I think today is a very important day and I think this 
vote is a very important vote. This is a vote on which we can begin to turn the corner on 
the deficit problem that has bedeviled our country in the last 10 years, and especially in 
the last 12 months. It is a day when we can begin to rebuild the trust of the American 
people that we as an institution, as Representatives, have the ability to address this 
problem head-on and do something about it that is solid, do something about it that is 
fair, do something about it that is right. 
 
The change began 5 months ago when our President said that we needed a budget 
summit. I admire what he said. It took courage. 
 
He said the problem cannot be solved by inaction. 
 
He said we need an agreement that will erase this problem for 5 years to come, and he 
said that we need to work together to get rid of the problem. We are not going to grow 
our way out of it. It is not going to evaporate because of some supply side theory. We 
have got to get together to do something about it. 
 
Then in July, he said there have to be spending cuts, tax revenue increases, growth 
initiatives, and enforcement measures to make it stick. That was hard for the President to 
do. He had to go back on his "read my lips" statement at the Republican Convention, but 
he did, I am sure, because he believed it was the right thing for the country to do. 
 
The bipartisan leadership, Republican and Democrat, said, "We agree. We ought to do all 
of those things to solve the deficit problem." 
 
So the question tonight is not whether we need a plan of $500 billion, not whether there 
will be spending cuts and revenue increases. The question is, who will pay? 
 



I was at home over the weekend. People were angry about the budget summit deal. One 
man came up to me and he said, "Here we go again. We in the middle class pay and the 
rich play." 
 
Another woman came up to me and she said, "You know, we are going to have to pay the 
beer tax and the cigarette tax and the gasoline tax, and you are here to tell me that people 
who earn $200,000 a year aren't going to have a larger increase in their taxes?" 
 
You bet people are angry. The middle class is angry, and it is not envy. It is not class 
warfare. In this great country, everybody has always believed that if you work hard you 
can get ahead, but they have also believed that everybody has got to pay their fair share. 
 
Jack Kennedy said it right when he said, "To those to whom much is given, much is 
expected." The American people believe that, and the plan that Chairman Rostenkowski 
has given us enacts that. It says that people at the top should have the highest rate. Does 
that not make sense? Is that not just common sense, that people at the top should have the 
highest rate? 
 
His plan says that millionaires, people who have a million dollars in taxable income after 
the itemized deductions are taken out and after all the adjustments, should have a 10-
percent surtax. That just adds another 2 1/2 percent to their overall rate. I think it makes 
sense. 
 
So tonight, Mr. Chairman and ladies and gentlemen, we have a chance to do what is right, 
to do a $500 billion package, to make it a fair package that asks everybody in proportion 
to what they made to pay what they can and should pay. 
 
I had a friend of mine call me the other day, in fact yesterday, one of the wealthiest 
people in the country. You would all know his name. He said, "Dick, I am embarrassed 
that you are not asking me and those like me to pay my fair share. I am ready to do it." 
 
The Rostenkowski plan asks him to do it. He should be asked to do it, and I ask for your 
vote tonight for what is right and fair and solid and will put this country in the right 
direction. 
 
Mr. ARCHER. Mr. Chairman, I yield the balance of my time to the gentleman from 
Michigan [Mr. Vander Jagt]. 
 
(Mr. VANDER JAGT asked and was given permission to revise and extend his remarks.) 
 
Mr. VANDER JAGT. Mr. Chairman, there is an old Biblical saying that "by their stripes 
you shall know them." 
 
Well, by their budget reconciliation packages, you really get to know them. The 
Democrat package returns Democrats to your roots of tax and spend, with which you are 
comfortable. 



Our Republican package returns all of us to our roots, $400 billion in deficit reduction 
with no new taxes. That is so appealing that the Democrat majority [*H10295] did not 
even dare let us bring it to the floor for a vote. It contains real budget reform, and their is 
not a person in this Chamber who looks at this mess who does not know that we need real 
budget reform. 
 
By tougher enforcement through not having the Rules Committee waive the Budget Act 
or enhance rescission authority, we make sure that the spending cut promises are kept for 
the first time. 
 
It is very interesting to note that in the 58 times the Rules Committee this year has 
waived the budget to increase taxes, they could not waive it once for a tax reduction. 
 
Spending too much is what got us into the mess we are in, not insufficient tax revenues. 
During the decade of the 1980's, taxes paid by the American people more than doubled. 
Dollars spent by a Democrat Congress went up even faster than that. Except for defense, 
a Democrat Congress has never met a spending program it did not like. 
 
And so a $400 billion deficit reduction program that is enforceable does you a heck of a 
lot more good than a $500 billion program that is not enforceable and never has been. 
 
I congratulate you, though, for putting the label of tax on your tax-and-spend proposal, 
but not for creating the illusion that you can pay for your spending programs through 
soaking the rich. 
 
Oh, you put a 10-percent surtax on millionaires that picks up about $1 billion a year. That 
is just petty cash for the big spenders over there. And as a matter of fact, the rich are 
paying far more in taxes and a far bigger percentage of the total tax pie than they were 10 
years ago, and that is a statistical fact. 
 
And so, the soak-the-rich is just kind of a demagogic smokescreen for the Democrats to 
reach their hand through and pick the pockets of middle America because that is where 
the money is, because there are so many more of them. 
 
The freeze on the personal exemptions and the brackets is an income-tax increase for 
every American. A family of four earing $34,000, it is a 6-percent increase; for a single 
person earning $21,000, it is a 5-percent increase; $36 billion in income-tax increases. 
 
And if the freeze is permanent instead of temporary -- and I do not doubt but what it is 
going to be -- and there is a little more inflation, it is a .$200 billion tax wallop to the 
midsection of middle America by the Democrats, and the rich do not pay a penny of that 
because their exemptions and brackets have been phased out a long time before that. 
 
Oh, yes, there are some corporations, say an Anheuser Busch, that has reluctantly 
acquiesced in a beer tax hike. Why shouldn't they? It is no skin off their back. They do 
not pay it; Joe Sixpack does. 



And you would be interested to know that the revenues paid by corporate America are 
about $40 billion less a year than the revenue projections of tax reform. Individuals are 
paying about $40 billion more a year. 
 
Now, if you just cannot resist raising taxes, why do you let corporate America walk away 
scot free and dump the load on middle America that is already paying more than its fair 
share? 
 
And, boy, I congratulate you on the way you really socked it to that rich guy who wants 
to buy a yacht. He is going to have to resist trading up and stick with the poor little boat 
he has got and the only loser will be the guy who builds the boats. 
 
I wish your compassion for the unemployed were strong enough to worry about 
preventing him from becoming unemployed in the first place. I am convinced that there 
are members of your caucus who would much rather not have a rising tide lift hundreds 
of rowboarts if it would lift the yacht or two in the process. 
 
Fortunately, the 1980's showed us there is a better way than taxing and spending. 
 
More than 20 million new jobs through growth, opportunity and people working for 
themselves and not for the Government made America the economic envy of the world. 
 
Recently, a Communist city councilman of Leningrad said, "What we got to do is more 
away from Marxism, from Leninism, through socialism and get to Reaganomics as fast as 
we can." 
 
The whole world, the whole world is rushing toward the philosophy of less government 
and lower taxes and only House Democrats are rushing in the opposite direction. 
 
Taxing and spending has been good for you for winning elections, but it has been a 
bummer for the American people and wherever it has been tried. 
 
Now, not before this House, because of your rules, but before America there are two 
starkly contrasting budgets that move America in opposite directions. 
 
The wind is blowing hard on our ship of state from the Persian Gulf and the S&L crisis 
and a sluggish economy. 
 
There is a poem that says, "One ship sails east and another west with the self-same winds 
that blow. 'Tis the set of the sail and not the gale that determines which way we go." 
 
Tonight House Democrats are setting the sail of our ship of state that will determine the 
way we do for the next 5 years without even a vote on going the other way. 
 
And on November 6, the American people, in a referendum, will decide which way they 
would have liked to go. 



Do they want to go the Democratic way of tax and spend and bigger government of 
Jimmy Carter, Walter Mondale, and Mike Dukakis, or the Republican way of a little less 
spending and a lot more incentive and freedom and opportunity for all people? 
 
Mr. ROSTENKOWSKI. Mr. Chairman, I yield myself the remaining time. 
 
The CHAIRMAN. The gentleman from Illinois [Mr. Rostenkowski] will now close out 
the debate. The gentleman has 8 minutes remaining. 
 
(Mr. ROSTENKOWSKI asked and was given permission to revise and extend his 
remarks.) 
 
Mr. ROSTENKOWSKI. Mr. Chairman, it is with great pleasure that I rise in strong 
support of the Ways and Means Democratic alternative. In the months and years that I 
have been campaigning to increase revenues as part of a serious deficit reduction plan, I 
have stressed the need for tough decisions that would inevitably be painful for everyone 
concerned. 
 
And I have acknowledged that our political system has always been very reticent about 
embracing policies that will impose new burdens on our constituents. Unfortunately, too 
many of us have believed the pollsters' warning that higher taxes are the political kiss of 
death. Today, we finally have an opportunity to shatter that myth and be honest with the 
American people – and with ourselves. 
 
We have a chance to escape from the budget swamp and move forward. 
 
When I unveiled the Rostenkowski challenge in March of this year, I suggested that a 
$500 billion deficit reduction over 5 years was an appropriate goal. Today, to both my 
delight and surprise, we are on the verge of achieving that goal. Today's debate is about 
who will pay. 
 
When I first put forth my plan, I emphasized the need for shared sacrifice. Fairness 
demands that everyone who can afford to make a contribution to deficit reduction be 
required to do so. The wealthy, who have more, should appropriately be asked to 
contribute more. These timehonored principles are contained in the amendment we are 
presenting today. 
 
When I outlined my priorities last March, I stressed the need to protect the structure of 
our tax system and avoid making any specific group a target. I warned that it would be 
wrong to ask specific geographic areas to be the designated scapegoats in this debate. The 
plan we are now debating has a national impact. 
 
It is both credible and responsible -- fully achieving the $194 billion in deficit reduction 
that the Committee on Ways and Means was assigned. Achieving this goal was not easy. 
Achieving it in a fair fashion was a major challenge. But we have met that challenge. 
 



Last March, I suggested a reversal of the political philosophy that drove too many of our 
decisions during the 1980's. We borrowed excessively to finance the Government and 
decided to let our children pay the bills later. Our legacy to the next generation is 
[*H10296] nothing less than a multibillion-dollar IOU. 
 
What we are doing today is getting our house in order, putting ourselves in a position 
where we can invest in the future rather than fighting over how to pay for the past. Our 
vote today is an important first step toward reordering our priorities. 
 
I participated in the budget summit earlier this year and view it as a partial success. It set 
credible goals, but achieved them with such harsh policy choices that this House could 
not accept them. Clearly, equity was a major victim of the summit agreement. It simply 
asked low- and middle-income taxpayers -- and Medicare beneficiaries -- to pay too 
much. 
 
Today, equity and fairness make a comeback. And regular order makes a comeback as 
well. For when we embrace this Democratic alternative, we are telling the Nation that we 
are again ready, however belatedly, to govern -- responsibly and fairly. 
 
We are saying to the millions of Americans who hold their Government in disrepute that 
we hear them, that we are ready to do our job as their elected representatives. 
 
At last, we will reclaim our right -- and responsibility -- to govern. We will provide the 
honesty that our constituents expect and demand of us. 
 
As both policy and procedure, the Democratic alternative stands head and shoulders 
above any other option. It reduces the deficit, but does so in a way that is fair, particularly 
to middle income Americans. 
 
I reluctantly supported the budget summit agreement. But I enthusiastically back this 
proposal. It is better in so many ways. 
 
It eliminates the 2-week waiting period for unemployment benefits. Our need to balance 
the budget does not give us the right to pick on people who are already down. 
 
Our alternative reduces the added burden on Medicare beneficiaries by $17 billion, so 
that they are not asked to carry an unfair share of the load. 
 
It eliminates the gasoline and petroleum tax increases that would have been onerous to 
those Americans who depend on their automobiles and heat their homes with oil. 
 
It drops the proposed limits on itemized deductions that would have imposed restrictions 
on millions of Americans in some States, while having no impact on those who live 
elsewhere. 
 



And it provides new incentives for middle-income Americans that will encourage savings 
and investment. 
 
Our alternative accomplishes all this while also making our tax system more progressive. 
We have returned to a basic principle of tax fairness -- that people should be taxed 
according to their ability to pay. Simply stated, that means that high-income people 
should pay more than low-income people do. 
 
Let us be absolutely clear about what has occurred. During the last decade, incomes of 
the rich and famous soared while those of low- and middle-income people stagnated. 
Government policy encouraged this trend rather than correcting it. That is not my idea of 
the appropriate role for a government that is supposed to serve all the people. 
 
In developing the Democratic alternative, we have again proven that it is possible to do 
well while doing good. Our plan represents good policy -- and good policy is good 
politics. 
 
Our alternative is bold, but it is fair enough to win broad public acceptance. That is why 
it is so popular with the American people. And that is why it deserves support from all of 
us -- on both sides of the aisle. 
 
I got into politics nearly four decades ago because I wanted to help create a better 
America for my constituents and for the next generation. I believe that a responsible 
Government can be a strong positive force in our society. 
 
Passing this amendment sends a clear message. It says that Government will be a positive 
force for responsible budgeting and fair taxation. 
 
It says that we can reduce the deficit, increase fairness, and restore confidence in the 
international financial community. 
 
It says that our children will inherit something more than the enormous debts of the 
current generation. 
 
Approval of our alternative will be a proud moment for this House. We will be able to 
look the American people squarely in the eye and say that we have governed responsibly 
and fairly. 
 
And to each other we can at long last say that we have done our jobs. 
 
I urge all my colleagues to give strong support to the Democratic alternative. 
 
The CHAIRMAN. The question is on the amendments en bloc offered by the gentleman 
from Illinois [Mr. Rostenkowski]. 
 
The question was taken; and the Chairman announced that the ayes appeared to have it. 



 
RECORDED VOTE 
 
Mr. ARCHER. Mr. Chairman, I demand a recorded vote. 
 
A recorded vote was ordered. 
 
The vote was taken by electronic device, and there were -- ayes 238, noes 192, not voting 
3, as follows: 
 
(See Roll No. 474 in the ROLL segment.) 
 
[*H10297] So the amendments en bloc were agreed to. 
 
The result of the vote was announced as above recorded. 
 
The CHAIRMAN. It is now in order to consider the amendments en bloc offered by the 
gentleman from California [Mr. Panetta]. 
 
AMENDMENTS EN BLOC OFFERED BY MR. PANETTA 
 
Mr. PANETTA. Mr. Chairman, I offer amendments en bloc. 
 
The CHAIRMAN. The Clerk will designate the amendments en bloc. 
 
The text of the amendments en bloc is as follows: 
 
Amendments en bloc offered by Mr. Panetta: Strike the following provisions of the bill 
(and redesignate accordingly): 
 
Subtitle D of title I. 
 
Subtitle E of title II. 
 
Section 3008 of title III. 
 
Section 3101, 3102(a), and 3111 of title III. 
 
Paragraphs (5) through (11) of section 3201(a). 
 
Subtitle D of title III. 
 
Subtitle E of title III. 
 
Section 4521 of title IV. 
 



 
Subtitle E of title V. 
 
Subtitle F of title V. 
 
Section 7104 of title VII. 
 
Section 7105 of title VII. 
 
Section 7106 of title VII. 
 
Subtitle C of title VII. 
 
Subtitle A, section 9121, 9122, and 9123 of subtitle B, subtitles D and E, and section 
9502 of subtitle F of title IX. 
 
Subtitle F of title XII. 
 
Sections 13322(b) and 13326 of title XIII. 
 
Section 9501(b) of title IX is amended by inserting after paragraph (2) the following: 
 
Fees and charges assessed pursuant to this section shall be in addition to any other fees 
and charges the Environmental Protection Agency collects but for the enactment of this 
section. 
 
Title IX is amended by inserting before subtitle B the following: 
 
SUBTITLE A -- SENSE OF THE HOUSE OF REPRESENTATIVES 
 
SEC. 9001. SENSE OF THE HOUSE OF REPRESENTATIVES. 
 
It is the sense of the House of Representatives that, if any Senate amendment to H.R. 
5835 provides for any increase in motor fuel excise taxes or aviation taxes that would be 
deposited in the Highway Trust Fund or Aviation Trust Fund, respectively, then the 
managers on the part of the House for the conference on the reconciliation bill should 
consider provisions which ensure that a amount equal to the estimated tax payments from 
any such increases enacted shall be made available in the fiscal year collected for 
highway and aviation purposes, respectively. Such provisions may include provisions 
similar to those included in the reconciliation submission of the Committee on Public 
Works and Transportation, dated October 12, 1990, to the Committee on the Budget. 
 
At the end of the table of contents of title XII, add the following: 
 
SUBTITLE H -- HUMAN RESOURCE AMENDMENTS 
 



Sec. 12701. Short title; amendment of Social Security Act. 
PART 1 -- CHILD SUPPORT 
ENFORCEMENT 
Sec. 12711. Extension of IRS 
intercept for non-AFDC families. 
Sec. 12712. Extension of 
Commission on Interstate Child 
Support. 
PART 2 -- UNEMPLOYMENT 
COMPENSATION 
Sec. 12721. "Reed Act" provisions 
made permanent. 
Sec. 12722. Prohibition against 
collateral estoppel. 
PART 3 -- SUPPLEMENTAL SECURITY 
INCOME 
Sec. 12731. Exclusion from income 
and resources of victims' 
compensation payments. 
Sec. 12732. Attainment of age 65 
not to serve as basis for 
termination of eligibility under 
section 1619(b). 
Sec. 12733. Exclusion from income 
of impairment-related work 
expenses. 
Sec. 12734. Treatment of 
royalties and honoraria as earned 
income. 
Sec. 12735. Certain State 
relocation and assistance 
excluded from SSI income and 
resources. 
Sec. 12736. Evaluation of child's 
disability by pediatrician or 
other qualified specialist. 
Sec. 12737. Reimbursement for 
vocational rehabilitation 
services furnished during certain 
months of nonpayment of 
supplemental security income 
benefits. 
PART 4 -- AID TO FAMILIES WITH 
DEPENDENT CHILDREN 
Sec. 12741. Optional monthyly 
reporting and retrospective 



budgeting. 
Sec. 12742. Children receiving 
foster care maintenance payments 
or adoption assistance payments 
not treated as member of family 
unit for purposes of determining 
eligibility for, or amount of, 
AFDC benefit. 
Sec. 12743. Elimination of term 
"legal guardian". 
Sec. 12744. Reporting of child 
abuse and neglect. 
Sec. 12745. Disclosure of 
information about AFDC applicants 
and recipients authorized for 
purposes directly connected to 
State foster care and adoption 
assistance programs. 
Sec. 12746. Repatriation. 
Sec. 12747. Technical amendments 
to National Commission on 
Children. 
PART 5 -- CHILD WELFARE AND 
FOSTER CARE 
Sec. 12751. Accounting for 
administrative costs. 
Sec. 12752. Section 427 triennial 
reviews. 
Sec. 12753. Extension of services 
under the independent living 
program. 
SUBTITLE I -- OLD-AGE, SURVIVORS, 
AND DISABLITY INSURANCE 
Sec. 12801. Continuation of 
disability benefits during 
appeal. 
Sec. 12802. Repeal of special 
disability standard for widows 
and widowers. 
Sec. 12803. Dependency 
requirements applicable to a 
child adopted by a surviving 
spouse. 
Sec. 12804. Entitlement to 
benefits of deemed spouse and 
legal spouse. 



Sec. 12805. Representative payee 
reforms. 
Sec. 12806. Fees for 
representation of claimants in 
administrative proceedings. 
Sec. 12807. Notice requirements. 
Sec. 12808. Applicability of 
administrative res judicata; 
related notice requirements. 
Sec. 12809. Telephone access to 
the Social Security 
Administration. 
Sec. 12810. Vocational 
rehabilitation demonstration 
projects. 
Sec. 12811. Exemption of certain 
aliens, receiving amnesty under 
the Immigration and Nationality 
Act, from prosecution for 
misreporting of earnings or 
misuse of social security account 
numbers of social security cards. 
Sec. 12812. Reduction of amount 
of wages needed to earn a year of 
coverage applicable in 
determining special minimum 
primary insurance amount. 
Sec. 12813. Elimination of 
eligibility for retroactive 
benefits for certain individuals 
eligible for reduced benefits. 
Sec. 12814. Charging of earnings 
of corporate directors. 
Sec. 12815. Collection of 
employee social security and 
railroad retirement taxes on 
taxable group-term life insurance 
provided to retirees. 
Sec. 12816. Consolidation of old 
methods of computing primary 
insurance amounts. 
Sec. 12817. Suspension of 
dependent's benefits when the 
worker is in an extended period 
of eligibility. 
Sec. 12818. Tier 1 railroad 



retirement tax rates explicitly 
determined by reference to social 
security taxes. 
Sec. 12819. Transfer to railroad 
retirement account. 
Sec. 12820. Miscellaneous 
technical corrections. 
SUBTITLE J -- MISCELLANEOUS AND 
TECHNICAL AMENDMENTS RELATING TO 
THE MEDICARE PROGRAM 
PART 1 -- NO COST PROVISIONS 
Sec. 12901. Patient 
self-determination. 
Sec. 12902. Miscellaneous and 
technical provisions relating to 
part A. 
Sec. 12903. Miscellaneous and 
technical provisions relating to 
part B. 
Sec. 12904. Provisions relating 
to health maintenance 
organizations. 
Sec. 12905. Standards for 
medicare supplemental insurance. 
Sec. 12906. Prevention of 
unnecessary prescribing of 
controlled substances. 
Sec. 12907. Miscellaneous and 
technical provisions relating to 
part A and part B. 
PART 2 -- MEDICARE INITIATIVES 
Sec. 12911. PPS-exempt hospital 
adjustment. 
Sec. 12912. Hospital physician 
education recoupment. 
Sec. 12913. University-affiliated 
nursing education programs. 
Sec. 12914. Community health 
centers and rural health clinics. 
Sec. 12915. Payment for crnas. 
Sec. 12916. Partial 
hospitalization services in 
community mental health centers. 
Sec. 12917. Rural blood 
laboratories. 
Sec. 12918. Psychology services 



for inpatients. 
Sec. 12919. End stage renal 
disease rates. 
Sec. 12920. Self-administration 
of erythropoietin (epo). 
Sec. 12921. Part A premium. 
Sec. 12922. Radiology services. 
Sec. 12923. Expansion of hospice 
benefit. 
Sec. 12924. Coverage of screening 
mammography. 
PART 3 -- MEDICARE PROGRAM COST 
REDUCTIONS 
Sec. 12931. Reduction in payments 
for physicians' services. 
Sec. 12932. Interpretation of EKGs. 
Sec. 12933. Coverage for seatlifts. 
Sec. 12934. Reduction in payments 
for TENS devices. 
 
[*H10298] At the end of title XII, add the following: 
 
Subtitle H -- Human Resource Amendments 
 
SEC. 12701. SHORT TITLE; AMENDMENT OF SOCIAL SECURITY ACT. 
 
(a) Short Title. -- This subtitle may be cited as the "Human Resource Amendments of 
1990". 
 
(b) Amendment of Social Security Act. -- Except as otherwise expressly provided, 
wherever in this subtitle 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. 
 
PART 1 -- CHILD SUPPORT ENFORCEMENT 
 
SEC. 12711. EXTENSION OF IRS INTERCEPT FOR NON-AFDC FAMILIES. 
 
(a) Authority of States To Request Withholding of Federal Tax Refunds From Persons 
Owing Past Due Child Support. -- Section 464(a)(2)(B) (42 U.S.C. 664(a)(2)(B)) is 
amended by striking "January 1, 1991" and inserting "January 10, 1996". 
 
(b) Withholding of Federal Tax Refunds and Collection of Past Due Child Support on 
Behalf of Disabled Child of Any Age, and of Spousal Support Included in Any Child 
Support Order. -- Section 464(c) (42 U.S.C. 664(c)) is amended -- 



(1) in paragraph (2), by striking "minor child." and inserting "qualified child (or a 
qualified child and the parent with whom the child is living if the same support order 
includes support for the child and the parent)."; and 
 
(2) by adding at the end the following: 
 
"(3) For purposes of paragraph (2), the term 'qualified child' means a child -- 
 
"(A) who is a minor; or 
 
"(B)(i) who, while a minor, was determined to be disabled under title II or XVI; and 
 
"(ii) for whom an order of support is in force.". 
 
(c) Effective Date. -- The amendments made by subsection (b) shall take effect on 
January 1, 1991. 
 
SEC. 12712. EXTENSION OF COMMISSION ON INTERSTATE CHILD SUPPORT. 
 
(a) Reauthorization. -- Section 126 of the Family Support Act of 1988 (42 U.S.C. 666 
note) is amended – 
 
(1) in subsection (d) -- 
 
(A) in paragraph (1), by striking "1990" and inserting "1991"; and 
 
(B) in paragraph (2), by striking "1991" and inserting "1992"; 
 
(2) in subsection (e), by adding at the end the following: 
 
"(5)(A) Individuals may be appointed to serve the Commission without regard to the 
provisions of title 5 that govern appointments in the competitive service, without regard 
to the competitive service, and without regard to the classification system in chapter 53 of 
title 5, United States Code. The chairman of the Commission may fix the compensation 
of the Executive Director at a rate that shall not exceed the maximum rate of the basic 
pay payable under GS-18 of the General Schedule as contained in title 5, United States 
Code. 
 
"(B) The Executive Director may appoint and fix the compensation of such additional 
personnel as the Executive Director considers necessary to carry out the duties of the 
Commission. Such personnel may be appointed without regard to the provisions of title 5, 
United States Code, governing appointments in the competitive service, and may be paid 
without regard to the provisions of chapter 51 and subchapter III of chapter 53 of such 
title relating to classification and General Schedule pay rates. 
 



"(C) On the request of the chairman, the head of any Federal department or agency may 
detail, on a reimbursable basis, any of the personnel of such agency to the Commission to 
assist the Commission in carrying out its duties under this section without regard to 
section 3341 of title 5, United States Code."; and 
 
(3) in subsection (f)(1), by striking "1991" and inserting "1992". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall take effect on the 
date of the enactment of this Act. 
 
PART 2 -- UNEMPLOYMENT COMPENSATION 
 
SEC. 12721. AMOUNTS TRANSFERRED TO STATE UNEMPLOYMENT 
COMPENSATION PROGRAM ACCOUNTS. 
 
(a) Allocation of Amounts. -- Paragraph (2) of section 903(a) (42 U.S.C. 1103(a)(2)) is 
amended to read as follows: 
 
"(2) Each State's share of the funds to be transferred under this subsection as of any 
October 1 – 
 
"(A) shall be determined by the Secretary of Labor and certified by such Secretary to the 
Secretary of the Treasury before such date, and 
 
"(B) shall bear the same ratio to the total amount to be so transferred as -- 
 
"(i) the amount of wages subject to tax under section 3301 of the Internal Revenue Code 
of 1986 during the preceding calendar year which are determined by the Secretary of 
Labor to be attributable to the State, bears to 
 
"(ii) the total amount of wages subject to such tax during such year." 
 
(b) Use of Transferred Amounts. -- Paragraph (2) of section 903(c) (42 U.S.C. 
1103(c)(2)) is amended – 
 
(1) by striking "and" at the end of subparagraph (C), and 
 
(2) by striking so much of such paragraph as follows subparagraph (C) and inserting the 
following: 
 
"(D)(i) the appropriation law limits the total amount which may be obligated under such 
appropriation at any time to an amount which does not exceed, at any such time, the 
amount by which – 
 
"(I) the aggregate of the amounts transferred to the account of such State pursuant to 
subsections (a) and (b), exceeds 



 
"(II) the aggregate of the amounts used by the State pursuant to this subsection and 
charged against the amounts transferred to the account of such State, and 
 
"(ii) for purposes of clause (i), amounts used by a State for administration shall be 
chargeable against transferred amounts at the exact time the obligation is entered into, 
and 
 
"(E) the use of the money is accounted for in accordance with standards established by 
the Secretary of Labor." 
 
(c) Effective Date. -- The amendments made by this section shall apply to fiscal years 
beginning after the date of the enactment of this Act. 
 
SEC. 12722. PROHIBITION AGAINST COLLATERAL ESTOPPEL. 
 
(a) In General. -- Section 3304(a) of the Internal Revenue Code of 1986 is amended -- 
 
(1) by striking out "and" at the end of paragraph (17); 
 
(2) by redesignating paragraph (18) as paragraph (19); and 
 
(3) by inserting after paragraph (17) the following new paragraph: 
 
"(18) no finding of fact or law, judgment, conclusion, or final order made with respect to 
a claim for unemployment compensation benefits pursuant to the State's unemployment 
compensation law may be conclusive or binding or used as evidence in any separate or 
subsequent action or proceeding in another forum, except proceedings under the State's 
unemployment compensation law, regardless of whether the prior action was between the 
same or related parties or involved the same facts." 
 
(b) Effective Date. -- 
 
(1) In general. -- Except as provided in paragraph (2), the amendments made by 
subsection (a) shall take effect on October 1, 1991. 
 
(2) Special rule. -- In the case of any State the legislature of which has not been in session 
for at least 30 calendar days (whether or not successive) between the date of the 
enactment of this Act and October 1, 1991, such amendments shall take effect 30 
calendar days after the first day on which such legislature is in session on or after October 
1, 1991. 
 
PART 3 -- SUPPLEMENTAL SECURITY INCOME 
 
SEC. 12731. EXCLUSION FROM INCOME AND RESOURCES OF VICTIMS' 
COMPENSATION PAYMENTS. 



(a) Exclusion From Income. -- Section 1612(b) (42 U.S.C. 1382a(b)) is amended -- 
 
(1) by striking "and" at the end of paragraph (15); 
 
(2) by striking the period at the end of paragraph (16) and inserting "; and"; and 
 
(3) by adding at the end the following: 
 
"(17) any amount received from a fund established by a State to aid victims of crime.". 
 
(b) Exclusion From Resources. -- 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 adding at the end the following: 
 
"(9)(A) any amount received from a fund established by a State to aid victims of crime, to 
the extent that the recipient demonstrates that such amount was paid as compensation for 
expenses incurred or losses suffered as a result of a crime; and 
 
"(B) any amount received from a fund described in subparagraph (A) that is not excluded 
by reason of subparagraph (A) and is [*H10299] unexpended, for the 9-month period 
beginning after the month in which received.". 
 
(c) Victims Compensation Award Not Required To Be Accepted as Condition of 
Receiving Benefits. -- Section 1631(a) (42 U.S.C. 1383(a)) is amended by adding at the 
end the following: 
 
"(9) Benefits under this title shall not be denied to any individual solely by reason of the 
refusal of the individual to accept an amount offered as compensation for a crime of 
which the individual was a victim.". 
 
(d) Effective Date. -- The amendments made by this section shall take effect for months 
beginning 6 or more months after the date of the enactment of this Act. 
 
SEC. 12732. ATTAINMENT OF AGE 65 NOT TO SERVE AS BASIS FOR 
TERMINATION OF ELIGIBILITY UNDER SECTION 1619(b). 
 
(a) In General. -- Section 1619(b) (42 U.S.C. 1392h(b)) is amended by striking "under 
age 65". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply with respect to 
benefits payable for months beginning 6 or more months after the date of the enactment 
of this Act. 



 
SEC. 12733. EXCLUSION FROM INCOME OF IMPAIRMENT-RELATED WORK 
EXPENSES. 
 
(a) In General. -- Section 1612(b)(4)(B)(ii) (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 subsection (a) shall apply to benefits 
payable for calendar months beginning after the date of the enactment of this Act. 
 
SEC. 12734. TREATMENT OF ROYALTIES AND HONORARIA AS EARNED 
INCOME. 
 
(a) In General. -- Section 1612(a) (42 U.S.C. 1382a(a)) is amended -- 
 
(1) in paragraph (1) -- 
 
(A) by striking "and" at the end of subparagraph (C); and 
 
(B) by adding at the end the following: 
 
"(E) any royalty earned from self-employment in a trade or business, or by an individual 
in connection with any publication of the work of the individual, and that portion of any 
honorarium which is received for services rendered; and"; and 
 
(2) in paragraph (2)(F), by inserting "not described in paragraph (1)(E)" before the  
period. 
 
(b) Effective Date. -- The amendments made by this section shall apply with respect to 
benefits for calendar months beginning 17 or more months after the date of the enactment 
of this Act. 
 
SEC. 12735. CERTAIN STATE RELOCATION ASSISTANCE EXCLUDED FROM 
SSI INCOME AND RESOURCES. 
 
(a) Exclusion From Income. -- Section 1612(b) (42 U.S.C. 1382a(b)), as amended by 
section 12731(a) of this Act, is amended -- 
 
(1) by striking "and" at the end of paragraph (16); 
 
(2) by striking the period at the end of paragraph (17) and inserting a semicolon; and 
 
(3) by inserting after paragraph (17) the following: 
 



"(18) relocation assistance provided by a State or local government to such individual (or 
such spouse), comparable to assistance provided under title II of the Uniform Relocation 
Assistance and Real Property Acquisitions Policies Act of 1970 which is subject to the 
treatment required by section 216 of such Act.". 
 
(b) Exclusion From Resources. -- Section 1613(a) (42 U.S.C. 1382b(a)), as amended by 
section 12731(b) of this Act, 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 a semicolon; and 
 
(3) by inserting after paragraph (8) the following: 
 
"(9) relocation assistance provided by a State or local government to such individual (or 
such spouse), comparable to assistance provided under title II of the Uniform Relocation 
Assistance and Real Property Acquisitions Policies Act of 1970 which is subject to the 
treatment required by section 216 of such Act.". 
 
(c) Effective Date. -- The amendments made by this section shall apply to benefits 
payable for months beginning 6 or more calendar months after the date of the enactment 
of this Act. 
 
SEC. 12736. EVALUATION OF CHILD'S DISABILITY BY PEDIATRICIAN OR 
OTHER QUALIFIED SPECIALIST. 
 
(a) In General. -- Section 1614(a)(3) (42 U.S.C. 1382c(a)(3)) is amended by adding at the 
end the following: 
 
"(H) In making any determination under this title with respect to the disability of a child 
who has not attained the age of 18 years, the Secretary shall make reasonable efforts to 
ensure that a qualified pediatrician or other individual who specializes in a field of 
medicine appropriate to the disability of the child (as determined by the Secretary) 
evaluates the child.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to 
determinations made 6 or more months after the date of the enactment of this Act. 
 
SEC. 12737. REIMBURSEMENT FOR VOCATIONAL REHABILITATION 
SERVICES FURNISHED DURING CERTAIN MONTHS OF NONPAYMENT OF 
SUPPLEMENTAL SECURITY INCOME BENEFITS. 
 
(a) In General. -- Section 1615 (42 U.S.C. 1382d) is amended by adding at the end the 
following: 
 



"(e) The Secretary may reimburse the State agency described in subsection (d) for the 
costs described therein incurred in the provision of rehabilitation services -- 
 
"(1) for any month for which an individual received -- 
 
"(A) benefits under section 1611; 
 
"(B) assistance pursuant to section 1619(b); or 
 
"(C) a federally administered State supplementary payment under section 1616; and 
 
"(2) for any month before the 13th consecutive month for which an individual, for a 
reason other than cessation of disability or blindness, was ineligible for -- 
 
"(A) benefits under section 1611; 
 
"(B) federally administered State supplementary payments under any agreement entered 
into under section 1616(a); 
 
"(C) benefits under section 1619; and 
 
"(D) federally administered State supplementary payments under any agreement entered 
into under section 212(b) of Public Law 93-66.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act and shall apply to claims for reimbursement pending on or 
after such date. 
 
PART 4 -- AID TO FAMILIES WITH DEPENDENT CHILDREN 
 
SEC. 12741. OPTIONAL MONTHLY REPORTING AND RETROSPECTIVE 
BUDGETING. 
 
(a) Optional Monthly Reporting. -- Section 402(a)(14) (42 U.S.C. 602(a)(14)) is amended 
– 
 
(1) by striking "with respect to" and all that follows through "(A) provide" and insert 
"provide, at the option of the State and with respect to such category or categories as the 
State may select and identify in its State plan (A)"; 
 
(2) by striking "(with the prior approval of the Secretary in recent work history and 
earned income cases)"; and 
 
(3) by striking "upon a determination" and all that follows through "paragraph". 
 



(b) Optional Retrospective Budgeting. -- Section 402(a)(13) (42 U.S.C. 602(a)(13)) is 
amended by striking all that precedes subparagraph (A) and inserting the following: 
 
"(13) at the option of the State, but only with respect to any one or more categories of 
families required to report monthly to the State agency pursuant to paragraph (14), 
provide that -- ". 
 
(c) Effective Date. -- The amendments made by this section shall take effect with respect 
to reports pertaining to, or aid payable for, months beginning in or after October 1990. 
 
SEC. 12742. CHILDREN RECEIVING FOSTER CARE MAINTENANCE OR 
ADOPTION ASSISTANCE PAYMENTS NOT TREATED AS MEMBER OF FAMILY 
UNIT FOR PURPOSES OF DETERMINING ELIGIBILITY FOR, OR AMOUNT OF, 
AFDC BENEFIT. 
 
(a) In General. -- Part A of title IV (42 U.S.C. 601 et seq.) is amended by inserting after 
section 408 the following: 
 
"SEC. 409. EXCLUSION FROM AFDC UNIT OF CHILD FOR WHOM FEDERAL, 
STATE, OR LOCAL FOSTER CARE MAINTENANCE OR ADOPTION 
ASSISTANCE PAYMENTS ARE MADE. 
 
"Notwithstanding any other provision of this title, a child with respect to whom foster 
care maintenance payments or adoption assistance payments are made under part E or 
under State or local law shall not, for the period for which such payments are made, be 
regarded as a member of a family for purposes of determining the amount of benefits of 
the family under this part, and the income and resources of such child shall be excluded 
from the income and resources of a family under this part unless, in the case of a child 
with respect to whom adoption assistance payments are so made, such exclusion would 
reduce the benefits of the family under this part.". 
 
(b) Conforming Repeal. -- Section 478 (42 U.S.C. 678) is hereby repealed. 
 
(c) Effective Date. -- The amendment made by subsection (a) and the repeal made by 
subsection (b) shall take effect on the first day of the 7th calendar month beginning after 
the date of the enactment of this Act. 
 
SEC. 12743. ELIMINATION OF TERM "LEGAL GUARDIAN". 
 
(a) In General. -- Section 402(a)(39) (42 U.S.C. 602(a)(39)) is amended -- 
 
(1) by striking "or legal guardian"; and 
 
(2) by striking "or legal guardians". 
 



(b) Effective Date. -- The amendments made by subsection (a) shall take effect on the 
date of the enactment of this Act. 
 
SEC. 12744. REPORTING OF CHILD ABUSE AND NEGLECT. 
 
(a) Concerning AFDC Applicants and Recipients. -- 
 
(1) In general. -- Section 402(a)(16) (42 U.S.C. 602(a)(16)) is amended to read as 
follows: 
 
"(16) provide that the State agency will -- 
 
"(A) report to an appropriate agency or official, known or suspected instances of physical 
or mental injury, sexual abuse or exploitation, or negligent treatment or maltreatment of a 
child receiving aid under this part by a person who is responsible for the child's welfare 
under circumstances which indicate that the child's health or welfare is threatened 
thereby; and 
 
[*H10300] "(B) provide such information with respect to a situation described in 
subparagraph (A) as the State agency may have;". 
 
(2) Conforming amendments. -- Section 402(a)(9) (42 U.S.C. 602(a)(9)) is amended -- 
 
(A) in subparagraph (C), by striking "and"; and 
 
(B) by inserting ", and (E) reporting and providing information pursuant to paragraph 
(16) to appropriate authorities with respect to known or suspected child abuse or neglect" 
before the 1st semicolon. 
 
(b) Concerning Recipients of Foster Care or Adoption Assistance. -- 
 
(1) In general. -- Section 471(a)(9) (42 U.S.C. 671(a)(9)) is amended to read as follows: 
 
"(9) provides that the State agency will -- 
 
"(A) report to an appropriate agency or official, known or suspected instances of physical 
or mental injury, sexual abuse or exploitation, or negligent treatment or maltreatment of a 
child receiving aid under part B or this part by a person who is responsible for the child's 
welfare under circumstances which indicate that the child's health or welfare is threatened 
thereby; and 
 
"(B) provide such information with respect to a situation described in subparagraph (A) 
as the State agency may have;". 
 
(2) Conforming amendments. -- Section 402(a)(8) (42 U.S.C. 602(a)(8)) is amended -- 
 



(A) in subparagraph (C), by striking "and"; and 
 
(B) by inserting ", and (E) reporting and providing information pursuant to paragraph (9) 
to appropriate authorities with respect to known or suspected child abuse or neglect" 
before the 1st semicolon. 
 
(c) Effective Date. -- The amendments made by this section shall take effect on the date 
of the enactment of this Act. 
 
SEC. 12745. DISCLOSURE OF INFORMATION ABOUT AFDC APPLICANTS AND 
RECIPIENTS AUTHORIZED FOR PURPOSES DIRECTLY CONNECTED TO 
STATE FOSTER CARE AND ADOPTION ASSISTANCE PROGRAMS. 
 
(a) In General. -- Section 402(a)(9)(A) (42 U.S.C. 602(a)(9)(A)) is amended by striking 
"or D" and inserting ", D, or E". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act. 
 
SEC. 12746. REPATRIATION. 
 
(a) In General. -- Section 1113 (42 U.S.C. 1313) is amended -- 
 
(1) in subsection (d), by striking "on or after October 1, 1989" and inserting "after 
September 30, 1991"; and 
 
(2) by adding at the end the following: 
 
"(e)(1) The Secretary may accept on behalf of the United States gifts, in cash or in kind, 
for use in carrying out the program established under this section. Gifts in the form of 
cash shall be credited to the appropriation account from which this program is funded and 
shall remain available until expended. 
 
"(2) Gifts accepted under paragraph (1) shall be available for obligation or other use by 
the United States only to the extent and in the amounts provided in appropriation Acts.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall take effect on the 
date of the enactment of this Act. 
 
SEC. 12747. TECHNICAL AMENDMENTS TO NATIONAL COMMISSION ON 
CHILDREN. 
 
Section 1139 (42 U.S.C. 1320b-9) is amended -- 
 
(1) in subsection (d) -- 
 



 
(A) by striking "March 31, 1991" and inserting "September 1, 1990"; and 
 
(B) by striking "September 30, 1990" and inserting "March 31, 1991"; and 
 
(2) in subsection (e)(4)(B), by striking "September 30, 1990" and inserting "March 31, 
1991". 
 
PART 5 -- CHILD WELFARE AND FOSTER CARE 
 
SEC. 12751. ACCOUNTING FOR ADMINISTRATIVE COSTS. 
 
(a) Reclassification. -- Section 474(a)(3) (42 U.S.C. 674) is amended by inserting 
"provision of child placement services and" after "proper and efficient". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date 
of the enactment of this Act. 
 
SEC. 12752. SECTION 427 TRIENNIAL REVIEWS. 
 
(a) Amendments to Section 10406 of OBRA 1989. -- Section 10406 of the Omnibus 
Budget Reconciliation Act of 1989 (42 U.S.C. 627 note) is amended -- 
 
(1) by striking "1991" and inserting "1992"; 
 
(2) by striking "1990" and inserting "1991"; and 
 
(3) in the section heading, by striking "1990" and inserting "1991". 
 
(b) Conforming Amendment. -- The item relating to section 10406 in the table of 
contents appearing immediately after section 10000 of such Act is amended by striking 
"1990" and inserting "1991". 
 
SEC. 12753. EXTENSION OF SERVICES UNDER THE INDEPENDENT LIVING 
PROGRAM. 
 
(a) Authority of States to Increase Maximum Age of Participants in Independent Living 
Initiatives Programs to not More Than 21. -- Section 477(a)(2)(C) (42 U.S.C. 
677(a)(2)(C)) is amended by striking "end of the 6-month period beginning on the date of 
the discontinuance of such payments or care" and inserting "child has attained the age of 
21 years". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to payments 
made under part E of title IV of the Social Security Act for fiscal years beginning with or 
after fiscal year 1991. 
 



Subtitle I -- Old-Age, Survivors, and Disability Insurance 
 
SEC. 12801. CONTINUATION OF DISABILITY BENEFITS DURING APPEAL. 
 
Subsection (g) of section 223 of the Social Security Act (42 U.S.C. 423(g)) is amended -- 
 
(1) in paragraph (1)(i), by inserting "or" after "hearing,", and by striking "pending, or (iii) 
June 1991." and inserting "pending."; and 
 
(2) by striking paragraph (3). 
 
SEC. 12802. REPEAL OF SPECIAL DISABILITY STANDARD FOR WIDOWS AND 
WIDOWERS. 
 
(a) In General. -- Section 223(d)(2) of the Social Security Act (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 subparagraph (B). 
 
(b) Conforming Amendments. -- 
 
(1) The third sentence of section 216(i)(1) of such Act (42 U.S.C. 416(i)(1)) is amended 
by striking "(2)(C)" and inserting "(2)(B)". 
 
(2) Section 223(f)(1)(B) of such Act (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)(ii) 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". 
 
(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 divorced wife, widower, 
or surviving divorced husband)" each place it appears. 



 
(c) Transitional Rules Relating to Medicaid and Medicare Eligibility. -- 
 
(1) Determination of medicaid eligibility. -- Section 1634(d) of such Act (42 U.S.C. 
1383c(d)) is amended – 
 
(A) by redesignating paragraphs (1) and (2) as subparagraphs (A) and (B), respectively; 
 
(B) by striking "(d) If any person -- " and inserting "(d)(1)This subsection applies with 
respect to any person who -- "; 
 
(C) in subparagraph (A) (as redesignated), by striking "as required" and all that 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 
paragraph: 
 
"(2) For purposes of title XIX, each person with respect to whom this subsection applies -
- 
 
"(A) shall be deemed to be a recipient of supplemental security income benefits under 
this title if such person received such a benefit for the month before the month in which 
such person began to receive a 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 section 1616(a) of this Act (or payments of the type described in section 
212(a) of Public Law 93-66) which are paid by the Secretary under an agreement referred 
to in such section 1616(a) (or in section 212(b) of Public Law 93-66) if such person 
received such a payment for the month before the month in which such person began to 
receive a benefit described in paragraph (1)(A), 
 
for so long as such person (i) would be eligible for such supplemental security income 
benefits, or such State supplementary payments, in the absence of benefits described in 
paragraph (1)(A), and (ii) is not entitled to hospital insurance benefits under part A of 
title XVIII.". 
 
(2) Inclusion of months of SSI eligibility within 5-month disability waiting period and 
24-month Medicare waiting period. -- 
 
(A) Widow's benefits based on disability. -- Section 202(e)(5) of the Social Security Act 
(42 U.S.C. 402(e)(5)) is amended -- 
 



(i) in subparagraph (B), by striking "(i)" and "(ii)" and inserting "(I)" and "(II)", 
respectively; 
 
(ii) by redesignating subparagraphs (A) and (B) as clauses (i) and (ii), respectively; 
 
(iii) 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 
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 section 1616(a) (or in section 212(b) of Public Law 93-66), shall be included as one 
of the months of such waiting [*H10301] period for which the requirements of 
subparagraph (A) have been met.". 
 
(B) Widower's benefits based on disability. -- Section 202(f)(6) of such Act (42 U.S.C. 
402(f)(6)) is amended -- 
 
(i) in subparagraph (B), by striking "(i)" and "(ii)" and inserting "(I)" and "(II)", 
respectively; 
 
(ii) 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 in 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 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.". 
 
(C) Medicare benefits. -- Section 226(e)(1) of such Act (42 U.S.C. 426(e)(1)) is amended 
– 
 
(i) by redesignating subparagraphs (A) and (B) as clauses (i) and (ii), respectively; 
 
(ii) by inserting "(A)" after "(e)(1)"; and 
 



(iii) 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 payments 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 agreement 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 disability in order to become entitled to hospital 
insurance benefits on that basis.". 
 
(d) Deemed Disability for Purposes of Entitlement to Widow's and Widower's Insurance 
Benefits for Widows and Widowers on SSI Rolls. -- 
 
(1) Widow's insurance benefits. -- Section 202(e) of such Act (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 disability for purposes of paragraph 
(1)(B)(ii) 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 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 disability) are 
met.". 
 
(2) Widower's insurance benefits. -- Section 202(f) of such Act (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 disability for purposes of paragraph 
(1)(B)(ii) 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 
entitlement 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 subsection (c)) shall apply with respect to monthly insurance benefits for 
months after December 1990 for which applications are filed on or after January 1, 1991, 
or are pending on such date. The amendments made by subsection (c)(1) shall apply with 
respect to medical assistance 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 security 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 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 January 1991, 
 
(B) applied for widow's or widower's insurance benefits under subsection (e) or (f) of 
section 202 of the Social Security Act during 1990, and 
 
(C) is not entitled to such benefits under such subsection (e) or (f) for any month on the 
basis of such application by reason of the definition of disability under section 
223(d)(2)(B) of the Social Security Act (as in effect immediately before the date of the 
enactment of this Act), and would have been so entitled for such month on the basis of 
such application if the amendments made by this section had been applied with respect to 
such application,  
 
for purposes of determining such individual's entitlement to such benefits under 
subsection (e) or (f) of section 202 of the Social Security Act for months after December 
1990, the requirement of paragraph (1)(C)(i) of such subsection shall be deemed to have 
been met. 
 
Sec. 12803. DEPENDENCY REQUIREMENTS APPLICABLE TO A CHILD 
ADOPTED BY A SURVIVING SPOUSE. 
 
(a) In General. -- Section 216(e) of the Social Security Act (42 U.S.C. 416(e)) is amended 
in the second sentence -- 
 
(1) by striking "at the time of such individual's death living in such individual's 
household" and inserting "either living with or receiving at least one-half of his support 
from such individual at the time of such individual's death"; and 
 
(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 applications 
filed after December 31, 1990. 
 
Sec. 12804. ENTITLEMENT TO BENEFITS OF DEEMED SPOUSE AND LEGAL 
SPOUSE. 



 
(a) Continued Entitlement of Deemed Spouse Despite Entitlement of Legal Spouse. – 
Section 216(h)(1) of the Social Security Act (42 U.S.C. 416(h)(1)) is amended -- 
 
(1) in subparagraph (A) -- 
 
(A) by inserting "(i)" after "(h)(1)(A)"; and 
 
(B) by striking "If such courts" in the second sentence and inserting the following: 
 
"(ii) If such courts"; and 
 
(2) in subparagraph (B) -- 
 
(A) by inserting "(i)" after "(B)"; 
 
(B) by striking "The provisions of the preceding sentence" in the second sentence and 
inserting the following: 
 
"(ii) The provisions of clause (i)"; 
 
(C) by striking "(i) if another" in the second sentence and all that follows through "or  
(ii)"; 
 
(D) by striking "The entitlement" in the third sentence and inserting the following: 
 
"(iii) The entitlement"; 
 
(E) by striking "subsection (b), (c), (e), (f), or (g)" in the third sentence and inserting 
"subsection (b) or (c)", 
 
(F) by striking "wife, widow, husband, or widower" the first place it appears in the third 
sentence and inserting "wife or husband"; 
 
(G) by striking "(i) in which" in the third sentence and all that follows through "in which 
such applicant entered" and inserting "in which such person enters"; 
 
(H) by striking "For purposes" in the fourth sentence and inserting the following: 
 
"(iv) For purposes"; 
 
and 
 
(I) by striking "(i)" and "(ii)" in the fourth sentence and inserting "(I)" and "(II)", 
respectively. 



(b) Treatment of Divorce in the Context of Invalid Marriage. -- Section 216(h)(1)(B)(i) of 
such Act (as amended by subsection (a)) is further amended -- 
 
(1) by striking "where under subsection (b), (c), (f), or (g) such applicant is not the wife, 
widow, husband, or widower of such individual" and inserting "where under subsection 
(b), (c), (d), (f), or (g) such applicant is not the wife, divorced wife, widow, surviving 
divorced wife, husband, divorced husband, widower, or surviving divorced husband of 
such individual"; 
 
(2) by striking "and such applicant" and all that follows through "files the application,"; 
 
(3) by striking "subsections (b), (c), (f), and (g)" and inserting "subsections (b), (c), (d), 
(f), and (g)"; and 
 
(4) by adding at the end the following new sentences: "Notwithstanding the preceding 
sentence, in the case of any person who would be deemed under the preceding sentence a 
wife, widow, husband, or widower of the insured individual, such marriage shall not be 
deemed to be a valid marriage unless the applicant and the insured individual were living 
in the same household at the time of the death of the insured individual or (if the insured 
individual is living) at the time the applicant files the application. A marriage that is 
deemed to be a valid marriage by reason of the preceding sentence shall continue to be 
deemed a valid marriage if the insured individual and the person entitled to benefits as 
the wife or husband of the insured individual are no longer living in the same household 
at the time of the death of such insured individual.". 
 
(c) Treatment of Multiple Entitlements Under the Family Maximum. -- Section 203(a)(3) 
of such Act (42 U.S.C. 403(a)(3)) is amended by adding after subparagraph (C) the 
following new subparagraph: 
 
"(D) In any case in which -- 
 
"(i) two or more individuals are entitled to monthly benefits for the same month as a 
spouse under subsection (b) or (c) of section 202, or as a surviving spouse under 
subsection (e), (f), or (g) of section 202, 
 
[*H10302] "(ii) at least one of such individuals is entitled by reason of subparagraph 
(A)(ii) or (B) of section 216(h)(1), and 
 
"(iii) such entitlements are based on the wages and self-employment income of the same 
insured individual, 
 
the benefit of the entitled individual whose entitlement is based on a valid marriage (as 
determined without regard to subparagraphs (A)(ii) and (B) of section 216(h)(1)) to such 
insured individual shall, for such month and all months thereafter, be determined without 
regard to this subsection, and the benefits of all other individuals who are entitled, for 
such month or any month thereafter, to monthly benefits under section 202 based on the 



wages and self employment income of such insured individual shall be determined as if 
such entitled individual were not entitled to benefits for such month.". 
 
(d) Conforming Amendment. -- Section 203(a)(6) of such Act (42 U.S.C. 403(a)(6)) is 
amended by inserting "(3)(D)," after "(3)(C),". 
 
(e) Effective Date. -- 
 
(1) In general. -- The amendments made by this section shall apply with respect to 
benefits for months after December 1990. 
 
(2) Terminated beneficiaries and divorced deemed spouses. -- In the case of individuals 
whose benefits under title II of the Social Security Act have been terminated under 
section 216(h)(1)(B) of such Act before January 1, 1991, or who would be entitled to 
benefits under such title for any month after December 1990 as a divorced spouse or 
surviving divorced spouse solely by reason of the amendments made by this section, the 
amendments made by this section shall apply only with respect to benefits for which 
application is filed with the Secretary of Health and Human Services after December 31, 
1990. 
 
SEC. 12805. REPRESENTATIVE PAYEE REFORMS. 
 
(a) Improvements in the Representative Payee Selection and Recruitment Process. -- 
 
(1) Authority for certification of payments to representative payees. -- 
 
(A) Title ii. -- Section 205(j)(1) of the Social Security Act (42 U.S.C. 405(j)) is amended 
to read as follows: 
 
"REPRESENTATIVE PAYEES 
 
"(j)(1) If the Secretary determines that the interest of any individual under this title would 
be served thereby, certification of payment of such individual's benefit under this title 
may be made, regardless of the legal competency or incompetency of the individual, 
either for direct payment to the individual, or for his or her use and 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 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) of such Act (42 U.S.C. 1383(a)(2)(A)) is amended 
to read as follows: 
 
"(2) Persons to whom payments may be made. -- 
 
"(A) Authority to make payments. -- 
 
"(i) Payments to eligible individuals. -- 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. 
 
"(ii) Payments to representative payees. -- 
 
"(I) In general. -- 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)(ii)) which, is 
interested 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 
individual's 'representative payee') for the use and benefit of the individual or eligible 
spouse. 
 
"(II) Misuse of payments. -- If the Secretary or a court of competent jurisdiction 
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 subclause (I) or 
section 205(j)(1), the Secretary shall promptly terminate payment of benefits to the 
representative payee pursuant to this subparagraph, and provide for payment of benefits 
to the individual or eligible spouse or to an alternative representative payee of the 
individual or eligible spouse.". 
 
(ii) Conforming amendments. -- Section 1631(a)(2)(C) of such Act (42 U.S.C. 
1383(a)(2)(C)) is amended – 
 
(I) in clause (i), by striking "a person other than the individual or spouse entitled to such 
payment" and inserting "representative payee of an individual 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 receiving payments on behalf of another" and inserting 
"representative payee"; and 
 
(bb) by striking "person receiving such payments" and inserting "representative payee". 



 
(2) Procedure for selecting representative payees. -- 
 
(A) In general. -- 
 
(i) Title ii. -- Section 205(j)(2) of such Act (42 U.S.C. 405(j)(2)) is amended to read as 
follows: 
 
"(2)(A) Any certification made under paragraph (1) for payment of benefits to an 
individual's representative payee shall be made on the basis of -- 
 
"(i) an investigation by the Secretary of the person to serve as representative payee, 
which shall be conducted in advance of such certification and shall, to the extent 
practicable, include a faceto- 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 subparagraph (A)(i), the Secretary shall -
- 
 
"(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 XVI, 
 
"(II) verify such person's social security account number (or employer identification 
number), 
 
"(III) 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)(ii)(II) by reason of misuse of funds paid as 
benefits under this title or title XVI. 
 
"(ii) The Secretary shall establish and maintain 2 centralized files, which shall be updated 
periodically and which shall be in a form which renders them readily retrievable by each 
servicing office of the Social Security Administration. Such files shall consist of -- 
 
"(I) a list of the names and social security account numbers (or employer identification 
numbers) of all persons with respect to whom certification of payment of benefits has 
been revoked on or after January 1, 1991, pursuant to this subsection, or with respect to 
whom payment of benefits has been terminated on or after such date pursuant to section 
1631(a)(2), by reason of misuse of funds paid as benefits under this title or title XVI, and 



"(II) a list of the names and social security account numbers (or employer identification 
numbers) of all persons who have been convicted of a violation of section 208, 1107(a), 
1128B, or 1632. 
 
"(C)(i) Benefits of an individual may not be certified for payment to any other person 
pursuant to this subsection if -- 
 
"(I) such person has previously been convicted as described in subparagraph (B)(i)(III), 
 
"(II) except as provided in clause (ii), certification of payment of benefits to such person 
under this subsection has previously been revoked as described in subparagraph 
(B)(i)(IV), or payment of benefits to such person pursuant to section 1631(a)(2)(A)(ii) 
has previously been terminated as described in section 1631(a)(2)(B)(ii)(I)(dd), or 
 
"(III) except as provided in clause (iii), such person is a creditor of such individual who 
provides such individual with goods or services for consideration. 
 
"(ii) The Secretary shall prescribe regulations under which the Secretary may grant 
exemptions to any person 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 subsection. 
 
"(iii) Clause (i)(III) shall not apply with respect to any person who is a creditor referred 
to therein if such creditor is -- 
 
"(I) a relative of such individual if such relative resides in the household of such 
individual, 
 
"(II) a legal guardian or legal representative of such individual, 
 
"(III) a facility that is licensed or certified as a care facility under the law of a State or a 
political subdivision of a State, 
 
"(IV) a person who is an administrator, owner, or employee of a facility referred to in 
subclause (III) if such individual resides in such facility, and the certification of payment 
to such facility or such person is made only after good faith efforts have been made by 
the local servicing office of the Social Security Administration to locate an alternative 
representative payee to whom such certification of payment would serve the best interests 
of such individual, or 
 
"(V) an individual who is determined by the Secretary, on the basis of written findings 
and under procedures which the Secretary shall prescribe by regulation, 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 -- 



[*H10303] "(I) such individual poses no risk to the beneficiary, 
 
"(II) the financial relationship of such individual to the beneficiary poses no substantial 
conflict of interest, and 
 
"(III) no other more suitable representative payee can be found. 
 
"(D)(i) Subject to clause (ii), 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)(I) Except as provided in subclause (II), any deferral or suspension of direct payment 
of a benefit pursuant to clause (i) shall be for a period of not more than 1 month. 
 
"(II) Subclause (I) shall not apply in any case in which the individual is, as of the date of 
the Secretary's determination, legally incompetent or under the age of 15. 
 
"(iii) Payment pursuant to this subsection of any benefits 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)(i) Any individual who is dissatisfied with a determination by the Secretary to certify 
payment of such individual's benefit to a representative payee under paragraph (1) or with 
the designation of a particular person to serve as representative payee shall be entitled to 
a hearing by the Secretary to the same extent as is provided in subsection (b), and to 
[*H10304] judicial review of the Secretary's final decision as is provided in subsection 
(g). 
 
"(ii) In advance of the certification of payment of an individual's benefit to a 
representative payee under paragraph (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, 
 
"(II) is an unemancipated minor under the age of 18, or 
 
"(III) is legally incompetent, 
 
then such notice shall be provided solely to the legal guardian or legal representative of 
such individual. 
 



"(iii) Any such notice shall be clearly written in language that is easily understandable to 
the reader, shall identify the person to be designated as such individual's representative 
payee, and shall explain to the reader the right under clause (i) of such individual or such 
individual's legal guardian or legal representative -- 
 
"(I) to appeal a determination that a representative payee is necessary for such individual, 
 
"(II) to appeal the designation of a particular person to serve as the representative payee 
of such individual, and 
 
"(III) to review the evidence upon which such designation is based and submit additional 
evidence.". 
 
(ii) Title xvi. -- Section 1631(a)(2)(B) of such Act (42 U.S.C. 1383(a)(2)(B)) is amended 
to read as follows: 
 
"(B) Selection of representative payees. -- 
 
"(i) Basis for selection. -- Any provision made under subparagraph (A) for payment of 
benefits to the representative payee of an individual or eligible spouse shall be made on 
the basis of – 
 
"(I) an investigation by the Secretary of the person to serve as representative payee, 
which shall be conducted before such payment, and shall, to the extent practicable, 
include a face-to-face interview with the person; and 
 
"(II) adequate evidence that such payment is in the interest of the individual or eligible 
spouse (as determined by the Secretary in regulations). 
 
"(ii) Elements of the investigation. – 
 
"(I) In general. -- As part of the investigation referred to in clause (i)(I), the Secretary 
shall – 
 
"(aa) require the person being investigated to submit documented proof of the identity of 
such person, unless information establishing such identity was submitted with an 
application for benefits under title II or this title; 
 
"(bb) verify the social security account number (or employer identification number) of 
such person; 
 
"(cc) determine whether such person has been convicted of a violation of section 208 or 
1632; and 
 
"(dd) determine whether payment of benefits to such person has been terminated pursuant 
to subparagraph (A)(ii)(II), 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 II or this title. 
 
"(II) Maintenance of records. -- The Secretary shall establish and maintain 2 centralized 
files, each of which shall be updated periodically and which shall be in a form which 
makes such files readily retrievable by each servicing office of the Social Security 
Administration, containing -- 
 
"(aa) a list of the names and social security account numbers (or employer identification 
numbers) of all persons with respect to whom payment of benefits has been terminated on 
or after January 1, 1991, pursuant to subparagraph (A)(ii)(II), or with respect to whom 
certification of payment of benefits has been revoked on or after such date pursuant to 
section 205(j), by reason of misuse of funds paid as benefits under title II or this title; and 
 
"(bb) a list of the names and social security account numbers (or employer identification 
numbers) of all persons who have been convicted of a violation of section 208, 1107(a), 
1128B, or 1632. 
 
"(iii) Disqualifications. -- Benefits of an individual may not be paid to any other person 
pursuant to subparagraph (A)(ii) if -- 
 
"(I) such person has previously been convicted as described in clause (ii)(I)(cc); 
 
"(II) except as provided in clause (iv), payment of benefits to such person pursuant to 
subparagraph (A)(ii) has previously been terminated as described in clause (ii)(I)(dd), or 
certification of payment of benefits to such person under section 215(j) has previously 
been revoked as described in section 215(j)(2)(B)(i)(IV); or 
 
"(III) except as provided in clause (v), such person is a creditor of the individual who 
provides the individual with goods or services for consideration. 
 
"(iv) Regulatory exemptions. -- The Secretary shall prescribe regulations under which the 
Secretary may grant an exemption from clause (iii)(II) to any person on a case-by-case 
basis if such exemption 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)(ii). 
 
"(v) Exemptions for certain creditors. -- 
 
"(I) In general. -- Clause (iii)(III) shall not apply to any person who is a creditor of the 
individual if the creditor is -- 
 
"(aa) a relative of the individual if such relative resides in the household of such 
individual; 
 
"(bb) a legal guardian or legal representative of the individual; 



 
"(cc) a facility that is licensed or certified as a care facility under the law of a State or a 
political subdivision of a State; 
 
"(dd) a person who is an administrator, owner, or employee of a facility referred to in 
clause (cc) if the individual resides in the facility, and the payment of benefits under this 
title to the facility or the person is made only after good faith efforts have been made by 
the local servicing office of the Social Security Administration to locate an alternative 
representative payee to whom the payment of such benefits would serve the best interests 
of the individual; or 
 
"(ee) an individual who is determined by the Secretary, on the basis of written findings 
and under procedures which the Secretary shall prescribe by regulation, to be acceptable 
to serve as a representative payee. 
 
"(II) Procedures applicable to exemption of certain creditors by secretary of hhs. -- The 
procedures referred to in subclause (I)(ee) shall require the individual who will serve as 
representative payee to establish, to the satisfaction of the Secretary, that -- 
 
"(aa) such individual poses no risk to the beneficiary; 
 
"(bb) the financial relationship of such individual to the beneficiary poses no substantial 
conflict of interest; and 
 
"(cc) no other more suitable representative payee can be found. 
 
"(vi) Deferral of payments in certain cases. -- 
 
"(I) In general. -- Subject to subclause (II), if the Secretary makes a determination 
described in subparagraph (A)(ii)(I) 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 subparagraph. 
 
"(II) Maximum deferral period. -- 
 
"(aa) In general. -- Except as provided in subdivision (bb), any deferral or suspension of 
direct payment of a benefit pursuant to subclause (I) shall be for a period of not more 
than 1 month. 
 
"(bb) Exceptions. -- Subdivision (aa) 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. 
 



"(vii) Resumption of payments. -- Payment pursuant to this subparagraph of any benefits 
which are deferred or suspended pending the selection of a representative payee shall be 
made – 
 
"(I) to the representative payee upon such selection; and 
 
"(II) as a single payment, or over such period as the Secretary determines is in the best 
interests of the individual entitled to such benefits. 
 
"(viii) Administrative and judicial review. -- 
 
"(I) In general. -- Any individual who is dissatisfied with a determination 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 representative 
payee of the individual, shall be entitled to a hearing by the Secretary, and to judicial 
review of the Secretary's final decision, to the same extent as is provided in subsection 
(c). 
 
"(II) Notice to precede first payment to representative payee. -- Before the first payment 
of an individual's benefit to a representative payee under subparagraph (A)(ii), the 
Secretary shall provide written notice of the Secretary's initial determination to so make 
the payment. Such notice shall be provided to -- 
 
"(aa) the legal guardian or legal 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 
 
"(bb) the individual, in any other case. 
 
"(III) Contents of notice. -- Any notice referred to in subclause (II) shall be clearly 
written in language that is easily understandable to the reader, identify the person selected 
to be the representative payee of the individual, and explain to the reader the right under 
subclause (I) of the individual or the legal guardian or legal representative of the 
individual – 
 
"(aa) to appeal a determination that a representative payee is necessary for the individual; 
 
"(bb) to appeal the selection of a particular person to be the representative payee of the 
individual; and 
 
"(cc) to review the evidence upon which the selection is based and submit additional 
evidence.". 
 
(B) Report on 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 feasibility of establishing and maintaining a 
current list, which would be readily available to local offices 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 Services shall, not later than 
July 1, 1991, 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. 
 
(2) Provision for compensation of qualified organizations serving as representative 
payees. -- 
 
(A) In general. -- 
 
(i) Title ii. -- Section 205(j) of such Act (42 U.S.C. 405(j)) is amended by redesignating 
paragraph (4) as paragraph (5), and by inserting after paragraph (3) the following new 
paragraph: 
 
"(4)(A) A qualified organization may collect from an individual a monthly fee for 
expenses (including overhead) incurred 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 -- 
 
"(i) 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. 
 
"(B) For purposes of this paragraph, the term 'qualified organization' means any 
communitybased nonprofit social service agency which is bonded or licensed in each 
State in which it serves as a representative payee and which, in accordance with any 
applicable regulations of the Secretary -- 
 
"(i) regularly provides services as the representative payee, pursuant to this subsection or 
section 1631(a)(2), concurrently to 5 or more individuals, and 
 
"(ii) demonstrates to the satisfaction of the Secretary that such agency is not otherwise a 
creditor of any such individual. 
 
"(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 collect any fee in excess of such 



maximum fee, shall be fined in accordance with title 18, United States Code, or 
imprisoned not more than 6 months, or both. 
 
"(D) This paragraph shall cease to be effective on January 1, 1994.". 
 
(ii) Title xvi. -- Section 1631(a)(2) of such Act (42 U.S.C. 1383(a)(2)) is amended -- 
 
(I) by redesignating subparagraph (D) as subparagraph (E); 
 
(II) by moving subparagraph (C) 4 ems to the right; and 
 
(III) by inserting after subparagraph (C) the following: 
 
"(D) Limitation on fees of qualified organizations serving as representative payees. -- 
 
"(i) Maximum fees. -- A qualified organization may collect from an individual a monthly 
fee for expenses (including overhead) incurred by such organization in providing services 
performed as such individual's representative payee pursuant to subparagraph (A)(ii) if 
the fee does not exceed the lesser of -- 
 
"(I) 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 clause 
shall be void and shall be treated as misuse by the organization of the individual's 
benefits under this title. 
 
"(ii) Qualified organization defined. -- For purposes of this subparagraph, the term 
'qualified 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; and 
 
"(II) in accordance with any applicable regulations of the Secretary -- 
 
"(aa) regularly provides services as a representative payee pursuant to subparagraph 
(A)(ii) or section 205(j)(4) concurrently to 5 or more individuals; and 
 
"(bb) demonstrates to the satisfaction of the Secretary that such person is not otherwise a 
creditor of any such individual. 
 
"(iii) Prohibition; penalty. -- 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, or imprisoned not more than 6 months, or both. 
 
"(iv) Termination. -- This subparagraph shall cease to be effective on January 1, 1994.". 
 
(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 pursuant to any 
amendment made by subparagraph (A), and 
 
(ii) Report by comptroller general. -- Not later than July 1, 1992, the Comptroller General 
of the United States shall conduct a study of the advantages and disadvantages of 
allowing qualified organizations serving as representative payees to charge fees 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 setting 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 applicant most likely to have a felony or misdemeanor conviction, 
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 payees. The Secretary shall transmit the results of such study to the 
Committee on Ways and Means of the House of Representatives and the Committee on 
Finance of the Senate not later than July 1, 1992. 
 
(5) Effective dates. -- 
 
(A) Use and selection of representative payees. -- The amendments made by paragraphs 
(1) and (2) shall take effect January 1, 1991, and shall apply only with respect to -- 
 
(i) certifications of payment of benefits under title II of the Social Security Act to 
representative payees made on or after such date; and 
 
(ii) provisions for payment of benefits under title XVI of such Act to representative 
payees made on or after such date. 
 
(B) Compensation of representative payees. -- The amendments made by paragraph (3) 
shall take effect July 1, 1991, 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 Auditing Requirements. -- 
 
(1) Improved access to certain information. -- 
 
(A) In general. -- Section 205(j)(3) of the Social Security Act is amended -- 
 
(i) by striking subparagraph (B); 
 
(ii) by redesignating subparagraphs (C), (D), and (E) as subparagraphs (B), (C), and (D), 
respectively; 
 
(iii) in subparagraph (D) (as so redesignated), by striking "(A), (B), (C), and (D)" and 
inserting "(A), (B), and (C)"; and 
 
(iv) by adding at the end the following new subparagraphs: 
 
"(E) The Secretary shall maintain a centralized file, which shall be updated periodically 
and which shall be in a form which will be readily retrievable by each servicing office of 
the Social Security Administration, of -- 
 
"(i) the address and the social security account number (or employer identification 
number) of each representative payee who is receiving benefit payments pursuant to this 
subsection or section 1631(a)(2), and 
 
"(ii) the address and social security account number of each individual for whom each 
representative payee is reported to be providing services as representative payee 
[*H10305] pursuant to this subsection or section 1631(a)(2). 
 
"(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 
agencies which are qualified to serve as representative payees pursuant to this subsection 
or section 1631(a)(2) and which are located in the area served by such servicing office.". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall take effect 
October 1, 1992, and the Secretary of Health and Human Services shall take such actions 
as are necessary to ensure that the requirements of section 205(j)(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 of 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(a)(2)(C) of the Social Security Act, 



which would include such additional reporting requirements, record maintenance 
requirements, 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(j) and 1631(a)(2). 
 
(B) Special procedures. -- In such study, the Secretary shall determine the appropriate 
means of implementing more stringent, statistically valid procedures for -- 
 
(i) reviewing reports which would be submitted to the Secretary under any system 
described in subparagraph (A), and 
 
(ii) periodic, random audits of records which would be kept under such a system, 
 
in order to identify any instances in which high-risk representative payees are misusing 
payments made pursuant to section 205(j) 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 (other than a Federal or State institution) who -- 
 
(i) regularly provides concurrent services as a representative payee under such section 
205(j), such section 1631(a)(2), or both such sections, for 5 or more individuals who are 
unrelated to such representative payee, 
 
(ii) is neither related to an individual on whose behalf the payee is being paid benefits nor 
living in the same household with such individual, 
 
(iii) 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, 1991. Such report shall 
include an evaluation of the feasibility and desirability of legislation implementing 
stricter accounting and review procedures for high-risk representative payees in all 
servicing offices of the Social Security Administration (together with proposed legislative 
language). 
 
(3) Demonstration projects relating to provision of information to local agencies 
providing child and adult protective services. -- 
 
(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 each 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 available, for the duration of the project, to the appropriate State agency, a listing 
of addresses of multiple 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 II, benefits under title XVI, or any combination of such 
benefits are being received by 5 or more individuals. For purposes of this subparagraph, 
in the case of benefits under title II, 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 subparagraph 
(A) is the agency of the State which the Secretary 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 
entities included in such term by section 210(h) of the Social Security Act (42 U.S.C. 
410(h)). 
 
(c) Reports to the Congress. -- 
 
(1) In general. -- 
 
(A) Title ii. -- Section 205(j)(5) of the Social Security Act (as so redesignated by 
subsection (a)(3)(A)(i) of this section) 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 
subsection, including the number of cases in which the representative 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 
appropriate.". 
 
(B) Title xvi. -- Section 1631(a)(2)(E) of the Social Security Act (42 U.S.C. 
1383(a)(2)(E)), as so redesignated by subsection (a)(3)(A)(ii)(I) of this section, is 
amended to read as follows: 
 



"(E) Information required to be included in section 704 report. -- 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 paragraph, including -- 
 
"(i) the number of cases in which the representative payee was changed; 
 
"(ii) 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 (including 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 reports issued for years after 1990. 
 
(3) Feasibility study regarding involvement of department of veterans affairs. -- As soon 
as practicable after the date of the enactment of this Act, Secretary of Health and Human 
Services, in cooperation with the Secretary of Veterans Affairs, shall conduct a study of 
the feasibility of legislation 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 II or XVI of the Social Security 
Act and benefits paid by the Department of Veterans 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 Ways and Means of the House of Representatives and 
the Committee on Finance of the Senate a report setting forth the results of such study, 
together with any recommendations. 
 
SEC. 12806. FEES FOR REPRESENTATION OF CLAIMANTS IN 
ADMINISTRATIVE PROCEEDINGS. 
 
(a) In General. -- 
 
(1) Title II. -- Subsection (a) of section 206 of the Social Security Act (42 U.S.C. 406(a)) 
is amended – 
 
(A) by inserting "(1)" after "(a)"; 
 
(B) in the fourth sentence, by striking "charged" and inserting "recovered"; and 
 
(C) by striking the fifth 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 -- 
 



"(i) an agreement between the claimant and another person regarding any fee to be 
recovered by such person to compensate such person for services with respect to the 
claim is presented in writing to the Secretary prior to the time of the Secretary's 
determination regarding the claim, 
 
"(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 
applicable reduction under section 1127(a)), or 
 
"(II) $4,000, and 
 
"(iii) the determination is favorable to the claimant, 
 
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)(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(i) since such date. The Secretary shall 
publish any such increased 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 approved an 
agreement pursuant to subparagraph (A), the Secretary shall provide the claimant and the 
person representing the claimant a written notice of -- 
 
"(i) the dollar amount of the past-due benefits (as determined before any applicable 
reduction under section 1127(a)) and the [*H10306] dollar amount of the past-due 
benefits payable to the claimant, 
 
"(ii) the dollar amount of the maximum fee which may be charged or recovered as 
determined under this paragraph, and 
 
"(iii) 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 maximum fee as determined under paragraph (2) if, within 15 days after 
receipt of the notice provided pursuant to paragraph (2)(C) -- 
 
"(i) the claimant, or the administrative law judge or other adjudicator who made the 
favorable determination, submits a written request to the Secretary to reduce the 
maximum fee, or 
 



"(ii) the person representing the claimant submits a written request to the Secretary to 
increase the maximum fee. 
 
Any such review shall be conducted after providing the claimant, the person representing 
the claimant, and the adjudicator with reasonable notice of such request and an 
opportunity to submit written information in favor of or in opposition to such request. 
The adjudicator may request the Secretary to reduce the maximum fee only on the basis 
of evidence of the failure of the person representing the claimant to represent adequately 
the claimant's interest or on the basis of evidence that the fee is clearly excessive for 
services rendered. 
 
"(B)(i) In the case of a request for review under subparagraph (A) by the claimant or by 
the person representing the claimant, such review shall be conducted by the 
administrative 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 conducted 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 
maximum fee. Any such amount so affirmed or modified shall be considered the amount 
of the maximum fee which may be recovered under paragraph (2). The decision of the 
administrative law judge or other person conducting the review shall not be subject to 
further review. 
 
"(4)(A) Subject to 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 
attorney 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 paragraph 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) Title XVI. -- Paragraph (2)(A) of section 1631(d) of the Social Security Act (42 
U.S.C. 1383(d)(2)(A)) is amended to read as follows: 
 



"(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 II, and in so 
applying such provisions 'section 1631(g)' shall be substituted for 'section 1127(a)'.". 
 
(b) Protection of Attorney's Fees From Offsetting SSI Benefits. -- Subsection (a) of 
section 1127 of such Act is amended by adding at the end the following new sentence: "A 
benefit under title II 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 recovered from such benefit by an attorney pursuant to 
section 206(a)(4).". 
 
(c) Limitatation of Travel Expenses for Representation of Claimants at Administrative 
Proceedings. -- Section 201(j) (42 U.S.C. 401(j)), section 1631(h) (42 U.S.C. 1383(h)), 
and section 1817(i) (42 U.S.C. 1395i(i)) of such Act are each amended by adding at the 
end the following 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 
expenses incurred on or after January 1, 1991. 
 
SEC. 12807. NOTICE REQUIREMENTS. 
 
(a) Requirements. -- 
 
(1) Title ii. -- Section 205 of the Social Security Act (42 U.S.C. 405) is amended by 
inserting after subsection (r) the following new subsection: 
 
"NOTICE REQUIREMENTS 
 
"(s) The Secretary shall take such actions as are necessary to ensure that any notice to one 
or more individuals issued pursuant to this title by the Secretary or by a State agency -- 
 
"(1) is written in simple and clear language, and 
 
"(2) includes the address and telephone number of the local office of the Social Security 
Administration which serves the recipient. 
 
In the case of any such notice which is not generated by a local servicing office, the 
requirements of paragraph (2) shall be treated as satisfied if such notice includes the 
address of the local office of the Social Security Administration which services the 
recipient of the notice and a telephone number through which such office can be 
reached.". 



 
(2) Title xvi. -- Section 1631 of such Act (42 U.S.C. 1383) is amended by adding at the 
end the following: 
 
"NOTICE REQUIREMENTS 
 
"(n) The Secretary shall take such actions as are necessary to ensure that any notice to 
one or more individuals issued pursuant to this title by the Secretary or by a State agency 
– 
 
"(1) is written in simple and clear language, and 
 
"(2) includes the address and telephone number of the local office of the Social Security 
Administration which serves the recipient. 
 
In the case of any such notice which is not generated by a local servicing office, the 
requirements of paragraph (2) shall be treated as satisfied if such notice includes the 
address of the local office of the Social Security Administration which services the 
recipient of the notice and a telephone number through which such office can be 
reached.". 
 
(b) Effective Date. -- The amendments made by this section shall apply with respect to 
notices issued on or after January 1, 1991. 
 
Sec. 12808. APPLICABILITY OF ADMINISTRATIVE RES JUDICATA; RELATED 
NOTICE REQUIREMENTS. 
 
(a) In General. -- 
 
(1) Title ii. -- Section 205(b) of the Social Security Act (42 U.S.C 405(b)) is amended by 
adding at the end the following new paragraph: 
 
"(3)(A) A failure to timely request review of an initial adverse determination with respect 
to an application for any benefit under this title or an adverse determination on 
reconsideration of such an initial determination 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 
Security 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 entitlement to benefits under this title of choosing to reapply in lieu 
of requesting review of the determination.". 



(2) Title xvi. -- Section 1631(c)(1) of such Act (42 U.S.C 1383(c)(1)) is 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 
reconsideration of such an initial determination shall not serve as a basis for denial of a 
subsequent application for any payment 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 payments in lieu of seeking 
review of an adverse determination, provided by any officer or employee of the Social 
Security Administration. 
 
"(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 entitlement to payments under this title of choosing to reapply in 
lieu of requesting review of the determination.". 
 
(b) Effective Date. -- The amendments made by this section shall apply with respect to 
adverse determinations made on or after January 1, 1991. 
 
SEC. 12809. TELEPHONE ACCESS TO THE SOCIAL SECURITY 
ADMINISTRATION 
 
(a) Required Minimum Level of Access to Local Offices. -- 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 of the Social Security Administration at the level of 
access generally available as of September 30, 1989. 
 
[*H10307] (b) Telephone Listings. -- The Secretary shall make such requests of local 
telephone utilities in the United States as 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 reestablished under subsection (a) in such locality. 
With respect to any toll-free number maintained by the Social Security Administration, 
the required listing shall include the following statement: "For general information, call -- 
-- ", followed by the toll-free number. 
 
(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 established by this section on the Social 
Security Administration's allocation of resources, workload levels, and service to the 
public, and 
 
(2) presents a plan for using new, innovative technologies to enhance access to the local 
offices of the Social Security Administration. 
 
The plan described in paragraph (2) shall be directed at maintaining access by telephone 
to the offices of the Social Security Administration at a level which is at least as high as 
the level required under subsection (a). 
 
(d) GAO Report. -- Not later than 90 days after the date of the enactment of this Act, the 
Comptroller General of the United States shall submit a report to the 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 60 days after the date of the 
enactment of this Act. 
 
SEC. 12810. VOCATIONAL REHABILITATION DEMONSTRATION PROJECTS. 
 
(a) Demonstration Project. -- 
 
(1) In general. -- Pursuant to section 505 of the Social Security Disability Amendments of 
1980, the Secretary of Health and Human Services shall develop and carry out under this 
section demonstration projects in each of not fewer than three States. Each such 
demonstration project shall be designed to assess the advantages and disadvantages of 
permitting disabled beneficiaries (as defined in paragraph (3)) to select, from among both 
public and private qualified vocational rehabilitation providers, providers of vocational 
rehabilitation services directed at enabling such beneficiaries to engage in substantial 
gainful activity. Each such demonstration project shall commence as soon as practicable 
after the date of the enactment of this Act and shall remain in operation until the end of 
fiscal year 1993. 
 
(2) Scope and participation. -- Each demonstration project shall be of sufficient scope and 
open to sufficient participation by disabled beneficiaries so as to permit meaningful 
determinations under subsection (b). 
 
(3) Disabled beneficiary. -- For purposes of this section, the term "disabled beneficiary" 
means an individual who is entitled to disability insurance benefits under section 223 of 
the Social Security Act or benefits under section 202 of such Act based on such 
individual's own disability. 
 
(b) Matters To Be Determined. -- In the course of each demonstration project conducted 
under this section, the Secretary shall determine the following: 



(1) the extent to which disabled beneficiaries participate in the process of selecting 
providers of rehabilitation services, and their reasons for participating or not 
participating; 
 
(2) notable characteristics of participating disabled beneficiaries (including their 
impairments), classified by the type of provider selected; 
 
(3) the various needs for rehabilitation demonstrated by participating disabled 
beneficiaries, classified by the type of provider selected; 
 
(4) the extent to which providers of rehabilitation services which are not agencies or 
instrumentalities of States accept referrals of disabled beneficiaries under procedures in 
effect under section 222(d) of the Social Security Act as of the date of the enactment of 
this Act relating to reimbursement for such services and the most effective way of 
reimbursing such providers in accordance with such provisions; 
 
(5) the extent to which providers participating in the demonstration projects enter into 
contracts with third parties for services and the types of such services; 
 
(6) whether, and if so the extent to which, disabled beneficiaries who select their own 
providers of rehabilitation services are more likely to engage in substantial gainful 
activity and thereby terminate their entitlement under section 202 or 223 of the Social 
Security Act than those who do not; 
 
(7) the cost effectiveness of permitting disabled beneficiaries to select their providers of 
vocational rehabilitation services, and the comparative cost effectiveness of different 
types of providers; and 
 
(8) the feasibility of establishing a permanent national program for allowing disabled 
beneficiaries to choose their own qualified vocational rehabilitation provider and any 
additional safeguards which would be necessary to assure the effectiveness of such a 
program. 
 
(c) Procedural Requirements. -- 
 
(1) Selection of participants. -- The Secretary shall select for participation in each 
demonstration project under this section disabled beneficiaries for whom there is a 
reasonable likelihood that rehabilitation services provided to them will result in 
performance by them of substantial gainful activity for a continuous period of nine 
months prior to termination of the project. 
 
(2) Selection of providers of rehabilitation services. -- The Secretary shall select qualified 
rehabilitation agencies to serve as providers of rehabilitation services in the geographic 
area covered by each demonstration project conducted under this section. The Secretary 
shall make such selection after consultation with disabled individuals and organizations 
representing such individuals. With respect to each demonstration project, the Secretary 



may approve on a caseby- case basis additional qualified rehabilitation agencies from 
outside the geographic area covered by the project to serve particular disabled 
beneficiaries. 
 
(3) Reimbursement of providers. -- 
 
(A) Except as provided in subparagraph (B), providers of rehabilitation services under 
each demonstration project under this section shall be reimbursed in accordance with the 
procedures in effect under the provisions of section 222(d) of the Social Security Act as 
of the date of the enactment of this Act relating to reimbursement for services provided 
under such section. 
 
(B) The Secretary may contract with providers of rehabilitation services under each 
demonstration project under this section on a fee-for-service basis in order to -- 
 
(i) conduct vocational evaluations directed at identifying those disabled beneficiaries who 
have reasonable potential for engaging in substantial gainful activity and thereby 
terminating their entitlement to benefits under section 202 or 223 of the Social Security 
Act if provided with vocational rehabilitation services as participants in the project, and 
 
(ii) develop jointly with each disabled beneficiary so identified an individualized, written 
rehabilitation program. 
 
(C) Each written rehabilitation program developed pursuant to subparagraph (B)(ii) for 
any participant shall include among its provisions -- 
 
(i) a statement of the participant's rehabilitation goal, 
 
(ii) a statement of the specific rehabilitation services to be provided and of the identity of 
the provider to furnish such services, 
 
(iii) the projected date for the initiation of such services and their anticipated duration, 
and 
 
(iv) objective criteria and an evaluation procedure and schedule for determining whether 
the stated rehabilitation goal is being achieved. 
 
(d) Reports. -- 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 an interim written report on the progress of the demonstration 
projects conducted under this section not later than April 1, 1992, together with any 
related data and materials which the Secretary considers appropriate. The Secretary shall 
submit a final written report to such Committees addressing the matters to be determined 
under subsection (b) not later than April 1, 1994. 
 



(e) State. -- For purposes of this section, the term "State" means a State, including the 
entities included in such term by section 210(h) of the Social Security Act (42 U.S.C. 
410(h)). 
 
(f) Continuation of Demonstration Authority. -- Section 505(c) of the Social Security 
Disability Amendments of 1980 (42 U.S.C. 1310 note) is amended to read as follows: 
 
"(c) The Secretary shall submit to the Congress a final report with respect to all 
experiments and demonstration projects carried out under this section (other than 
demonstration projects conducted under section 12810 of the Omnibus Budget 
Reconciliation Act of 1990) no later than October 1, 1993.". 
 
(g) New Spending Authority. -- Any new spending authority provided by this section 
shall be effective for any fiscal year only to such extent or in such amounts as are 
provided in advance in appropriation Acts. 
 
SEC. 12811. EXEMPTION FOR CERTAIN ALIENS, RECEIVING AMNESTY 
UNDER THE IMMIGRATION AND NATIONALITY ACT, FROM PROSECUTION 
FOR MISREPORTING OF EARNINGS OR MISUSE OF SOCIAL SECURITY 
ACCOUNT NUMBERS OR SOCIAL SECURITY CARDS. 
 
(a) In General. -- Section 208 of the Social Security Act (42 U.S.C. 408) is amended by 
adding at the end the following: 
 
"(d)(1) Except as provided in paragraph (2), an alien -- 
 
"(A) whose status is adjusted to that of lawful temporary resident under section 210 or 
245A of the Immigration and Nationality Act or under section 902 of the Foreign 
Relations Authorization Act, Fiscal Years 1988 and 1989, 
 
"(B) whose status is adjusted to that of permanent resident -- 
 
"(i) under section 202 of the Immigration Reform and Control Act of 1986, or 
 
"(ii) pursuant to section 249 of the Immigration and Nationality Act, or 
 
"(C) who is granted special immigrant status under section 101(a)(27)(I) of the 
Immigration and Nationality Act, 
 
[*H10308] shall not be subject to prosecution for any alleged conduct described in 
paragraph (6) or (7) of subsection (a) if such conduct is alleged to have occurred prior to 
60 days after the date of the enactment of the Omnibus Budget Reconciliation Act of 
1990. 
 
"(2) Paragraph (1) shall not apply with respect to conduct (described in subsection 
(a)(7)(C)) consisting of -- 



 
"(A) selling a card that is, or purports to be, a social security card issued by the Secretary, 
 
"(B) possessing a social security card with intent to sell it, or 
 
"(C) counterfeiting a social security card with intent to sell it.". 
 
(b) Technical and Conforming Amendments. -- So much of section 208 of such Act as 
precedes subsection (d) (as added by subsection (a) of this section) is amended -- 
 
(1) in subsection (a), by redesignating paragraphs (1), (2), and (3) as subparagraphs (A), 
(B), and (C), respectively; 
 
(2) in subsection (g), by redesignating paragraphs (1), (2), and (3) as subparagraphs (A), 
(B), and (C), respectively; 
 
(3) by redesignating subsections (a) through (h) as paragraphs (1) through (8), 
respectively; 
 
(4) by inserting "(a)" before "Whoever"; 
 
(5) by inserting "(b)" at the beginning of the next-to-last undesignated paragraph; and 
 
(6) by inserting "(c)" at the beginning of the last undesignated paragraph. 
 
SEC. 12812. REDUCTION OF AMOUNT OF WAGES NEEDED TO EARN A YEAR 
OF COVERAGE APPLICABLE IN DETERMINING SPECIAL MINIMUM PRIMARY 
INSURANCE AMOUNT. 
 
(a) In General. -- Section 215(a)(1)(C)(ii) of the Social Security Act (42 U.S.C. 
415(a)(1)(C)(ii)) is amended by striking "of not less than 25 percent" the first place it 
appears and all that follows through "1977) if" and inserting "of not less than 25 percent 
(in the case of a year after 1950 and before 1978) of the maximum amount which 
(pursuant to subsection (e)) may be counted for such year, or 25 percent (in the case of a 
year after 1977 and before 1991) or 15 percent (in the case of a year after 1990) of the 
maximum amount which (pursuant to subsection (e)) could be counted for such year if". 
 
(b) Retention of Current Amount of Wages Needed To Earn a Year of Coverage for 
Purposes of Windfall Elimination Provision. -- Section 215(a)(7)(D) of such Act (42 
U.S.C. 415(a)(7)(D)) is amended – 
 
(1) in the first sentence, by striking "(as defined in paragraph (1)(C)(ii))"; and 
 
(2) by adding at the end (after the table) the following new flush sentence: 
 



"For purposes of this subparagraph, the term 'year of coverage' shall have the meaning 
provided in paragraph (1)(C)(ii), except that the reference to '15 percent' therein shall be 
deemed to be a reference to '25 percent'.". 
 
SEC. 12813. ELIMINATION OF ELIGIBILITY FOR RETROACTIVE BENEFITS 
FOR CERTAIN INDIVIDUALS ELIGIBLE FOR REDUCED BENEFITS. 
 
(a) In General. -- Section 202(j)(4) of the Social Security Act (42 U.S.C. 402(j)(4)) is 
amended – 
 
(1) in subparagraph (A), by striking "if the effect" and all that follows and inserting "if 
the amount of the monthly benefit to which such individual would otherwise 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 (ii), 
(iii), and (v) as clauses (i), (ii), and (iii), respectively. 
 
(b) Effective Date. -- The amendments made by this section shall apply with respect to 
applications for benefits filed on or after January 1, 1991. 
 
SEC. 12814. CHARGING OF EARNINGS OF CORPORATE DIRECTORS. 
 
(a) In General. -- 
 
(1) Title II of the Social Security Act is amended by moving the last undesignated 
paragraph of section 211(a) of such title (as added by section 9022(a) of the Omnibus 
Budget Reconciliation Act of 1987) to the end of section 203(f)(5) of such title. 
 
(2) The undesignated paragraph moved to section 203(f)(5) of the Social Security Act by 
paragraph (1) is amended -- 
 
(A) by striking "Any income of an individual which results from or is attributable to" and 
inserting "(E) For purposes of this section, any individual's net earnings from self-
employment which result from or are attributable to", 
 
(B) by striking "the income is actually paid" and inserting "the income, on which the 
computation of such net earnings from self-employment is based, is actually paid"; and 
 
(C) by striking "unless it was" and inserting "unless such income was". 
 
(3) The last undesignated paragraph of section 1402(a) of the Internal Revenue Code of 
1986 (as added by section 9022(b) of the Omnibus Budget Reconciliation Act of 1987) is 
repealed. 
 
(b) Effective Date. -- The amendments made by this section shall apply with respect to 
services performed in taxable years beginning after December 31, 1990. 



 
SEC. 12815. COLLECTION OF EMPLOYEE SOCIAL SECURITY AND RAILROAD 
RETIREMENT TAXES ON TAXABLE GROUP-TERM LIFE INSURANCE 
PROVIDED TO RETIREES. 
 
(a) Social Security Taxes. -- Section 3102 of the Internal Revenue Code of 1986 (relating 
to deduction of tax from wages) is amended by adding at the end thereof the following 
new subsection: 
 
"(d) Special Rule for Certain Taxable Group-Term Life Insurance Benefits. -- 
 
"(1) In general. -- In the case of any payment for group-term life insurance to which this 
subsection applies -- 
 
"(A) subsection (a) shall not apply, 
 
"(B) the employer shall separately include on the statement required under section 6051 -
- 
 
"(i) the portion of the wages which consists of payments for group-term life insurance to 
which this subsection applies, and 
 
"(ii) the amount of the tax imposed by section 3101 on such payments, and 
 
"(C) the tax imposed by section 3101 on such payments shall be paid by the employee. 
 
"(2) Benefits to which subsection applies. -- This subsection shall apply to any payment 
for group-term life insurance to the extent -- 
 
"(A) such payment constitutes wages, and 
 
"(B) such payment is for coverage for periods during which an employment relationship 
no longer exists between the employee and the employer." 
 
(b) Railroad Retirement Taxes. -- Section 3202 of such Code (relating to deduction of tax 
from compensation) is amended by adding at the end thereof the following new 
subsection: 
 
"(d) Special Rule for Certain Taxable Group-Term Life Insurance Benefits. -- 
 
"(1) In general. -- In the case of any payment for group-term life insurance to which this 
subsection applies -- 
 
"(A) subsection (a) shall not apply, 
 



"(B) the employer shall separately include on the statement required under section 6051 -
- 
 
"(i) the portion of the compensation which consists of payments for group-term life 
insurance to which this subsection applies, and 
 
"(ii) the amount of the tax imposed by section 3101 on such payments, and 
 
"(C) the tax imposed by section 3101 on such payments shall be paid by the employee. 
 
"(2) Benefits to which subsection applies. -- This subsection shall apply to any payment 
for group-term life insurance to the extent -- 
 
"(A) such payment constitutes compensation, and 
 
"(B) such payment is for coverage for periods during which an employment relationship 
no longer exists between the employee and the employer." 
 
(c) Effective Date. -- The amendments made by this section shall apply to coverage 
provided after December 31, 1990. 
 
SEC. 12816. CONSOLIDATION OF OLD METHODS OF COMPUTING PRIMARY 
INSURANCE AMOUNTS. 
 
(a) Consolidation of Computation Methods. -- 
 
(1) In general. -- Section 215(a)(5) of the Social Security Act (42 U.S.C. 415(a)(5)) is 
amended – 
 
(A) by striking "For purposes of" and inserting "(A) Subject to subparagraphs (B), (C),  
(D) and (E), for purposes of"; 
 
(B) by striking the last sentence; and 
 
(C) by adding at the end the following new subparagraphs: 
 
"(B)(i) Subject to clauses (ii), (iii), and (iv), and notwithstanding any other provision of 
law, the primary insurance amount of any individual described in subparagraph (C) shall 
be, in lieu of the primary insurance amount as computed pursuant to any of the provisions 
referred to in subparagraph (D), the primary insurance amount computed under 
subsection (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 individual by reason of such individual's 
eligibility for an old-age or disability insurance benefit, or the individual's death, prior to 
1979, and 
 
"(ii) such individual's primary insurance amount computed under this section as in effect 
immediately before the date of the enactment of the Omnibus Budget Reconciliation Act 
of 1990 would have been computed under the provisions described in subparagraph (D). 
 
"(D) The provisions described in this subparagraph are -- 
 
"(i) the provisions of this subsection as in effect prior to the enactment of the Social 
Security Amendments of 1965, if such provisions [*H10309] would preclude the use of 
wages prior to 1951 in the computation of the primary insurance amount, 
 
"(ii) the provisions of section 209 as in effect prior to the enactment of the Social 
Security Act Amendments of 1950, and 
 
"(iii) the provisions of section 215(d) as in effect prior to the enactment of the Social 
Security Amendments of 1977. 
 
"(E) For purposes of this paragraph, the table for determining primary insurance amounts 
and maximum family benefits contained in this section in December 1978 shall be 
revised as provided by subsection (i) for each year after 1978.". 
 
(2) Computation of primary insurance benefit under 1939 act. -- 
 
(A) Division of wages by elapsed years. -- Section 215(d)(1) of such Act (42 U.S.C. 
415(d)(1)) is amended – 
 
(i) in subparagraph (A), by inserting "and subject to section 104(j)(2) of the Social 
Security Amendments of 1972" after "thereof"; and 
 



(ii) 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) -- 
 
"(i) the total wages prior to 1951 (as defined in subparagraph (C) of this paragraph) of an 
individual -- 
 
"(I) shall, in the case of an individual who attained age 21 prior to 1950, be divided by 
the number of years (hereinafter in this subparagraph referred to as the 'divisor') elapsing 
after the year in which the individual attained age 20, or 1936 if later, and prior to the 
earlier of the year of death or 1951, except that such divisor shall not include any 
calendar year entirely included in a period of disability, and in no case shall the divisor be 
less than one, and 
 
"(II) 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 
 
"(ii) the total wages prior to 1951 (as defined 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 (iii) of section 215(d)(1)(B) of such Act (42 
U.S.C. 415(d)(1)(B)(iii)) is amended to read as follows: 
 
"(iii) if the quotient exceeds $3,000, only $3,000 shall be deemed to be the individual's 
wages for each of the years which were used in computing the amount of the divisor, and 
the remainder 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) immediately 
preceding the earliest year to which a full $3,000 increment was credited; and". 
 
(C) Applicability. -- Section 215(d) of such Act is further amended -- 
 
(i) in paragraph (2)(B), by striking "except as provided in paragraph (3),"; 
 
(ii) by striking paragraph (2)(C) and inserting the following: 
 



 
"(C)(i) who becomes entitled to benefits under section 202(a) or 223 or who dies, or 
 
"(ii) whose primary insurance amount is required to be recomputed under paragraph (2), 
(6), or (7) of subsection (f) or under section 231."; and 
 
(iii) by striking paragraphs (3) and (4). 
 
(3) Conforming amendments. -- 
 
(A) Section 215(i)(4) of such Act (42 U.S.C. 415(i)(4)) is amended in the first sentence 
by inserting "and as amended by section 12816 of the Omnibus Budget Reconciliation 
Act of 1990" after "as then in effect". 
 
(B) Section 203(a)(8) of such Act (42 U.S.C. 403(a)(8)) is amended in the first sentence 
by inserting "and as amended by section 12816 of the Omnibus Budget Reconciliation 
Act of 1990," after "December 1978" the second place it appears. 
 
(C) Section 215(c) of such Act (42 U.S.C. 415(c)) is amended by striking "This" and 
inserting "Subject to the amendments made by section 12816 of the Omnibus Budget 
Reconciliation Act of 1990, this". 
 
(D) Section 215(f)(7) of such Act (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 insurance amount 
computed under any such subsection whose operation is modified as a result of the 
amendments made by section 12816 of the Omnibus Budget Reconciliation Act of 
1990.". 
 
(E)(i) Section 215(d) of such Act (42 U.S.C. 415(d)) is amended by redesignating 
paragraph (5) as paragraph (3). 
 
(ii) Subsections (a)(7)(A), (a)(7)(C)(ii), and (f)(9)(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 "subsection (d)(3)". 
 
"(iii) Section 215(f)(9)(B) of such Act (42 U.S.C. 415(f)(9)(B)) is amended by striking 
"subsection (a)(7) or (d)(5)" each place it appears and inserting "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 computation of the primary insurance amount 
of any insured individual in any case in which a person becomes entitled to benefits 
under section 202 or 223 on the basis of such insured individual's wages and self-
employment income for months 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 entitled 
to benefits based on the wages and self employment 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 recomputation of such primary insurance 
amount if such recomputation is first effective for monthly benefits for months after the 
18-month period following the month in which this Act is enacted. 
 
(b) Benefits in Case of Veterans. -- Section 217(b) of such Act (42 U.S.C. 417(b)) is 
amended -- 
 
(1) in the first sentence of paragraph (1), by striking "Any" and inserting "Subject to 
paragraph (3), any"; and 
 
(2) by adding at the end the following new paragraph: 
 
"(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 insurance 
amount of the deceased World War II veteran, of any surviving individual 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 insurance amount of such veteran for the month preceding the 
month in which such application is made.". 
 
(c) Applicability of Alternative Method for Determining Quarters 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) of such Act 
(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 individual on the basis of the number of 
quarters of coverage so derived plus the number of quarters of coverage derived from the 
wages and selfemployment income credited to such individual for periods after 1950.". 
 
(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 individuals who -- 
 
(A) make application for benefits under section 202 of the Social Security Act after the 
18-month period following the month in which this 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. 12817. SUSPENSION OF DEPENDENT'S BENEFITS WHEN THE WORKER IS 
IN AN EXTENDED PERIOD OF ELIGIBILITY. 
 
(a) In General. -- Section 223(e) of the Social Security Act is amended by -- 
 
(1) by inserting "(1)" after "(e)"; and 
 
(2) by adding at the end the following new paragraph: 
 
"(2) No benefit shall be payable under section 202 on the basis of the wages and 
selfemployment income of an individual entitled to a benefit under subsection (a)(1) of 
this section for any month for which the benefit of such individual under subsection 
(a)(1) is not payable under paragraph (1).". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply with respect to 
benefits for months after the date of the enactment of this Act. 
 
Sec. 12818. TIER 1 RAILROAD RETIREMENT TAX RATES EXPLICITLY 
DETERMINED BY REFERENCE TO SOCIAL SECURITY TAXES. 
 
(a) 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 "applicable", 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 effect 
under subsections (a) and (b) of section 3101 for the calendar year." 
 
[*H10310] (b) Tax on Employee Representatives. -- Paragraph (1) of section 3211(a) of 
such Code (relating to rate of tax) is amended -- 
 
(1) by striking "following" and inserting "applicable", and 
 
(2) by striking "representative:" and all that follows and inserting "representative. For 
purposes of the preceding sentence, the term 'applicable percentage' means the 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 "applicable", 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." 
 
SEC. 12819. TRANSFER TO RAILROAD RETIREMENT ACCOUNT. 
 
Subsection (c)(1)(A) of section 224 of the Railroad Retirement Solvency Act of 1983 
(relating to section 72(r) revenue increase transferred to certain railroad accounts) is 
amended by striking "1990" and inserting "1992". 
 
SEC. 12820. MISCELLANEOUS TECHNICAL CORRECTIONS. 
 
(a) In General. -- 
 
(1) Amendment relating to section 7088 of public law 100-690. -- Section 208 of the 
Social Security Act (42 U.S.C. 408) is amended, in the last undesignated paragraph, by 
striking "section 405(c)(2) of this title" and inserting "section 205(c)(2)". 
 
(2) Amendments relating to section 322 of public law 98-21. -- Paragraphs (1) and (2) of 
section 322(b) of the Social Security Amendments of 1983 (Public Law 98-21, 97 Stat. 
121) are each amended by inserting "the first place it appears" before "the following". 
 
(3) Amendment relating to section 1011B(b)(4) of public law 100-647. -- Section 211(a) 
of the Social Security Act (42 U.S.C. 411(a)) is amended by redesignating the second 
paragraph (14) as paragraph (15). 
 
(4) Amendment relating to section 2003(d) of public law 100-647. -- Paragraph (3) of 
section 3509(d) of the Internal Revenue Code of 1986 (as amended by section 2003(d) of 
the Technical and Miscellaneous Revenue Act of 1988 (Public Law 100-647; 102 Stat. 
3598)) is further amended by striking "subsection (d)(4)" and inserting "subsection 
(d)(3)". 
 
(5) Amendment relating to section 10208 of public law 101-239. -- Section 209(a)(7)(B) 
of the Social Security Act (42 U.S.C. 409(a)(7)(B)) is amended by striking "subparagraph 
(B)" in the matter following clause (ii) and inserting "clause (ii)". 
 
(b) Effective Dates. -- The amendments made by subsection (a) shall be effective as if 
included in the enactment of the provision to which it relates. 
 



Subtitle J -- Miscellaneous and Technical Amendments Relating to the Medicare 
Program 
 
PART 1 -- NO-COST PROVISIONS 
 
SEC. 12901. PATIENT SELF-DETERMINATION. 
 
(a) Provisions Relating to Medicare Part A. -- 
 
(1) In general. -- Section 1866(a)(1) of the Social Security Act (42 U.S.C. 1395cc(a)(1) is 
amended -- 
 
(A) by striking "and" at the end of subparagraph (O), 
 
(B) by striking the period at the end of subparagraph (P) and inserting a comma, and 
 
(C) by inserting after subparagraph (P) the following new subparagraphs: 
 
"(Q) in the case of a hospital, at the time of each adult's admission (other than emergency 
admission) as an inpatient, or, in the case of a hospice program, at the time of each adult's 
election of hospice benefits under section 1812 -- 
 
"(i) to inquire whether the adult has executed an advanced directive (described in section 
1878(b)(2)); 
 
"(ii) to document in the adult's medical record whether or not the individual has executed 
such a directive; and 
 
"(iii) to provide the adult with the hospital's or program's written policy concerning the 
implementation of advanced directives (including such policies relating to transfers of 
individuals, consistent with State law); and 
 
"(R) in the case of a hospital or hospice program, to educate the hospital's or program's 
medical staff and other appropriate personnel on State law (whether statutory or as 
recognized by the courts of the State) regarding patient self-determination;". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to agreements 
as the first day of the first month beginning more than 1 year after the date of the 
enactment of this Act. 
 
(b) Provisions Relating to Parts A and B. -- 
 
(1) Condition of participation for home health agencies. -- Section 1866(a)(1)(Q) of the 
Social Security Act (42 U.S.C. 1395cc(a)(1)(Q)), as inserted by subsection (a)(1), is 
amended – 
 



(A) in subparagraph (Q) before clause (i), by inserting before the dash the following: 
"and, in the case of a home health agency, in advance of the adult coming under the care 
of such agency", 
 
(B) in clauses (ii) and (iii) of subparagraph (Q) and in subparagraph (R), by striking "or 
program's" and inserting ", program's, or agency's;", and 
 
(C) in subparagraph (Q), by striking "or hospice program" and inserting ", hospice 
program, or home health agency". 
 
(2) As a contractual condition for health maintenance organizations and competitive 
medical plans. -- Section 1876(c) of such Act (42 U.S.C. 1395mm(c)) is amended by 
adding at the end the following new paragraph: 
 
"(8) Each risk-sharing contract and reasonable cost reimbursement contract under this 
section and each contract with an organization to receive payment on a prepayment basis 
under section 1833(a)(1)(A) shall provide that -- 
 
"(A) at the time of each adult's enrollment with the organization (whether under this 
section or otherwise), the organization shall -- 
 
"(i) inquire as to whether the adult has executed an advanced directive (as defined in 
section 1868(b)(2)), 
 
"(ii) document in the adult's medical record whether or not the individual has executed 
such an advanced directive, and 
 
"(iii) provide the adult with the organization's written policy concerning the 
implementation of advanced directives (including such policies relating to transfers of 
individuals, consistent with State law); and 
 
"(B) the organization shall educate the organization's medical staff and other appropriate 
personnel on State law (whether statutory or as recognized by the courts of the State) 
regarding patient self-determination.". 
 
(3) Provision of information regarding patients' rights. -- 
 
(A) In general. -- Title XVIII of the Social Security Act is amended by inserting after 
section 1867 the following new section: 
 
"PROVISION OF INFORMATION REGARDING PATIENTS' RIGHTS 
 
"Sec. 1868. (a) Requiring Provision of Patients' Rights Information. -- 
 
"(1) In general. -- Except as provided in paragraph (3), each hospital, home health 
agency, or hospice program with an agreement in effect under section 1866 and each 



eligible organization with a contract under section 1876 shall provide, at the time 
specified in paragraph (2), each adult patient with information described in subsection (b) 
regarding patient's rights. 
 
"(2) When information provided. -- The information required to be provided under 
paragraph (1) shall be provided -- 
 
"(A) in the case of a hospital, at the time of each adult's admission as an inpatient to the 
hospital (or, in the case of an emergency admission, at such later time as may be 
consistent with medical practice); 
 
"(B) in the case of a hospice program, at the time of each adult's election of hospice 
benefits under section 1812; 
 
"(C) in the case of a home health agency, in advance of the individual coming under the 
care of such agency; and 
 
"(D) in the case of an eligible organization, at the time of each adult's enrollment with the 
organization. 
 
"(3) Exemption based on moral, ethical, or religious beliefs. -- Paragraph (1) shall not 
apply in the case of a provider of services or eligible organization that transmits a letter to 
the Secretary that certifies that the Board of Directors (or comparable executive body) of 
the provider or organization has voted not to be subject to paragraph (1) based upon 
moral, ethical, or religious beliefs. 
 
"(b) Patients' Rights Information. -- 
 
"(1) In general. -- The information described in this subsection is information regarding 
the individual's rights under State law (whether statutory or as recognized by the courts of 
the State) to make decisions concerning medical care, including the right to accept or 
refuse medical or surgical treatment, and the right to formulate advanced directives (as 
defined in paragraph (2)). 
 
"(2) Advance directive defined. -- In this subsection and for purposes of other sections of 
this title, the term 'advance directive' means a written instruction, such as a living will or 
durable power of attorney for health care, recognized under State law and relating to the 
provision of such care when the individual is incapacitated. 
 
"(c) Prohibiting Denial of Care Based on Advanced Directive Decision. -- A hospital, 
hospice program, or home health agency with an agreement in effect under section 1866 
and an eligible organization with any contract in effect under section 1876 may not deny 
the initial provision of care or otherwise discriminate against an individual (whether or 
entitled to benefits under this title) based on whether or not the individual has executed 
an advanced directive. 



"(d) Prohibiting Certain Witnessing of Advanced Directives. -- Notwithstanding any 
provision of State law, an employee of a hospital may not serve as a witness to an 
advanced directive executed by an individual entitled to benefits under this title (or under 
a State plan approved under title XIX) while the individual is an inpatient in the hospital. 
 
"(e) Enforcement. -- Any hospital, hospice program, home health agency, or eligible 
organization that violates subsection (a) or (c), is subject to a civil money penalty in an 
amount not to exceed $2,000 for each such violation. The provisions of section 1128A 
(other than subsections (a) and (b)) shall apply to civil money penalties under this 
subsection in the same manner as they [*H10311] apply to a penalty or proceeding under 
section 1128A(a).". 
 
(B) Obligation of physicians to make information available concerning patient self-
determination available. -- Section 1156(a) of such Act (42 U.S.C. 1320c-5(a)) is 
amended by adding after and below paragraph (3) the following: 
 
"It shall be the obligation of each physician who provides health care services for which 
payment may be made (in whole or in part) under this Act, to assure that written 
information is made available to the physician's adult patients regarding their rights under 
State law to make decisions concerning medical care.". 
 
(C) Assistance in development and distribution of patient's rights document. -- 
 
(i) Document development. -- The Secretary of Health and Human Services shall assist, 
in each State, an appropriate State agency, association, or private entity in developing a 
document that describes patients' rights specified in section 1868(b) of the Social 
Security Act in the State and that could be distributed to providers and physicians for use 
in complying with the requirements imposed by the amendments made by this 
subsection. 
 
(ii) Document distribution. -- The Secretary shall assist such an agency, association, or 
entity in the distribution of copies of documents developed under clause (i). 
 
(D) Inclusion of certain information in annual medicare beneficiary mailing. -- Section 
1804 of the Social Security Act (42 U.S.C. 1395b-2) is amended -- 
 
(i) by striking "and" at the end of paragraph (2), 
 
(ii) by striking the period at the end of paragraph (3) and inserting ", and", and 
 
(iii) by inserting after paragraph (3) the following new paragraph: 
 
"(4) a general description of patients' rights to make decisions regarding advance 
directives (described in section 1868(b)(2)) and where individuals may receive 
information concerning such rights in each of the States.". 
 



(4) Effective Dates. -- 
 
(A) The amendments made by paragraph (1) shall apply to participation agreements as of 
the first day of the first month beginning more than 1 year after the date of the enactment 
of this Act. 
 
(B) The amendment made by paragraph (2) shall apply to contracts entered into or 
renewed on or after the first day of the first month beginning more than 1 year after the 
date of the enactment of this Act. 
 
(C) Section 1868(a) of the Social Security Act (as inserted by paragraph (3)(A)) shall 
apply to adults who are admitted to a hospital, provided hospice care, first home under 
the care of a home health agency, or enroll with an eligible organization on or after the 
first day of the first month beginning more than 1 year after the date of the enactment of 
this Act. 
 
(D) Section 1868(c) of the Social Security Act (as inserted by paragraph (3)(A)) shall 
apply to denials of care occurring on or after the first day of the first month beginning 
more than 1 year after the date of the enactment of this Act. 
 
(E) Section 1868(d) of the Social Security Act (as inserted by paragraph (3)(A)) shall 
apply to advance directives executed on or after the first day of the first month beginning 
more than 1 year after the date of the enactment of this Act. 
 
(F) The amendments made by paragraph (3)(D) shall first apply to the annual notice to be 
mailed in 1992. 
 
(2) Study to assess implementation of a patient's right to participate in and direct health 
care decisions affecting the patient. -- 
 
(A) In general. -- The Secretary of Health and Human Services shall (subject to 
subparagraph (B)) enter into an agreement with the Institute of Medicine of the National 
Academy of Sciences to conduct a study with respect to the context in which directed 
health care decisions (including advance directives) are made and carried out, including 
the incidence and processes of decisionmaking about life-sustaining treatment that occur 
with and without advance directives. 
 
(B) Arrangements for study. -- The Secretary shall request the Institute of Medicine of 
the National Academy of Sciences to submit an application to conduct the study 
described in subparagraph (A). If the Institute submits an acceptable application, the 
Secretary shall enter into an appropriate arrangement with the Academy for the conduct 
of the study within 28 days of the date the application is received. If the Institute does not 
submit an acceptable application to conduct the study, the Secretary may request one or 
more appropriate nonprofit private entities to submit an application to conduct the study 
and may enter into an appropriate arrangement for the conduct of the study by the entity 
which submits the best acceptable application. 



(C) Report. -- The results of the study shall be reported to the Committees on Ways and 
Means and Energy and Commerce of the House of Representatives and the Committee on 
Finance of the Senate and the Secretary by not later than 4 years after the date of the 
enactment of this Act. Such report shall include such recommendations for legislation as 
may be appropriate to carry out further the purpose of this subsection. 
 
(5) Public education demonstration project. -- The Secretary of Health and Human 
Services, no later than 6 months after the date of the enactment of this Act, shall develop 
and implement a demonstration project in selected States to inform the public of the 
option to execute advance directives and of a patient's right to participate and direct 
health care decisions. The Secretary shall report to the Committees on Ways and Means 
and Energy and Commerce of the House of Representatives and the Committee on 
Finance of the Senate on the results of the project and on whether such project should be 
expanded to cover all the States. 
 
SEC. 12902. MISCELLANEOUS AND TECHNICAL PROVISIONS RELATING TO 
PART A. 
 
(a) Waiver of Liability for Skilled Nursing Facilities and Hospices. -- 
 
(1) Skilled nursing facilities. -- The second sentence of section 9126(c) of the 
Consolidated Omnibus Budget Reconciliation Act of 1985 is amended by striking 
"October 31, 1990" and inserting "December 31, 1995". 
 
(2) Hospices. -- Section 9305(f)(2) of the Omnibus Budget Reconciliation Act of 1986 is 
amended by striking "November 1, 1990" and inserting "December 31, 1995". 
 
(3) Effective date. -- The amendments made by paragraphs (1) and (2) shall take effect on 
the date of the enactment of this Act. 
 
(b) Hospital Obligations with Respect to Treatment of Emergency Medical Conditions. -- 
 
(1) Civil monetary penalties. -- Section 1867(d)(2)(A) of the Social Security Act (42 
U.S.C. 1395dd(d)(2)(A)) is amended by striking "knowingly" and inserting "negligently". 
 
(2) Application of penalties to small hospitals. -- Section 1867(d)(2)(A) of such Act (42 
U.S.C. 1395dd(d)(2)(A)) is amended by inserting "(or not more than $25,000 in the case 
of a hospital with less than 100 beds)" after "$50,000". 
 
(3) Termination of hospital provider agreements. -- 
 
(A) Section 1867 of such Act (42 U.S.C. 1395dd) is further amended -- 
 
(i) by striking paragraph (1) of subsection (d), 
 
(ii) by redesignating paragraphs (2) and (3) of subsection (d) as paragraph (1) and (2), 



respectively, and 
 
(iii) in subsection (c)(2)(C), by striking "(d)(2)(C)" and inserting "(d)(1)(C)". 
 
(B) Section 1866(a)(1)(I)(i) of such Act (42 U.S.C. 1395cc(a)(1)(I)(i)) is amended by 
inserting "and to meet the requirements of such section" before the comma at the end. 
 
(4) Effective date. -- The amendments made by this subsection shall apply to actions 
occurring on or after the first day of the sixth month beginning after the date of the 
enactment of this Act. 
 
(c) Inspector General Study of Prohibition on Hospital Employment of Physicians. -- 
 
(1) Study. -- The Secretary of Health and Human Services (acting through the Inspector 
General of the Department of Health and Human Services) shall conduct a study of the 
effect of State laws prohibiting the employment of physicians by hospitals on the 
availability and accessibility of trauma and emergency care services, and shall include in 
such study an analysis of the effect of such laws on the ability of hospitals to meet the 
requirements of section 1867 of the Social Security Act relating to the examination and 
treatment of individuals with an emergency medical condition and women in labor. 
 
(2) Report. -- By not later than 1 year after the date of the enactment of this Act, the 
Secretary shall submit a report to Congress on the study conducted under paragraph (1). 
 
(d) Designation of Rural Primary Care Hospitals. -- 
 
(1) Priority designations of border state hospitals. -- Section 1820(i)(2)(C) of the Social 
Security Act (42 U.S.C. 1395i-4(i)(2)(C)) is [*H10312] amended by adding at the end the 
following new sentence: "In designating facilities as rural primary care hospitals under 
this subparagraph, the Secretary shall give preference to facilities not meeting the 
requirements of clause (i) of subparagraph (A) that have entered into an agreement 
described in subsection (g)(2) with a rural health network located in a State receiving a 
grant under subsection (a)(1).". 
 
(2) Eligibility of certain closed hospitals. -- Section 1820(f)(1)(B) of such Act (42 U.S.C. 
1395i- 4(f)(1)(B)) is amended by striking "hospital," and inserting the following: 
"hospital (or, in the case of a facility that closed during the 12-month period that ends on 
the date the facility applies for such designation, at the time the facility closed),". 
 
(3) Eligibility of urban hospitals. -- Section 1820(f)(1)(A) of such Act (42 U.S.C. 1395i- 
4(f)(1)(A)) is amended by striking the semicolon and inserting the following: ", or is 
located in a county whose geographic area is substantially larger than the average 
geographic area for urban counties in the United State and whose hospital service area is 
characteristic of service areas of hospitals located in rural areas;". 
 



(4) Effective date. -- The amendments made by paragraphs (1), (2), and (3) shall take 
effect on the date of the enactment of this Act. 
 
(e) Skilled Nursing Facility Routine Cost Limits. -- 
 
(1) In general. -- Section 6024 of the Omnibus Budget Reconciliation Act of 1989 is 
amended by adding at the end the following new sentence: "The Secretary shall update 
such costs under such section for cost reporting periods beginning on or after October 1, 
1989, by using cost reports submitted by skilled nursing facilities for cost reporting 
periods ending not earlier than January 31, 1988, and not later than December 31, 1988.". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall take effect as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
(f) Clarification of Extension of Waiver for Finger Lakes Area Hospital Corporation. -- 
 
(1) In general. -- The second sentence of section 1886(c)(4) of the Social Security Act (42 
U.S.C. 1395ww(c)(4)) is amended by striking "rate of increase from" and inserting 
"payments under the State system as compared to aggregate payments which would have 
been made under the national system since". 
 
(2) Effective date. -- The amendment made by paragraph (1) shall take effect as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
(g) Enrollment in Part A for HMO Members. -- 
 
(1) Section 1818(c) of the Social Security Act (42 U.S.C. 1395i-2(c)) is amended -- 
 
(A) by striking "and" at the end of paragraph (5), 
 
(B) by striking the period at the end of paragraph (6) and inserting a semicolon, and 
 
(C) by adding at the end the following new paragraphs: 
 
"(7) an individual who meets the conditions of subsection (a) may enroll under this part 
during a special enrollment period that includes any month during any part of which the 
individual is enrolled under section 1876 with an eligible organization and ending with 
the last day of the 8th consecutive month in which the individual is at no time so enrolled; 
 
"(8) in the case of an individual who enrolls during a special enrollment period under 
paragraph (7) – 
 
"(A) in any month of the special enrollment period in which the individual is at any time 
enrolled under section 1876 with an eligible organization or in the first month following 
such a month, the coverage period shall begin on the first day of the month in which the 



individual so enrolls (or, at the option of the individual, on the first day of any of the 
following three months), or 
 
"(B) in any other month of the special enrollment period, the coverage period shall begin 
on the first day of the month following the month in which the individual so enrolls; and 
 
"(9) in applying the provisions of section 1839(b), there shall not be taken into account 
months for which the individual can demonstrate that the individual was enrolled under 
section 1876 with an eligible organization.". 
 
(2) The amendment made by paragraph (1) shall take effect on February 1, 1991. 
 
(h) Nursing Home Reform Amendments. -- 
 
(1) No compliance actions before effective date of guidelines. -- The Secretary of Health 
and Human Services shall not take (and shall not continue) any action against a State 
under section 1864(d) of the Social Security Act on the basis of the State's failure to meet 
the requirement of section 1819(e)(1)(A) of such Act before the effective date of 
guidelines, issued by the Secretary, establishing requirements under section 
1819(f)(2)(A) of such Act, if the State demonstrates to the satisfaction of the Secretary 
that it has made a good faith effort to meet such requirement before such effective date. 
 
(2) Disclosure of information of quality assessment and assurance committees. -- Section 
1819(b)(1)(B) of the Social Security Act (42 U.S.C. 1395i-3(b)(1)(B)) is amended by 
adding at the end the following new sentence: "A State or the Secretary may not require 
disclosure of the records of such committee except insofar as such disclosure is related to 
the compliance of such committee with the requirements of this subparagraph.". 
 
(3) Period for resident assessment. -- Section 1819(b)(3)(C)(i)(I) of such Act (42 U.S.C. 
1395i- 3(b)(3)(C)(i)(I)) is amended by striking "4 days" and inserting "14 days". 
 
(4) Resident access to clinical records. -- Section 1819(c)(1)(A)(iv) of such Act (42 
U.S.C. 1396i- 3(c)(1)(A)(iv)) is amended by inserting before the period at the end the 
following: "and to access to current clinical records of the resident promptly upon request 
by the resident". 
 
(5) Clarification on findings of neglect. -- Section 1819(g)(1)(C) of such Act (42 U.S.C. 
1396i- 3(g)(1)(C)) is amended by adding at the end the following: "A State shall not 
make a finding that an individual has neglected a resident if the individual demonstrates 
that such neglect was caused by factors beyond the control of the individual.". 
 
(6) Timing of public disclosure of survey results. -- Section 1819(g)(5)(A)(i) of such Act 
(42 U.S.C. 1396i-3(g)(5)(A)(i)) is amended by adding at the end the following: "within 
14 calendar days after the date such information is made available to those facilities,". 
 



(7) Miscellaneous. -- (A) Section 1819(c)(5)(B)(i) of such Act (42 U.S.C. 1396i-
3(c)(5)(B)(i)) is amended by striking "under this title" and inserting "under title XIX". 
 
(B) The third sentence of section 1819(c)(2)(A) of such Act (42 U.S.C. 1395i-3(c)(2)(A)) 
is amended by striking "clauses (iii) and (iv)" and inserting "clause (iv)". 
 
(8) Effective date. -- The amendments made by this subsection shall be effective as if 
included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
 
(i) State Waiver Authority. -- Section 1814(b) of the Social Security Act (42 U.S.C. 
1395f(b)) is amended – 
 
(1) in paragraph (3)(B), by striking "October 1, 1983" and inserting "January 1, 1981"; 
 
(2) in the second sentence, by striking "seventh month" and inserting "37th month"; and 
 
(3) by adding at the end the following: "If, by the end of such 36-month period, the 
Secretary determines, based on evidence submitted by the Governor of the State, that 
neither of the conditions described in subparagraph (A) or (B) of paragraph (3) continues 
to apply, the Secretary shall continue without interruption payment to hospitals in the 
State under the State's system. If, by the end of such 36-month period, the Secretary 
determines, based on such evidence, that either of the conditions described in 
subparagraph (A) or (B) of such paragraph continues to apply, the Secretary shall (i) 
collect any net excess reimbursement to hospitals in the State during such 36-month 
period (basing such net excess reimbursement on the net difference, if any, in the rate of 
increase in costs per hospital inpatient admission under the State system compared to the 
rate of increase in such costs with respect to all hospitals in the United States over the 36-
month period, as measured by including the cumulative savings under the State system 
based on the difference in the rate of increase in costs per hospital inpatient admission 
under the State system as compared to the rate of increase in such costs with respect 
to all hospitals in the United States between January 1, 1981, and the date of the 
Secretary's initial notice), and (ii) provide a reasonable period, not to exceed 2 years, for 
transition from the State system to the national payment system.". 
 
(j) Swing Beds Certified Prior to May 1, 1987. -- Notwithstanding the requirement of 
section 1883(b)(1) of such Act that the Secretary may not enter into an agreement under 
such section with a hospital that is not located in a rural area, any agreement entered into 
under such section on or before May 1, 1987, between the Secretary of Health and 
Human Services and a hospital located in an urban area shall remain in effect. 
 
(k) Prospective Payment System for Skilled Nursing Facility Services. -- 
 
(1) Development of proposal. -- The Secretary of Health and Human Services shall 
develop a proposal to modify the current system under which skilled nursing facilities 
receive payment for extended care services under part A of the medicare program or a 
proposal to replace such system with a system under which such payments would be 



made on the basis of prospectively determined rates. In developing any proposal under 
this paragraph to replace the current system with a prospective payment system, the 
Secretary shall – 
 
(A) take into consideration the need to provide for appropriate limits on increases in 
expenditures under the medicare program without jeopardizing access to extended care 
services for individuals unable to care for themselves; 
 
(B) provide for adjustments to prospectively determined rates to account for changes in a 
facility's case mix, severity of illness, volume of cases, and the development of new 
technologies and standards of medical practice; 
 
(C) take into consideration the need to increase the payment otherwise made under such 
system in the case of services provided to patients whose length of stay or costs of 
treatment greatly exceed the length of stay or cost of treatment provided for under the 
applicable prospectively determined payment rate; 
 
(D) take into consideration the need to increase payments under the system to facilities 
that treat a disproportionate share of low-income patients and facilities located in 
geographic areas with high wages and wage-related costs; and 
 
(E) take into consideration the appropriateness of classifying patients and payments upon 
functional disability, cognitive impairment, and other patient characteristics. 
 
(2) Reports. -- (A) By not later than April 1, 1991, the Secretary (acting through the 
Administrator of the Health Care Financing Administration) shall submit any research 
studies to be used in developing the proposal under paragraph (1) to the Committee on 
Finance of the Senate and the Committee on Ways and Means of the House of 
Representatives. 
 
(B) By not later than September 1, 1991, the Secretary shall submit the proposal 
developed under paragraph (1) to the Committee on Finance of the Senate and the 
Committee on Ways and Means of the House of Representatives. 
 
(C) By not later than March 1, 1992, the Prospective Payment Assessment Commission 
shall submit an analysis of and comments on the proposal developed under paragraph (1) 
to the Committee on Finance of the Senate and the Committee on Ways and Means of the 
House of Representatives. 
 
(l) Designation of Pediatric Liver Transplant Facilities. -- 
 
[*H10313] (1) In general. -- Section 4009(b) of the Omnibus Budget Reconciliation Act 
of 1987 is amended -- 
 
(A) in the matter preceding paragraph (1) -- 
 



(i) by striking "pediatric heart" and inserting "pediatric heart or liver", and 
 
(ii) by striking "the heart" and inserting "the"; 
 
(B) by striking "pediatric heart" each place it appears in paragraphs (1) and (3); and 
 
(C) in the heading, by striking "Heart" and inserting "Heart or Liver". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply to transplants 
performed on or after January 1, 1991. 
 
(m) Miscellaneous Technical Corrections. -- 
 
(1) Application of preentitlement psychiatric hospital services to limit on inpatient 
hospital services. -- Effective as if included in the enactment of the Medicare 
Catastrophic Coverage Repeal Act of 1989, section 101(b)(1)(B) of such Act is amended 
by inserting "(other than the limitation under section 1812(c) of such Act)" after 
"limitation". 
 
(2) Provisions relating to hospitals. -- 
 
(A) Section 1886(d)(5)(D)(iii) of the Social Security Act (42 U.S.C. 
1395ww(d)(5)(D)(iii)), as amended by section 6003(e)(1)(A)(iv) of Omnibus Budget 
Reconciliation Act of 1989 (in this subsection referred to as "OBRA-1989"), is amended 
by striking "The term" and inserting "For purposes of this title, the term". 
 
(B) Section 1820 of such Act (42 U.S.C. 1395i-4), as added by section 6003(g)(1)(A) of 
the Omnibus Budget Reconciliation Act of 1989, is amended -- 
 
(i) in subsection (d)(1), by striking "demonstration"; 
 
(ii) in subsection (g)(1)(A)(ii), by striking "rural referral center" and inserting "regional 
referral center"; and 
 
(iii) in subsection (j), by inserting "and part C" after "this part". 
 
(C) Section 6003(g)(3)(C)(vii)(I) of the Omnibus Budget Reconciliation Act of 1989 is 
amended by striking "each place it appears". 
 
(D) Section 1835(c) of the Social Security Act (42 U.S.C. 1395n(c)) is amended -- 
 
(i) in the first sentence, by striking "a hospital" and inserting "a hospital or a rural 
primary care hospital"; 
 
(ii) in the second sentence, by striking "1833(a)(2)" and inserting "1833(a)(2) (or, in the 
case of a rural primary care hospital, in accordance with section 1833(a)(6))"; and 



 
(iii) by striking the third sentence. 
 
(E) Section 1886(d)(8)(C) of such Act (42 U.S.C. 1395ww(d)(8)(C)), as amended by 
section 6003(h)(3) of the Omnibus Budget Reconciliation Act of 1989, is amended -- 
 
(i) in clause (i), in the matter preceding subclause (I), by striking "area -- " and inserting 
"area, or by treating hospitals located in one urban area as being located in another urban 
area -- "; 
 
(ii) in clause (i)(II), by striking "rural county" and inserting "county or area"; 
 
(iii) by striking clause (ii); and 
 
(iv) by redesignating clauses (iii) and (iv) as clauses (ii) and (iii). 
 
(F) Section 1886(d)(10) of such Act (42 U.S.C. 1395ww(d)(10)), as added by section 
6003(h)(1) of the Omnibus Budget Reconciliation Act of 1989, is amended -- 
 
(i) in subparagraph (B)(ii), by inserting "first" after "make", 
 
(ii) in subparagraph (C)(iii)(I), by striking "the deadline referred to in clause (ii)" and 
inserting "the date on which the hospital submits its application"; and 
 
(iii) in subparagraph (C)(iii)(II) -- 
 
(I) in the first sentence, by striking "unsuccessful applicant" and inserting "losing party", 
 
(II) in the second sentence, by striking "the appeal of an applicant" and inserting "such an 
appeal", and 
 
(III) by inserting "the date on which" after "after" each place it appears. 
 
(3) Technical corrections relating to other providers of services. -- 
 
(A) Section 1814(i)(1)(C)(i) of the Social Security Act (42 U.S.C. 1395f(i)(1)(C)(i)), as 
amended by section 6005(a)(2) of the Omnibus Budget Reconciliation Act of 1989, is 
amended by striking "during fiscal year 1990" and inserting "on or after January 1, 1990, 
and on or before September 30, 1990,". 
 
(B) Section 6005(c) of the Omnibus Budget Reconciliation Act of 1989 is amended by 
striking "subsection (a)" and inserting "subsections (a) and (b)". 
 
(C) Section 1818A(d)(1) of the Social Security Act (42 U.S.C. 1395i-2a(d)(1)), as 
inserted by section 6012(a)(2) of the Omnibus Budget Reconciliation Act of 1989, is 
amended -- 



 
(i) in subparagraph (A), by inserting "for enrollment under this section" after 
"Premiums", and 
 
(ii) by striking subparagraph (C). 
 
(D) Section 1818(g)(2)(B) of the Social Security Act (42 U.S.C. 1395i-2(g)(2)(B)), as 
added by section 6013(a) of the Omnibus Budget Reconciliation Act of 1989, is amended 
by striking "subsection (c)" and inserting "subsection (c)(6)". 
 
(F) Section 1819(f)(2)(A)(ii) of the Social Security Act (42 U.S.C. 1395i-3(f)(2)(A)(ii)) is 
amended by striking "and" at the end. 
 
(G) Section 1866(a)(1)(F) of such Act (42 U.S.C. 1395cc(a)(1)(F) is amended -- 
 
(i) in clause (i), by striking the comma at the end and inserting "),", and 
 
(ii) in clause (ii), by striking "(4)(A)" and inserting "(3)(A)" and by striking the 
semicolon at the end and inserting a comma. 
 
SEC. 12903. MISCELLANEOUS AND TECHNICAL PROVISIONS RELATING TO 
PART B. 
 
(a) Extension of Demonstrations. -- 
 
(1) Prevention demonstrations. -- Section 9314 of the Consolidated Omnibus Budget 
Reconciliation Act of 1985 is amended -- 
 
(A) in subsection (a), by striking "4-year" and inserting "5-year"; 
 
(B) in subsection (e)(2), by striking "Not later than five years after the date of the 
enactment of this Act, the Secretary shall submit a final report" and inserting "Not later 
than April 1, 1993, the Secretary shall submit an interim report"; 
 
(C) in subsection (e), by adding at the end the following new paragraph: 
 
"(3) Not later than April 1, 1995, the Secretary shall submit a final report to those 
Committees on the demonstration program and shall include in the report a 
comprehensive evaluation of the long-term effects of the program.".; 
 
(D) in subsection (f), by striking "$5,900,000" and inserting "$7,500,000"; and 
 
(E) in subsection (f), by inserting before the period at the end the following: "and shall 
not exceed $3,000,000 for the comprehensive evaluation referred to in subsection (e)(3)". 
 
(2) Alzheimer's disease demonstration projects. -- Section 9342 of the Omnibus Budget 



Reconciliation Act of 1986 is amended -- 
 
(A) in subsection (c)(1), by striking "3 years" and inserting "5 years", and 
 
(B) in subsection (d)(1), by striking "third year" and inserting "fourth year". 
 
(b) Revise Information on Part B Claims Form. -- Section 1833(q)(1) of the Social 
Security Act (42 U.S.C. 1395l(q)(1)) is amended by striking "and indicate whether or not 
the referring physician is an interested investor (within the meaning of section 
1877(h)(5))". 
 
(c) Effective Date of Reporting on Part B Claims Forms. -- Effective as if included in the 
enactment of section 6204 of the Omnibus Budget Reconciliation Act of 1989, subsection 
(c)(2) of such section is amended by inserting ", and the amendment made by subsection 
(b)," after "of the Social Security Act". 
 
(d) Prohibition of Competitive Bidding Demonstration for Cataract Surgery. -- The 
Secretary of Health and Human Services may not conduct a demonstration project of 
competitive bidding for cataract surgery where such project relies primarily on physician 
marketing to direct patients to low-bidding surgeons and facilities. 
 
(e) Conditions of Particiaption for Durable Medical Equipment Suppliers. -- Section 
1834(a) of the Social Security Act (42 U.S.C. 1395m(a)), as amended by section 
12112(a) of the Omnibus Budget Reconciliation Act of 1990, is amended by adding at 
the end the following new paragraph: 
 
"(17) Requiring supplier participation in medicaid. -- If a supplier consistently engages in 
the systematic practice of refusing to furnish covered items to individuals eligible for 
medical assistance under a State plan approved under title XIX, the Secretary may 
exclude the supplier from participation in the programs under this Act, in accordance 
with the procedures of subsections (c), (f), and (g) of section 1128.". 
 
(f) Limits on Extra Billing for Durable Medical Equipment. -- Section 1834(a) of such 
Act (42 U.S.C. 1395m(a)), as amended by subsection (e), is further amended by adding at 
the end the following new paragraph: 
 
"(18) Limiting charges for nonparticipating suppliers. -- 
 
"(A) In general. -- In the case of covered items for which payment may be made under 
this subsection furnished on or after January 1, 1992, if a nonparticipating supplier 
furnishes the item to an individual entitled to benefits under this part, the supplier may 
not charge the individual more than the limiting charge (as defined in subparagraph (B)). 
 
"(B) Limiting charge defined. -- In subparagraph (A), the term 'limiting charge' means, 
with respect to an item furnished -- 
 



"(i) in 1992, 120 percent of the amount specified for the item under this subsection, and 
 
"(ii) in a subsequent year, 115 percent of the amount specified for the item under this 
subsection. 
 
"(C) Enforcement. -- If a supplier knowingly and willfully bills in violation of 
subparagraph (A), the Secretary may apply sanctions against such supplier in accordance 
with section 1842(j)(2) in the same manner as such sanctions may apply to a physician.". 
 
(g) Area Adjustment for Durable Medical Equipment. -- 
 
(1) Collection and analysis of supplier cost data. -- The Administrator of the Health Care 
Financing Administration shall, in consultation with appropriate organizations, collect 
data on supplier costs of durable medical equipment for which payment may be made 
under part B of medicare program, and shall analyze such data to determine the 
proportions of such costs attributable to the service and product components of furnishing 
such equipment and the extent to which such proportions vary by type of equipment and 
by the geographic region in which the supplier is located. 
 
(2) Development of geographic adjustment index; reports. -- Not later than March 1, 
1992 -- 
 
[*H10314] (A) the Administrator shall submit a report to the Committees on Energy and 
Commerce and Ways and Means of the House of Representatives and the Committee on 
Finance of the Senate on the data collected and the analysis conducted under 
subparagraph (A), and shall include in such report the Administrator's recommendations 
for a geographic cost adjustment index for suppliers of durable medical equipment under 
the medicare program and an analysis of the impact of such proposed index on payments 
under the medicare program; and 
 
(B) the Comptroller General shall submit a report to the Committees on Energy and 
Commerce and Ways and Means of the House of Representatives and the Committee on 
Finance of the Senate analyzing on a geographic basis the supplier costs of durable 
medical equipment under the medicare program. 
 
(h) Disclosure of Ownership. -- 
 
(1) In general. -- Title XI of the Social Security Act is amended by inserting after section  
1124 the following new section: 
 
"DISCLOSURE REQUIREMENTS FOR OTHER PROVIDERS UNDER PART B OF 
MEDICARE 
 
"Sec. 1124A. (a) Disclosure Required to Receive Payment. -- No payment may be made 
under part B of title XVIII for items or services furnished by any disclosing part B 



provider unless such provider has provided the Secretary with full and complete 
information – 
 
"(1) on the identity of each person with an ownership or control interest in the provider or 
in any subcontractor (as defined by the Secretary in regulations) in which the provider 
directly or indirectly has a 5 percent or more ownership interest; and 
 
"(2) with respect to any person identified under paragraph (1) or any managing employee 
of the provider – 
 
"(A) on the identity of any other entities providing items or services for which payment 
may be made under title XVIII of the Social Security Act with respect to which such 
person or managing employee is a person with an ownership or control interest at the 
time such information is supplied or at any time during the 3-year period ending on the 
date such information is supplied, and 
 
"(B) as to whether any penalties, assessments, or exclusions have been assessed against 
such person or managing employee under section 1128, 1128A, or 1128B. 
 
"(b) Updates to Information Supplied. -- A disclosing part B provider shall notify the 
Secretary of any changes or updates to the information supplied under subsection (a) not 
later than 180 days after such changes or updates take effect. 
 
"(c) Definitions. -- For purposes of this section -- 
 
"(1) the term 'disclosing part B provider' means any entity receiving payment on an 
assignmentrelated basis for furnishing items or services for which payment may be made 
under part B of title XVIII, except that such term does not include an entity described in 
section 1124(a)(2); 
 
"(2) the term 'managing employee' means, with respect to a provider, a person described 
in section 1126(b); and 
 
"(3) the term 'person with an ownership or control interest' means, with respect to a 
provider -- 
 
"(A) a person described in section 1124(a)(3), or 
 
"(B) a person who has one of the 5 largest direct or indirect ownership or control interests 
in the provider.". 
 
(2) Criminal penalty for providing false information. -- Section 1128B(c) of such Act (42 
U.S.C. 1320a-7b(c)) is amended by striking "health care program" and inserting "health 
care program, or with respect to information required to be provided under section 
1124A,". 
 



(3) Failure to provide information as grounds for permissive exclusion from program. – 
Section 1128(b)(9) of such Act (42 U.S.C. 1320a-7(b)(9)) is amended by striking "1124" 
and inserting "1124, section 1124A,". 
 
(4) Effective date. -- The amendments made by paragraph (1), (2), and (3) shall apply 
with respect to items or services furnished on or after -- 
 
(A) January 1, 1993, in the case of items or services furnished by a provider who, on or 
before the date of the enactment of this Act, has furnished items or services for which 
payment may be made under part B of title XVIII of the Social Security Act; or 
 
(B) January 1, 1992, in the case of items or services furnished by any other provider. 
 
(i) Technical Amendments Relating to Phsyciaisn Payments and the RB-RVS. -- 
 
(1) Prohibition of comparability adjustments. -- Section 1848(i) of such Act (42 U.S.C. 
1395w- 4(i)) is amended by adding at the end the following new paragraph: 
 
"(2) No comparability adjustment. -- For physicians' services (including radiology and 
anesthesia services) for which payment under this part is determined under this section -- 
 
"(A) a carrier may not make any adjustment in the payment amount under section 
1842(b)(3)(B) on the basis that the payment amount is higher than the charge applicable, 
for a comparable services and under comparable circumstances, to the policyholders and 
subscribers of the carrier, 
 
"(B) no payment adjustment may be made under section 1842(b)(8), and 
 
"(C) section 1842(b)(9) shall not apply .". 
 
(2) Periodic Review and Adjustments. -- 
 
(A) Relative values. -- Section 1848(c)(2)(B)(i) of such Act is amended by striking "5 
years" and inserting "3 years". 
 
(B) Geographic adjustment factors. -- Section 1848(e)(1) of such Act is amended -- 
 
(i) in subparagraph (A), by striking "subparagraph (B)" and inserting "subparagraphs (B) 
and (C)", and 
 
(ii) by adding at the end the following new subparagraph: 
 
"(C) Periodic review and adjustments in geographic adjustment factors. -- The Secretary, 
not less often than every 3 years, shall review the indices established under subparagraph 
(A) and the geographic index values applied under this subsection for all fee schedule 
areas. Based on such review, the Secretary may revise such index and adjust such index 



values, except that, if more than 1 year has elasped since the last previous adjustment, the 
adjustment to be applied in the first year of the next adjustment shall be 1/2 of the 
adjustment that otherwise would be made.". 
 
(3) Miscellaneous corrections. -- 
 
(A) Changes in section 1848. -- Section 1848 of such Act (42 U.S.C. 1395w-4) is 
amended -- 
 
(i) in subsection (a)(2)(D)(ii), by inserting "the weighted average of (I) such weighted 
average prevailing charge, and (II) " after "weighted average prevailing charge"; 
 
(ii) in subsection (c)(1)(B), by striking the last sentence; 
 
(iii) in subsections (c)(3)(C)(ii)(II) and (c)(3)(C)(iii)(II), by striking "by" the first place it 
appears in each respective subsection; 
 
(iv) in subsection (c), by redesignating the second paragraph (3), and paragraphs (4) and 
(5), as paragraphs (4) through (6), respectively; 
 
(v) in subsection (c)(4), as redesignated by subparagraph (C), is amended by striking 
"subsection" and inserting "section"; 
 
(vi) in subsection (d)(1)(A), by striking "subparagraph (C)" and inserting "paragraph (3)"; 
 
(vii) in the last sentence of subsection (d)(2)(A), by striking "proportion of HMO 
enrollees" and inserting "proportion of individuals who are enrolled under this part who 
are HMO enrollees"; 
 
(viii) in subsection (d)(2)(E)(i), by inserting "the" after "as set forth in"; 
 
(ix) in subsection (d)(2)(E)(ii)(I), by inserting "payments for" after "under this part for"; 
 
(x) in subsection (d)(3)(B)(ii) -- 
 
(I) by inserting "more than" after "decrease of", and 
 
(II) in subclause (I), by striking "more than"; 
 
(xi) in paragraphs (1)(D)(i) and (2)(A)(i) of subsection (f), by striking "calendar years" 
and inserting "portions of calendar years"; 
 
(xii) in subsection (f)(4)(A), by striking "paragraph (B)" and inserting "subparagraph 
(B)"; 
 



(xiii) in subparagraphs (A) and (B) of subsection (g)(2), by inserting "other than 
radiologist services subject to section 1834(b)," after "during 1991," and after "during 
1992,", respectively; and 
 
(xiv) in subsection (i)(1)(A), by striking "historical payment basis (as defined in 
subsection (a)(2)(C)(i))" and inserting "adjusted historical payment basis (as defined in 
subsection (a)(2)(D)(i))". 
 
(B) Miscellaneous. -- 
 
(i) Effective as if included in the Omnibus Budget Reconciliation Act of 1989, section 
6102(e)(4) of such Act is amended by inserting "determined" after "prevailing charge 
rate". 
 
(ii) Effective January 1, 1991, section 1842(b)(3)(G) of the Social Security Act, as 
amended by section 6102(e)(2) of Omnibus Budget Reconciliation Act of 1989, is 
amended by striking "subsection (j)(1)(C)" and inserting "section 1848(g)(2)". 
 
(iii) Section 1842(b)(12)(A)(ii)(II) of the Social Security Act, as amended by section 
6102(e)(4) of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", 
as the case may be". 
 
(iv) Section 1833(a)(1)(H) of the Social Security Act, as amended by section 6102(e)(5) 
of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", as the case 
may be". 
 
(v) Section 6102(e)(11) of the Omnibus Budget Reconciliation Act of 1989 is amended 
by inserting "of Health and Human Services" after "Secretary". 
 
(C) Repeal of reports no longer required. -- 
 
(i) Subsection (b) of section 4043 of the Omnibus Budget Reconciliation Act of 1987 is 
repealed. 
 
(ii) Subsection (c) of section 4048 of such Act is repealed. 
 
(iii) Section 4049(b)(1) of such Act is amended by striking ", and shall report" and all 
that follows up to the period at the end. 
 
(iv) Subsection (d) of section 4050 of such Act is repealed. 
 
(v) Section 4056(a)(1) of such Act, as redesignated by section 411(f)(14) of the Medicare 
Catastrophic Coverage Act of 1988, is amended by striking the last sentence. 
 
(vi) Section 4056(b)(2) of such Act is amended by striking the second sentence. 
 



(D) Adjustment of effective dates. -- Effective as if included in the enactment of the 
Omnibus Budget Reconciliation Act of 1987 -- 
 
[*H10315] (i) section 4048(b) of such Act is amended by striking "January 1, 1989" and 
inserting "March 1, 1989", and 
 
(ii) section 4049(b)(2) of such Act is amended by striking "January 1, 1989" and inserting 
"April 1, 1989". 
 
(j) Other Minor and Technical Amendments. -- 
 
(1) Immediate enrollment in part b by individuals covered by an employment-based plan. 
-- 
 
(A) In general. -- Subparagraphs (A) and (B) of section 1837(i)(3) of the Social Security 
Act (42 U.S.C. 1395p(i)(3)) are each amended -- 
 
(i) by striking "beginning with the first day of the first month in which the individual is 
no longer enrolled" and inserting "including each month during any part of which the 
individual is enrolled", and 
 
(ii) by striking "and ending seven months later" and inserting "ending with the last day of 
the eighth consecutive month in which the individual is at no time so enrolled". 
 
(B) Paragraphs (1) and (2) of section 1838(e) of such Act (42 U.S.C. 1395q(e)) are 
amended to read as follows: 
 
"(1) in any month of the special enrollment period in which the individual is at any time 
enrolled in a plan (specified in subparagraph (A) or (B), as applicable, of section 
1837(i)(3)) or in the first month following such a month, the coverage period shall begin 
on the first day of the month in which the individual so enrolls (or, at the option of the 
individual, on the first day of any of the following three months), or 
 
"(2) in any other month of the special enrollment period, the coverage period shall begin 
on the first day of the month following the month in which the individual so enrolls.". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall take effect 
February 1, 1991. 
 
(2) Development of criteria regarding consultation with a physician as requirement for 
social worker services. -- 
 
(A) In general. -- Section 6113(c) of the Omnibus Budget Reconciliation Act of 1989 is 
amended – 
 
(i) by inserting "and clinical social worker services" after "psychologist services"; and 



(ii) by striking "psychologist" the second and third place it appears and inserting 
"psychologist or clinical social worker". 
 
(B) Effective date. -- The amendment made by subparagraph (A) shall apply to services 
furnished on or after January 1, 1991. 
 
(3) Clarification on terms of extension of municipal health service project waivers. -- The 
extension of the municipal health service demonstration projects under section 9215 of 
the Consolidated Omnibus Budget Reconciliation Act of 1985, as provided for in the 
amendments made by section 6135 of the Omnibus Budget Reconciliation Act of 1989, 
shall be on the same terms and conditions as were in effect as of December 18, 1989, 
except for the extension of the period of such projects. 
 
SEC. 12904. PROVISIONS RELATING TO HEALTH MAINTENANCE 
ORGANIZATIONS. 
 
(a) Regulation of Incentive Payments to Physicians. -- 
 
(1) In general. -- Section 1876(i) of the Social Security Act (42 U.S.C. 1395mm(i)) is 
amended by adding at the end the following new paragraph: 
 
"(8)(A) Each contract with an eligible organization under this section shall provide that 
the organization may not operate any physician incentive plan (as defined in 
subparagraph (B)) unless the following requirements are met: 
 
"(i) No specific payment is made directly or indirectly under the plan to a physician or 
physician group as an inducement to reduce or limit medically necessary services 
provided with respect to a specific individual enrolled with the organization. 
 
"(ii) If the plan places a physician or physician group at substantial financial risk (as 
determined by the Secretary) for services not provided by the physician or physician 
group, the organization – 
 
"(I) provides stop-loss protection for the physician or group that is adequate and 
appropriate, based on standards developed by the Secretary that take into account the 
number of physicians placed at such substantial financial risk in the group or under the 
plan and the number of individuals enrolled with the organization who receive services 
from the physician or the physician group, and 
 
"(II) conducts periodic surveys of individuals enrolled or previously enrolled with the 
organization to determine the degree of access of such individuals to services provided by 
the organization and satisfaction with the quality of such services. 
 
"(iii) The organization provides the Secretary with descriptive information regarding the 
plan, sufficient to permit the Secretary to determine whether the plan is in compliance 
with the requirements of this subparagraph. 



"(B) In this paragraph, the term 'physician incentive plan' means any contractual 
compensation arrangement between an eligible organization and a physician or physician 
group that may directly or indirectly have the effect of reducing or limiting services 
provided with respect to individuals enrolled with the organization.". 
 
(2) Penalties. -- Section 1876(i)(6)(A)(vi) of such Act (42 U.S.C. 1395mm(i)(6)(A)(vi)) 
is amended by striking "(g)(6)(A);" and inserting "(g)(6)(A) or paragraph (8);". 
 
(3) Repeal of prohibition. -- Section 1128A(b)(1) of such Act (42 U.S.C. 1320a-7a(b)(1)) 
is amended -- 
 
(A) by striking ", an eligible organization" and all that follows through "section 1876,", 
 
(B) by adding "and" at the end of subparagraph (A), 
 
(C) by striking subparagraph (B), 
 
(D) by redesignating subparagraph (C) as subparagraph (B), and 
 
(E) by striking "or organization". 
 
(4) Effective date. -- The amendments made by paragraphs (1) and (2) shall apply with 
respect to contract years beginning on or after January 1, 1991, and the amendments 
made by paragraph (3) shall take effect on the date of the enactment of this Act. 
 
(b) Revisions in AAPCC Methodology. -- 
 
(1) In general. -- The Secretary of Health and Human Services shall revise the 
methodology used in making the determinations required under section 1876(a)(1)(A) of 
the Social Security Act for years beginning with 1992, and shall (notwithstanding the first 
sentence of such section) include such revised methodology in the notice provided 
pursuant to section 1876(a)(1)(F) of such Act for 1991. 
 
(2) Description of revisions. -- In revising the methodology described in paragraph (1), 
the Secretary shall consider -- 
 
(A) the differences in costs associated with medicare beneficiaries with differing health 
status and demographic characteristics; 
 
(B) the differences in costs associated with medicare beneficiaries who are enrolled with 
an eligible organization with a contract under section 1876 of the Social Security Act and 
beneficiaries who are not enrolled with such an organization; 
 
(C) the effects of using alternative geographic classifications on the determination of 
costs associated with beneficiaries residing in different areas; 
 



(D) the timeliness of the data used to develop the national average per capita rates and the 
effect of the timeliness of such data on the appropriateness of such rates; and 
 
(E) the appropriateness of the method used to update data used in developing such per 
capita rates. 
 
(c) Application of National Coverage Decisions. -- 
 
(1) In general. -- Section 1876(c)(2) of such Act (42 U.S.C. 1395mm(c)(2)) is amended -- 
 
(A) by redesignating clauses (i) and (ii) and subparagraphs (A) and (B) as subclauses (I) 
and 
 
(II) and clauses (i) and (ii), respectively; 
 
(B) by inserting "(A)" after "(2)"; and 
 
(C) by adding at the end the following new subparagraph: 
 
"(B) If there is a national coverage determination made in the period beginning on the 
date of an announcement under subsection (a)(1)(A) and ending on the date of the next 
announcement under such subsection that the Secretary projects will result in a 
significant change in the costs to the organization of providing the benefits that are the 
subject of such national coverage determination and that was not incorporated in the 
determination of the per capita rate of payment included in the announcement made at the 
beginning of such period -- 
 
"(i) such determination shall not apply to risk-sharing contracts under this section until 
the first contract year that begins after the end of such period; and 
 
"(ii) if such coverage determination provides for coverage of additional benefits or under 
additional circumstances, subsection (a)(6) shall not apply to payment for such additional 
benefits or benefits provided under such additional circumstances, unless otherwise 
required by law.". 
 
(2) Conforming amendment. -- Section 1876(a)(6) of such Act is amended by striking 
"subsection (c)(7)" and inserting "subsections (c)(2)(B)(ii) and (c)(7)". 
 
(3) Effective date. -- The amendments made by this subsection shall apply with respect to 
national coverage determinations that are not incorporated in the determination of the per 
capita rate of payment for individuals enrolled for 1991 with an eligible organization 
which has entered into a risk-sharing contract under section 1876 of the Social Security 
Act. 
 
(d) Limits on Payments for Out-of-Area Services Under Part B. -- 



(1) In general. -- Section 1876(j) of the Social Security Act (42 U.S.C. 1395mm(j)) is 
amended – 
 
(A) by striking "physicians"' each place it appears; 
 
(B) by striking "services" each place it appears and inserting "items or services"; and 
 
(C) in paragraph (1) -- 
 
(i) by striking "physician" each place it appears and inserting "physician, supplier, or 
other provider of services", and 
 
(ii) in subparagraph (A), by striking "the participation agreement under section 
1842(h)(1) is deemed to provide that the". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply with respect to 
items and services furnished on or after January 1, 1991. 
 
(e) Retroactive Enrollment. -- 
 
(1) In general. -- Section 1876(a)(1)(E) of such Act (42 U.S.C. 1395mm(a)(1)(E)) is 
amended -- 
 
(A) by striking "(E)" and inserting "(E)(i)"; and 
 
(B) by adding at the end the following new clause: 
 
[*H10316] "(ii)(I) Subject to subclause (II), the Secretary may make retroactive 
adjustments under clause (i) to take into account individuals enrolled during the period 
beginning on the date on which the individual enrolls with an eligible organization 
(which has a risk-sharing contract under this section) under a health benefit plan 
operated, sponsored, or contributed to, by the individual's employer or former employer 
(or the employer or former employer of the individual's spouse) and ending on the date 
on which the individual is enrolled in the plan under this section, except that for purposes 
of making such retroactive adjustments under this clause, such period may not exceed 90 
days. 
 
"(II) No adjustment may be made under subclause (I) with respect to any individual who 
does not certify that the organization provided the individual with the explanation 
described in subsection (c)(3)(E) before the individual enrolled with the organization.". 
 
(2) Effective date. -- The amendments made by paragraph (1) shall apply with respect to 
individuals enrolling with an eligible organization (which has a risk-sharing contract 
under section 1876 of the Social Security Act) under a health benefit plan operated, 
sponsored, or contributed to, by the individual's employer or former employer (or the 
employer or former employer of the individual's spouse) on or after January 1, 1991. 



(f) Public HMOs. -- Section 1876(f)(1) of such Act (42 U.S.C. 1395mm(f)(1)) is 
amended by striking the period and inserting ", or, in the case of an eligible organization 
that is owned and operated by a governmental entity, an enrolled membership at least 
one-half of which consists of individual who are not entitled to benefits under this title.". 
 
SEC. 12905. STANDARDS FOR MEDICARE SUPPLEMENTAL INSURANCE. 
 
(a) Simplification of Policies. -- Section 1882 of the Social Security Act (42 U.S.C. 
1395ss) is amended – 
 
(1) in subsection (b)(1) -- 
 
(A) in subparagraph (B), by striking "through (4)" and inserting "through (5)", 
 
(B) by striking "and" at the end of subparagraph (D), 
 
(C) by adding "and" at the end of subparagraph (E), and 
 
(D) by inserting after subparagraph (E) the following new subparagraph: 
 
"(F) meets the requirements in paragraph (1) of subsection (p),"; 
 
(2) in subsection (c) -- 
 
(A) by striking "and" at the end of paragraph (3), 
 
(B) by striking the period at the end of paragraph (4) and inserting "; and", and 
 
(C) by inserting after paragraph (4) the following new paragraph: 
 
"(5) meets the requirements of paragraph (1) of subsection (o)."; and 
 
(3) by adding at the end the following new subsections: 
 
"(o)(1) The requirements of this paragraph are follows: 
 
"(A) Except as provided in paragraph (3), each medicare supplemental policy shall 
provide for coverage of 1 of 4 groups of benefits specified by the Secretary under 
paragraph (2), or, in the case of a State making an election under subsection (p)(1)(A), 1 
of 4 groups of benefits specified under the approved State regulatory program. 
 
"(B) An insurer may not sell a medicare supplemental policy to an individual unless the 
insurer has offered the individual a medicare supplemental policy that only includes the 
standard group of benefits described in paragraph (2)(A). 
 



"(2) The Secretary shall specify the benefits to be provided in each of 4 different groups 
of benefits which may be provided under medicare supplemental policies, issued in a 
State without an approved State regulatory program, as follows: 
 
"(A) One group of benefits (in this subsection referred to as the 'standard group of 
benefits') shall only include the following: 
 
"(i) Payment of hospital coinsurance amounts imposed under subparagraphs (A) and (B) 
of section 1813(a). 
 
"(ii) Upon exhaustion of all benefits under part A with respect to inpatient hospital 
services, coverage of 100 percent of all expenses for inpatient hospital services 
recognized under part A but not otherwise covered under such part, subject to a lifetime 
maximum benefit of an additional 365 additional days of inpatient hospital services. 
 
"(iii) Payment of coinsurance amounts (other than the deductible under section 1833(b)) 
imposed under part B. 
 
"(iv) Payment of the deductibles for blood under sections 1813(a)(2) and 1833(b). 
 
"(B) The other groups of benefits shall include the benefits described in subparagraph (A) 
and increasingly comprehensive additional benefits. 
 
The Secretary shall specify the uniform language to be used in specifying such benefits. 
 
"(3) A medicare supplemental policy may offer benefits, which are in addition to those 
specified under paragraph (2) (or, in the case making an election under subsection 
(p)(1)(A), to those specified by the State) and which (A) are not available under any 
group specified under such paragraph or (B) are available in a different form under such a 
group, if the Secretary (in the case of a policy certified under subsection (a)) or the State 
(in the case of an approved State regulatory program) approves such benefits and if the 
insurer specifies the additional premium imposed to receive each such additional benefit. 
 
"(p)(1) For purposes of subsection (b)(2)(F), the requirements of this paragraph are as 
follows: 
 
"(A)(i) Each State may elect to specify the benefits to be provided in each of 4 different 
groups of benefits which may be provided under medicare supplemental policies issued 
in the State, if such specifications provide as follows: 
 
"(I) One group of benefits shall be the standard group of benefits (specified in subsection 
(o)(2)(A)). 
 
"(II) The other groups of benefits shall include the standard group of benefits and 
increasingly comprehensive additional benefits. 
 



Any State making such an election shall use uniform language to be used in specifying 
such benefits, except that the uniform language to be used for the standard group of 
benefits shall be the uniform language specified for that group by the Secretary under 
subsection (o)(2). 
 
"(ii) Each State which approves additional benefits under subsection (o)(3) shall report to 
the Secretary annually on the benefits so approved.". 
 
(b) Requiring Uniform Policy Description Before Purchase. -- Section 1882(o)(1) of such 
Act, as amended by subsection (a) of this section, is amended by adding at the end the 
following new subparagraph: 
 
"(C) Before the issuance of any medicare supplemental policy (or, in the case of a policy 
issued before the effective date of regulations to carry out this subparagraph, before the 
first renewal of such a policy occurring after such date), there must be provided a 
description of the policy's benefits that uses uniform language and format (including 
layout and print size), specified by the Secretary, that facilitiates comparison among 
medicare supplemental policies and comparison with medicare benefits.". 
 
(c) Prevention of Duplicate Medigap Coverage. -- 
 
(1) Notice. -- Section 1882(d) of such Act is amended -- 
 
(A) in paragraph (5), by striking "and (4)(A)" and inserting ", (4)(A), and (5)(A)" and by 
redesignating such paragraph as paragraph (6), and 
 
(B) by inserting after paragraph (4) the following new paragraph: 
 
"(5)(A) It is unlawful for an entity to issue a medicare supplemental policy to an 
individual unless the entity obtains from the individual, as part of the application for the 
issuance of the policy, a written statement signed by the individual stating, to the best of 
the individual's knowledge, what medicare supplemental policies (if any) the individual 
has and whether the individual has applied for and been determined to be entitled to any 
medical assistance under title XIX (whether as a qualified medicare beneficiary or 
otherwise). Any entity that violates the previous sentence is subject to a civil money 
penalty not to exceed $5,000 for each policy issued in violation of such sentence. 
 
"(B)(i) Except as provided in clauses (ii) and (iii), if the statement required by 
subparagraph (A) is not obtained or indicates that the individual has another medicare 
supplemental policy or indicates that the individual has applied for and been determined 
to be entitled to any medical assistance under title XIX, the issuance of such a policy 
shall be considered to be a violation of subparagraph (A). 
 
"(ii) Clause (i) shall not apply in the case of an individual who has another medicare 
supplemental policy, if the individual indicates in writing, as part of the application for 
issuance, that the policy being issued is intended to replace such other policy and 



indicates an intent to terminate the policy being replaced when the new policy becomes 
effective. 
 
"(iii) Clause (i) also shall not apply if a State medicaid plan under title XIX pays the 
premiums for the policy.". 
 
(2) Suspension of policies during receipt of medicaid benefits. -- Section 1882(o)(1) of 
such Act, as added by subsection (a) and as amended by subsection (b), is amended by 
adding at the end the following new subparagraph: 
 
"(D) Each medicare supplemental policy shall provide that benefits and premiums under 
the policy shall be suspended for the period (of up to 12 months) in which the policy or 
certificate holder indicates that the policy or certificat holder has applied for and been 
determined to be entitled to medical assistance under title XIX. If such suspension occurs 
and if the policy or certificate holder loses entitlement to such medical assistance within 
such 12 month period, coverage under such policy shall be automatically reinstituted 
(effective as of the date of termination of such entitlement) under terms described in 
subsection (n)(6)(A)(ii) if the policy or certificate holder provides notice of loss of such 
entitlement within 90 days after the date of such loss.". 
 
(3) Indentification of duplicate coverage. -- Section 1882(d) of such Act is amended -- 
 
(A) in paragraph (6), as amended and redesignated by paragraph (1) -- 
 
(i) by striking "and (5)(A)" and inserting 
 
"(5)(A), and (6)(C)", and 
 
(ii) by further redesignating such paragraph as paragraph (7); and 
 
(B) by inserting after paragraph (5) the following new paragraph: 
 
"(6)(A) Each issuer of a medicare supplemental policy shall file with the Secretary a 
[*H10317] list of the individuals who are policyholders of such policies and, in the case 
of a group policy, who are certificateholders, as of October 1 of such year. Such list shall 
be filed not later than February 1 of each year (beginning with 1992) and in an electronic 
form specified by the Secretary. Each such list shall identify individuals by name, 
address, the individual's social security account number, and the date the policy became 
effective with respect to the individual. 
 
"(B) Each employer with 100 or more employees offering retiree health benefits shall file 
with the Secretary (not later than February 1 of each year (beginning with 1992) and in an 
electronic form specified by the Secretary) a list of the individuals (identified by name, 
address, and social security account number) who are retirees, receiving such benefits, 
and are 60 years of age or older. 
 



"(C) Each issuer or employer that fails to file information required under subparagraph 
(A) or (B) is subject to a civil money penalty of not to exceed $50 for each individual 
with respect to which the information has not been provided. 
 
"(D) The Secretary shall provide for the matching of the lists submitted under this 
paragraph once each year. 
 
"(E)(i) The Secretary shall report each year to each State with an approved State 
regulatory program, for each individual residing in the State who -- 
 
"(I) has coverage under two or more medicare supplemental policies (and the names of 
the issuers of such policies), or 
 
"(II) has coverage under such one or more medicare supplemental policies and has 
applied for and been determined to be entitled to benefits under a State plan under title 
XIX, the name and address of the individual, the name of the issuer of each such policy, 
and the date of issuance of each such policy. 
 
"(ii) The Secretary shall submit by not later than September 1st of each year (beginning 
with 1992) a report to the Committee on Ways and Means of the House of 
Representatives and the Committee on Finance of the Senate on the extent of duplication 
of coverage under Medicare supplemental policies and duplication of coverage between 
retiree health benefits and medicare supplemental policies. 
 
"(F) Clauses (iii) and (vii) of section 205(c)(2)(C) shall apply with respect to social 
security account numbers included in any filing made pursuant to this paragraph.". 
 
(4) Use of social security account numbers in identification of duplicate coverage under 
medigap policies. -- Section 205(c)(2)(C) of such Act is amended -- 
 
(A) by redesignating clauses (ii), (iii), and (iv) as clauses (iv), (v), and (vi), respectively; 
 
(B) by redesignating subclauses (I) and (II) of clause (i) as clauses (i) and (ii) ,  
respectively; 
 
(C) by inserting after clause (ii) (as redesignated) the following new clause: 
 
"(iii) No officer or employee of the Department of Health and Human Services shall have 
access to social security account numbers as contained in any list filed pursuant to 
paragraph (6) of section 1882(d) for any purpose other than the establishment of a system 
of records necessary to the effective administration of such paragraph. The Secretary 
shall restrict access to social security account numbers as contained in any such list only 
to officers and employees of the Department of Health and Human Services whose duties 
or responsibilities require access for the administration of such paragraph (6). The 
Secretary shall provide such other safeguards as the Secretary determines to be necessary 



or appropriate to protect the confidentiality of such social security account numbers."; 
and 
 
(D) in clause (iv) (as redesignated), by striking "subclause (I) of clause (i)" and 
"subclause (II) of clause (i)" and inserting "clause (i)" and "clause (II)", respectively. 
 
(5) Confidentiality of social security account numbers. -- Section 205(c)(2)(C) of the 
Social Security Act (42 U.S.C. 405(c)(2)(C)) is amended by adding at the end the 
following new clause: 
 
"(vii)(I) Social security account numbers and related records which are obtained or 
maintained by authorized persons pursuant to any provision of law enacted on or after 
October 1, 1990, shall be confidential, and no such authorized person shall disclose any 
such social security account number or related record. 
 
"(II) Paragraphs (1), (2), and (3) of section 7213(a) of the Internal Revenue Code of 1986 
shall apply with respect to the unauthorized willful disclosure to any person of social 
security account numbers and related records obtained or maintained by an authorized 
person pursuant to a provision of law enacted on or after October 1, 1990, in the same 
manner and to the same extent as such paragraphs apply with respect to unauthorized 
disclosures of return and return information described in such paragraphs. Paragraph (4) 
of section 7213(a) of such Code shall apply with respect to the willful offer of any item 
of material value in exchange for any such social security account number or related 
record in the same manner and to the same extent as such paragraph applies with respect 
to offers (in exchange for any return or return information) described in such paragraph. 
 
"(III) For purposes of this clause, the term 'authorized person' means an officer or 
employee of the United States, an officer or employee of any State, political subdivision 
of a State, or agency of a State or political subdivision of a State, and any other person (or 
officer or employee thereof), who has or had access to social security account numbers or 
related records pursuant to any provision of law enacted on or after October 1, 1990. For 
purposes of this subclause, the term 'officer or employee' includes a former officer or 
employee. 
 
"(IV) For purposes of this clause, the term 'related record' means any record, list, or 
compilation which indicates, directly or indirectly, the identity of any individual with 
respect to whom a social security account number is maintained.". 
 
(d) Loss Ratio Requirements. -- 
 
(1) Uniform calculation. -- Section 1882(c)(2) of such Act is amended by striking "in 
accordance with accepted actuarial principles and practices" and inserting "in accordance 
with a uniform methodology, including uniform reporting standards, specified by the 
Secretary, after consultation with the National Association of Insurance Commissioners, 
Federal and State regulatory agencies, insurers, and organizations representing consumers 
and the aged". 



(2) Annual state reports on loss-ratios. -- Section 1882(p)(1) of such Act, as added by 
subsection (a), is amended by adding at the end the following: 
 
"(B) The State must report annually to the Secretary, on a policy-specific basis, on loss-
ratios under medicare supplemental policies and the use of sanctions, such as a required 
rebate or credit or the disallowance of premium increases, for policies that fail to meet the 
requirement of subsection (c)(2).". 
 
(3) Annual secretarial report on loss-ratios. -- Section 1882(f) of such Act is amended by 
adding at the end the following new paragraph: 
 
"(3) The Secretary shall submit in February of each year (beginning with 1993) a report 
to the Committee on Ways and Means of the House of Representatives and the 
Committee on Finance of th Senate, on a policy-specific basis, on loss-ratios under 
medicare supplemental policies and the use of sanctions, such as a required rebate or 
credit or the disllowance of premium increases, for policies that fail to meet the 
requirement of subsection (c)(2).". 
 
(e) Pre-existing Condition Limitations and Limitation on Medical Underwriting. -- 
Section 1882 of such Act is amended -- 
 
(1) in subsection (c), in the matter before paragraph (1), by inserting "or the requirement 
described in subsection (o)(1)(F)" after "paragraph (3)", 
 
(2) in subsection (d) -- 
 
(A) in paragraph (7), as amended and redesignated by subsection (c) -- 
 
(i) by striking "and (6)(C)" and inserting "(6)(C), and (7)", and 
 
(ii) by further redesignating such paragraph as paragraph (8); and 
 
(B) by inserting after paragraph (6) the following new paragraph: 
 
"(7) Any issuer for a medicare supplemental policy that fails to meet the requirements of 
subparagraphs (E) and (F) of subsection (o)(1) is subject to a civil money penalty of not 
to exceed $5,000 for each such failure."; and 
 
(3) by adding at the end of subsection (o)(1), as added by subsection (a) and as amended 
by subsections (b) and (c)(2), the following new subparagraphs: 
 
"(E) If a medicare supplemental policy replaces another medicare supplemental policy, 
the issuer of the replacing policy shall waive any time periods applicable to preexisting 
conditions, waiting period, elimination periods and probationary periods in the new 
medicare supplemental policy for similar benefits to the extent such time was spent under 
the original policy. 



"(F) The issuer of a medicare supplemental policy may not deny or condition the issuance 
or effectiveness of a medicare supplemental policy because of health status, claims 
experience, or medical condition for which an application is submitted during the 6 
month period beginning with the first month in which the individual (who is 65 years of 
age or older) first is enrolled for benefits under part B.". 
 
(f) Minimum Loss Ratios for Daily Hospital Indemnity and Dread Disease Policies. -- 
Section 1882 of such Act, as amended by subsection (a), is further amended by adding at 
the end the following new subsection: 
 
"(q)(1) Each daily hospital indemnity or dread disease policy which is issued or sold to, 
or renewed for, an individual entitled to benefits under part A of part B of this title must 
be sold, issued, or renewed in a State with a loss-ratio enforcement program approved by 
the Secretary under paragraph (2), or, in the case of a State without such a program, must 
be determined by the Secretary (upon application) to meet the loss-ratio requirements 
specified in paragraph (3). For purposes of this paragraph, in the case of a noncancellable 
daily hospital indemnity or dread disease policy issued before an individual attains 65 
years of age, the policy shall be deemed to be renewed as of the date the policyholder or 
certificateholder attains 65 years of age. 
 
"(2) The Secretary shall establish a procedure, similar to the procedure described in 
subsection 
 
(b), whereby a State may apply to the Secretary for approval of a loss-ratio enforcement 
program which provides for enforcement of the minimum loss-ratio requirements 
specified in paragraph (3) for all [*H10318] indemnity and dread disease policies sold or 
issued in the State to individuals entitled to benefits under part A or part B of this title. 
 
"(3)(A) The minimum loss ratio requirements specified in this paragraph are as follows: 
 
"(i) The policy shall return (in accordance with a uniform methodology, including 
uniform reporting standards, specified by the Secretary, after consultation with the 
Association, Federal and State regulatory agencies, insurers, and organizations 
representing consumers and the aged) to policyholders who are entitled to benefits under 
part A or part B of this title in the form of aggregate benefits provided under the policy, 
at least 60 percent (in the case of daily hospital indemnity policies) or 55 percent (in the 
case of dread disease policies) of the aggregate amount of premiums collected. 
 
"(ii) The issuer of the policy must provide for the reporting to the State annually of 
information with respect to the actual ratio of aggregate benefits provided to aggregate 
premiums for such policyholders on forms conforming to standards specified by the 
Secretary for such purpose. 
 
"(B) The Secretary shall establish uniform methodology for calculating loss-ratios for 
purposes of this subsection. Such methodology shall provide for the computation of loss-



ratios on the basis of individuals covered under such policies who are entitled to benefits 
under part A or part B of this title.". 
 
(g) Health Insurance Information, Counseling, and Assistance Grants. -- 
 
(1) Grants program. -- 
 
(A) In general. -- The Secretary of Health and and Human Services (in this subsection 
referred to as the "Secretary") shall make grants to States that submit applications to the 
Secretary that meet the requirements of this paragraph for the purpose of providing 
information, counseling, and assistance relating to the procurement of adequate and 
appropriate health insurance coverage to individuals who are eligible to receive benefits 
under title XVIII of the Social Security Act (in this paragraph referred to all "eligible 
individuals"). The Secretary shall prescribe regulations to establish a minimum level of 
funding for a grant issued under this paragraph. 
 
(B) Grant applications. -- (i) In submitting an application under this paragraph, a State 
may consolidate and coordinate an application that consists or parts prepared by more 
than one agency or department of such State. 
 
(ii) As part of an application for a grant under this paragraph, a State shall submit a plan 
for a State-wide health insurance information, counseling, and assistance program. Such 
program shall -- 
 
(I) establish or improve upon a health insurance information, counseling, and assistance 
program that provides counseling (including direct counseling) and assistance to eligible 
individuals in need of health insurance information, including -- 
 
(a) information that may assist individuals in obtaining benefits and filing claims under 
titles XVIII and XIX of the Social Security Act; 
 
(b) policy comparison information for medicare supplemental policies (as described in 
section 1882(g)(1) of the Social Security Act (42 U.S.C. 139ss(g)(1)) and information 
that may assist individuals in filing claims under such medicare supplemental policies; 
 
(c) information regarding long-term care insurance; and 
 
(d) information regarding other types of health insurance benefits that the Secretary 
determined to be appropriate; 
 
(II) in conjunction with the health insurance information, counseling, and assistance 
program described in subclause (I), establish a system of referral to appropriate Federal 
or State departments or agencies for assistance with problems related to health insurance 
coverage (including legal problems), as determined by the Secretary; 
 



(III) provide for sufficient number of staff positions (including volunteer positions) 
necessary to provide the services of the health insurance information, counseling, and 
assistance program; 
 
(IV) provide assurance that staff members (including volunteer staff members) of the 
health insurance information, counseling, and assistance program have no conflict of 
interest in providing the services described in subclause (I); 
 
(V) provide for the collection and dissemination of timely and accurate health care 
information to staff members (including volunteer staff members) of the health insurance 
information, counseling, and assistance program and regular staff meetings and 
continuing education programs for the purpose of informing the staff of current 
developments in legal and economic issues relating to the provision of health insurance; 
 
(VI) provide for training programs for staff members (including volunteer staff 
members); 
 
(VII) provide for the coordination of the exchange of health insurance information 
between the staff of departments and agencies of the State government and the staff of 
the health insurance information, counseling, and assistance program; 
 
(VIII) make recommendations concerning consumer issues and complaints related to the 
provision of health care to agencies and departments of the State government and the 
Federal Government responsible for providing or regulating health insurance; 
 
(IX) establish an outreach program to provide the health insurance information and 
counseling described in subclause (I) and the assistance described in subclause (II) to 
eligible individuals; and 
 
(X) demonstrate, to the satisfaction of the Secretary, an ability to provide the counseling 
and assistance required under this paragraph. 
 
(C) Special grants. -- (i) A State that is conducting a health insurance information, 
counseling, and assistance program that is substantially similar to a program described in 
subparagraph (B)(ii), shall, as a requirement for eligibility for a grant under this 
paragraph, demonstrate, to the satisfaction of the Secretary, that such State shall maintain 
the activities of such program at least at the level that such activities were conducted 
immediately preceding the date of the issuance of any grant during the period of time 
covered by such grant under this section and that such activities will continue to be 
maintained at such level. 
 
(ii) If the Secretary determines that the existing health insurance information, counseling, 
and assistance program is substantially similar to a program described in subparagraph 
(B)(ii), the Secretary may waive some or all of the requirements described in 
subparagraph (B)(ii), and issue a grant to the State for the purpose of increasing the 
number of services offered by the health insurance information, counseling, and 



assistance program, experimenting with new methods of outreach in conducting such 
program, or expanding such program to geographic areas of the State not previously 
served by the program. 
 
(D) Criteria for issuing grants. -- In issuing a grant under this paragraph, the Secretary 
shall consider -- 
 
(i) the commitment of the State to carrying out the health insurance information, 
counseling, and assistance program described in subparagraph (B)(ii), including the level 
of cooperation demonstrated – 
 
(I) by the office of the chief insurance regulator of the State, or the equivalent State 
entity; 
 
(II) other officials of the State responsible for overseeing insurance plans issued by 
nonprofit hospital and medical service associations; and 
 
(III) departments and agencies of such State responsible for administering funds under 
title XIX of the Social Security Act, and administering funds appropriated under the 
Older Americans Act; 
 
(ii) the population of eligible individuals in such State as a percentage of the population 
of such State; and 
 
(iii) in order to ensure the needs of rural areas in such State, the relative costs and special 
problems associated with addressing the special problems of providing health care 
information, counseling, and assistance to the rural areas of such State. 
 
(E) Annual state report. -- A State that receives a grant under subparagraph (C) or (D) 
shall, not later than 180 days after receiving such grant, and annually thereafter, issue an 
annual report to the Secretary that includes information concerning -- 
 
(i) the number of individuals served by the State-wide health insurance information, 
counseling and assistance program of such State; 
 
(ii) an estimate of the amount of funds saved by the State, and by eligible individuals in 
the State, in the implementation of such program; and 
 
(iii) the problems that eligible individuals in such State encounter in procuring adequate 
and appropriate health care coverage. 
 
(F) Report to congress. -- Not later than 180 days after the date of the enactment of this 
Act, and annually thereafter, the Secretary shall issue a report to the Committee on 
Finance of the Senate, the Special Committee on Aging of the Senate, the Committee on 
Ways and Means of the House of Representatives, the Committee on Energy and 



Commerce of the House of Representatives, and the Select Committee on Aging of the 
House of Representatives that – 
 
(i) summarizes the allocation of funds authorized for grants under this paragraph and the 
expenditure of such funds; 
 
(ii) outlines the problems that eligible individuals encounter in procuring adequate and 
appropriate health care coverage; and 
 
(iii) makes recommendations that the Secretary determines to be appropriate to address 
the problems described in clause (ii). 
 
(G) Authorization of appropriations for grants. -- There are authorized to be appropriated, 
in equal parts from the Federal Hospital Insurance Trust Fund and from the Federal 
Medical Supplementary Insurance Trust Fund, $10,000,000 for each of fiscal years 1991, 
1992, 1993, 1994, and 1995, and such sums as are necessary for each succeeding fiscal 
year, to fund the grant programs under this paragraph. 
 
(2) National resource center. -- 
 
(A) In general. -- The Secretary shall establish a national resource center for the purposes 
of -- 
 
(i) creating a clearinghouse for information relating to health insurance information, 
including information concerning health insurance information, counseling, and 
assistance programs in the United States and information concerning public and private 
health insurance programs; 
 
(ii) distributing the information described in clause (i) to the States; and 
 
(iii) providing to the States technical assistance and training in disseminating such 
information. 
 
[*H10319] (B) Information exchange. -- The Secretary may request such information 
from the head of any Federal department or agency as the Secretary may require for the 
purposes of carrying out this paragraph. Each such department or agency is authorized, to 
the extent permitted by law, and subject to the provisions of section 552 of title 5, United 
States Code (commonly referred to as the Freedom of Information Act), to furnish such 
information in a form that is accurately compiled and within a reasonable period of time. 
 
(C) Authorization of appropriations for national resource center. -- There are authorized 
to be appropriated, in equal parts from the Federal Hospital Insurance Trust Fund and 
from the Federal Medical Supplementary Insurance Trust Fund, $1,000,000 for each of 
fiscal years 1991, 1992, 1993, 1994, and 1995, and such sums as are necessary for each 
succeeding fiscal year, to fund the national resource center described in subparagraph 
(A). 



(h) Enforcement of Standards. -- 
 
(1) Requiring conformity with standards. -- Section 1882 of such Act is amended -- 
 
(A) in the heading, by striking "VOLUNTARY"; and 
 
(B) in subsection (a) -- 
 
(i) by inserting "(1)" after "(a)", 
 
(ii) by adding at the end the following new paragraph: 
 
"(2) No medicare supplemental policy may be sold or issued unless the policy either -- 
 
"(A) is sold or issued in a State with an approved regulatory program, or 
 
"(B) has been certified by the Secretary under paragraph (1).". 
 
(2) Certification of state regulatory programs by secretary, rather than supplemental 
health insurance panel. -- Section 1882 of such Act is further amended -- 
 
(A) in subsection (b)(1), by striking "the Supplemental Health Insurance Panel 
(established under paragraph (2))" and inserting "the Secretary"; 
 
(B) in subsection (b)(1), by striking "the Panel" and inserting "the Secretary"; 
 
(C) in subsection (b)(1), by adding at the end the following: "If the Secretary finds that a 
State regulatory program no longer meets the standards and requirements of this 
paragraph, before making a final determination, the Secretary shall provide the State an 
opportunity to adopt such a plan of correction as would permit the State to continue to 
meet such standards and requirements."; 
 
(D) by striking paragraph (2) of subsection (b) and redesignating paragraph (3) of such 
subsection as paragraph (2); and 
 
(E) in subsection (g)(2)(B), by striking "the Panel" and inserting "the Secretary". 
 
(3) State enforcement. -- Section 1882(b)(1) of such Act, as amended by subsection  
(a)(1), is amended -- 
 
(A) in subparagraph (D), by inserting "and enforcement" after "application", 
 
(B) by striking "and" at the end of subparagraph (E), 
 
(C) by adding "and" at the end of subparagraph (F), and 
 



(D) by inserting after subparagraph (F) the following new subparagraph: 
 
"(G) reports annuallly to the Secretary on the adoption, implementation, and enforcement 
of the standards and requirements of this paragraph,". 
 
(4) Promulgation of regulations and waiver of requirements. -- Section 1882 of such Act, 
as amended by subsections (a) and (f), is amended by adding at the end the following 
new subsection: 
 
"(r)(1)(A) The Secretary shall promulgate proposed regulations, by June 1, 1991, to 
implement all the standards and requirements of this section (including the requirements 
and standards added by the Omnibus Budget Reconciliation Act of 1990). 
 
"(B) If, by April 1, 1991, the National Association of Insurance Commissioners revises 
the NAIC Model Regulation previously promulgated for purposes of this section to 
incorporate all the requirements and standards of this section (as amended by the 
Omnibus Budget Reconciliation Act of 1990), the proposed regulations under 
subparagraph (A) shall reflect such revised NAIC Model Regulation, but shall not 
include any restriction relating to the subject matter of section 12 of such Model 
Regulation (as in effect on the date of the enactment of this subsection). 
 
"(C) The Secretary shall provide for opportunity for public comment, and consult with 
the National Association of Insurance Commissioners, Federal and State regulatory 
agencies, insurers, and organizations representing consumers and the aged, respecting the 
proposed regulations under this paragraph. 
 
"(D) The Secretary shall promulgate final regulations described in subparagraph (A) not 
later than October 1, 1991. 
 
"(E) Such regulations shall apply in each State effective for policies issued to 
policyholders on and after the date specified in paragraph (2). 
 
"(F) Regulations issued under this paragraph shall include uniform standards for the 
enforcement of requirements under this section, and shall specify the sanctions which 
shall be imposed for violations of such requirements. Such sanctions may include, in the 
case of a violation of lossratio requirements, required rebates or credits and disapproval 
of premium increases. 
 
"(2)(A) Subject to subparagraph (B), the date specified in this paragraph for a State is -- 
 
"(i) the date the Secretary determines under subsection (b)(1) that the State has a 
regulatory program that meets the requirements of this section (as reflected in the 
regulations promulgated under paragraph (1)), or 
 
"(ii) the end of the 1-year period beginning on the date of publication of such final 
regulations, whichever is earlier. 



"(B) In the case of a State which the Secretary identifies as -- 
 
"(i) requiring State legislation (other than legislation appropriating funds) in order to 
implement the regulations promulgated under paragraph (1), but 
 
"(ii) having a legislature which is not scheduled to meet in the 1-year period described in 
subparagraph (A)(ii) in a legislative session in which such legislation may be considered, 
 
the date specified in this paragraph is the first day of the first calendar quarter beginning 
after the close of the first legislative session of the State legislature that begins after such 
1-year period. For purposes of the previous sentence, in the case of a State that has a 2-
year legislative session, each year of such session shall be deemed to be a separate 
regular session of the State legislature. 
 
"(3) The Secretary may waive any of the requirements of this section, insofar as they 
apply to a policy in a State, if the commissioner or superintendent of insurance of the 
State applies to the Secretary for such waiver and provides assurances satisfactory to the 
Secretary that, under such waiver, the State will provide for consumer protection at least 
as great as the protection that would have been provided had the waiver not been granted. 
The Secretary shall approve or disapprove each application for waiver under this 
paragraph within 60 days after the date of its submittal to the Secretary.". 
 
(5) Requiring approval of policies. -- The second sentence of section 1882(d)(4)(B) of 
such Act is amended by striking all that follows "if" the first place it appears and 
inserting "the policy has been certified by the Secretary pursuant to subsection (c) or was 
issued in a State with an approved regulatory program.". 
 
(i) GAO Reports and Studies. -- 
 
(1) Report on loss-ratios. -- In February of each year (beginning with 1991), the 
Comptroller General shall submit to the Committee on Ways and Means of the House of 
Representatives and the Committee on Finance of the Senate a report specifying, on a 
policy-specific basis, the lossratios of medicare supplemental insurance policies, daily 
hospital indemnity policies, and dread disease policies. 
 
(2) Studies. -- 
 
(A) In general. -- The Comptroller General shall conduct studies on the following: 
 
(i) Actions taken by States in order to comply with the requirements imposed by the 
amendments made by this section. 
 
(ii) The nature and scope of insurance products sold to medicare beneficiaries with 
benefits that are similar to, but not the same as, those provided in medicare supplemental 
policies. 
 



(iii) Duplicate health benefits coverage among medicare beneficiaries with retiree health 
benefits. 
 
(iv) The extent of medical underwriting in the issuance of medicare supplemental policies 
and the impact of such underwriting on access to such policies. 
 
(v) The impact of the establishment by States of a minimum loss ratio for medicare 
supplemental policies that exceeds the minimum loss ratios required under section 
1882(c)(2) of the Social Security Act. 
 
(B) Report. -- Not later than February 1, 1992, the Comptroller General shall submit to 
the Committee on Ways and Means of the House of Representatives and the Committee 
on Finance of the Senate a report on the studies conducted under subparagraph (A). 
 
(j) Excise Tax for Noncertified Medicare Supplemental Policies and Certain Other 
Policies. -- 
 
(1) In general. -- Chapter 34 of the Internal Revenue Code of 1986 is amended by adding 
at the end thereof the following new subchapter: 
 
"Subchapter B -- Noncertified Policies 
 
"Sec. 4381. Excise tax on noncertified policies. 
 
"SEC. 4381. EXCISE TAX ON NONCERTIFIED POLICIES. 
 
"(a) In General. -- There is hereby imposed a tax on any noncertified policy equal to 50 
percent of any premium paid on such policy. 
 
"(b) Liability for Tax. -- The tax imposed by subsection (a) shall be paid by the entity that 
issues the noncertified policy. 
 
"(c) Definitions. -- For purposes of this section: 
 
"(1) Policy. -- The term 'policy' means -- 
 
"(A) a medicare supplemental policy (as defined in section 1882(g)(1) of the Social 
Security Act), and 
 
"(B) a daily hospital indemnity policy and a dread disease policy (as defined by the 
Secretary of Health and Human Services for purposes of section 1882(q) of such Act). 
 
"(2) Noncertified policy. -- The term 'noncertified policy' means -- 
 
"(A) a policy described in paragraph (1)(A) which -- 
 



" [*H10320] (i) is sold in a State which does not have a regulatory program approved by 
the Secretary of Health and Human Services under section 1882(b) of the Social Security 
Act, and 
 
"(ii) has not been certified by such Secretary under section 1882(c) of such Act; or  
 
"(B) a policy described in paragraph (1)(B) which (i) is sold in a State which does not 
have a loss-ratio enforcement program approved by the Secretary under section 
1882(q)(2) of the Social Security Act, and (ii) is not determined by the Secretary to meet 
the loss-ratio requirements of section 1882(q)(3) of such Act.". 
 
(2) Clerical amendment. -- Chapter 34 of such Code is amended by striking the chapter 
heading and inserting the following: 
 
"Chapter 34 -- Certain Insurance Policies 
 
"Subchapter A. Policies issued by foreign insurers. 
 
"Subchapter B. Noncertified policies. 
 
"Subchapter A -- Policies Issued by Foreign Insurers". 
 
(3) Implementation. -- The amendments made by this subsection shall apply to the 
issuance of policies occurring on or after the date that is 6 months after the date of 
issuance of final regululations described in section 1882(r)(1) of the Social Security Act, 
except that such amendments (insofar as they require a policy to meet loss ratios 
described in section 1882(c)(2) or section 1882(q)(1) of the Social Security Act) shall 
apply, as of such effective date, to policies issued before such date for policy years 
beginning on or after such date. 
 
(k) Effective Dates. -- 
 
(1) In general. -- The amendments made by subsections (a), (b), (c)(1), (c)(2), (d)(1), 
(d)(2), (e), (f), (h)(1), (h)(2), (h)(3), and (h)(5) shall be effective in a State on the date 
specified in section 1882(r)(2) of the Social Security Act, as added by subsection (h)(4) 
of this section. 
 
(2) Reports, etc.l. -- Subsections (g) and (i) and the amendments made by subsections 
(c)(3), (d)(3), and (h)(4) shall take effect on the date of the enactment of this Act. 
 
SEC. 12906. PREVENTION OF UNNECESSARY PRESCRIBING OF CONTROLLED 
SUBSTANCES. 
 
(a) In General. -- Part A of title XVIII of the Social Security Act is amended by adding at 
the end the following new section: 
 



"IMPLEMENTATION OF CONTROLLED SUBSTANCE ACCOUNTABLE 
PRESCRIPTION SYSTEMS 
 
"Sec. 1821. (a)(1) Subject to paragraph (2), notwithstanding any other provision of this 
part or part C, payments under this part for inpatient hospital services and extended care 
services provided in a State in a month beginning with January 1992, shall be reduced by 
1/2 percent if the State has not implemented a controlled substance accountable 
prescription system described in subsection (b) applicable to controlled substances 
dispensed as of the first day of such month. 
 
"(2) In the case of a State which the Secretary determines requires State legislation (other 
than legislation authorizing and appropriating funds) in order for the State to implement a 
controlled substance accountable prescription system described in subsection (b), 
paragraph (1) shall not apply to services furnished before the first day of the first month 
beginning after the close of the first regular session of the State legislature that begins 
after the date of the enactment of this section. 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. 
 
"(b) The controlled substances accountable prescription system described in this 
subsection must provide for the following: 
 
"(1)(A) Under the system, except as provided in subparagraph (B) or when dispensed 
directly by a practitioner, other than a pharmacist, to an ultimate user, no controlled 
substance in any of schedules II through V, which is a prescription drug as determined 
under the Federal Food, Drug, and Cosmetic Act, may be dispensed without a written 
prescription of a practitioner, made on an accountable prescription form provided by an 
agency (designated by the State, such an agency in this subsection referred to as the 
'designated State agency') in accordance with paragraph (2) and rules made by the agency 
to implement this subsection. 
 
"(B) In emergency situations, as defined by the Secretary by rule after consultation with 
the Attorney General, a controlled substance may be dispensed upon oral prescription in 
accordance with section 503(b) of the Federal Food, Drug, and Cosmetic Act. 
 
"(2)(A) A designated State agency shall issue accountable prescription forms under this 
paragraph only to persons validly registered under section 303(f) of the Controlled 
Substances Act. Before delivering such a form to a person, the agency shall place on the 
form the name, address, and registration number of such person. 
 
"(B) It shall be unlawful for any other person to use or furnish such form to any other 
person to procure distribution of a controlled substance except as authorized by Federal 
or State law. 
 
"(C) Any person who has been issued accountable prescription forms shall ensure such 
forms are securely stored to prevent theft or loss, and shall, immediately upon the 



discovery of the theft or loss of such forms, notify the designated State agency of the 
accountable number of any such missing forms. 
 
"(3)(A) Every person who dispenses a controlled substance pursuant to an accountable 
prescription form under this subsection shall maintain a record of such dispensing, 
including -- 
 
"(i) information contained on such form, and 
 
"(ii) its accountable number, 
 
for a period of two years and make it available for inspection and copying by officers and 
employees to carry out this title, title XIX, part A of title XI, the Controlled Substances 
Act, or a State controlled substances act. 
 
"(B) Any person who prescribes a controlled substance which is subject to paragraph (1) 
shall maintain a readily retrievable record of such prescribing, including recipient name, 
drug and quantity prescribed, date of the prescription, and the accountable prescription 
number. 
 
"(C) Every person who dispenses a controlled substance pursuant to an accountable 
prescription form under paragraph (1) shall, at such times (but not less than every two 
months) and in such form as required by the designated State agency make periodic 
reports of such distribution of a controlled substance. Such reports shall contain at least 
the registration number assigned under the Controlled Substances Act to the person or 
establishment which made the distribution, the accountable prescription number, the drug 
and quantity dispensed, date of the dispensing, and information sufficient to identify the 
recipient of the controlled substance. Whenever possible, the recipient identification shall 
be an identification number unique to the recipient, rather than the recipient's name. 
 
"(D) Access to information in the system which identifies individual patients shall be 
limited to State and Federal authorities involved in the investigation of violations of this 
title, title XVIII, part A of title XI, the Controlled Substances Act, or a State controlled 
substances act. Such information may only be used or disclosed by any recipient for the 
purpose of enforcing such provisions of law. Any patient identifying information which 
is not part of an active investigation shall be purged one year from the date it is entered 
into the system. Any individual who uses or reveals information in the system which 
identifies a patient's name (except as authorized under this subsection or to a court in a 
judicial proceeding) shall be subject to a fine of $5,000 for each such use or revelation. 
 
"(4) The State agency with an agreement in effect under section 1864(a) maintains an 
active program to review information obtained under the system under this subsection 
and to investigate possible instances of fraud relating to the prescribing or dispensing of 
controlled substances. 
 



"(c) The Secretary (through the Inspector General in the Department) and the Attorney 
General, in accordance with their respective authorities, shall maintain an active program 
to assist and cooperate with designated State agencies in carrying out subsection (b), to 
ensure the integrity of, to review, to analyze, and to investigate information reported to 
the States under subsection (b)(3), and to investigate potential violations of law identified 
through the information obtained under this section. 
 
"(d) The Secretary, through the National Cancer Institute and the National Institute for 
Mental Health, shall develop a brief information brochure which describes the proper 
prescribing of controlled substances for cancer pain and mental illness and specifies 
where additional information may be obtained respecting proper prescribing practices. 
The Secretary shall provide for the distribution of such brochure with accountable 
prescription forms provided by the Attorney General under this section. 
 
"(e) In order to promote States' use of electronic data transfer to receive information 
under this section, the Secretary, through the Administrator of the Health Care Financing 
Administration, shall issue guidelines respecting the electronic data transfer. Such 
guidelines shall accommodate electronic data transfer systems used by pharmacies.". 
 
(b) Funding for Operation of System. -- Section 1864(b) of such Act (42 U.S.C. 
1395aa(b)) is amended by inserting "and for the reasonable costs which are attributable to 
the establishment and operation of the controlled substance account prescription system 
under section 1821(b)" after "subsection (a)". 
 
SEC. 12907. OTHER TECHNICAL AND MISCELLANEOUS PROVISIONS 
RELATING TO PARTS A AND B. 
 
(a) Use of Administrative Law Judges. -- Title XI of the Social Security Act is amended 
by inserting after section 1122 the following new section: 
 
"ADMINISTRATIVE LAW JUDGES FOR HEALTH-RELATED CASES 
 
"Sec. 1123. If (and when) the administration of title II is placed in an officer who is not 
acting under the authority or direction of the Secretary, insofar as this title, title XVIII, or 
Title XIX provides for a hearing before an admininistrative law judge related to a matter 
under title XVIII, title XIX, part B of this title or a provision of this part relating to such 
titles or part, notwithstanding any other provision of law, such a hearing [*H10321] shall 
be held before such a judge who is appointed by the Secretary exclusively for hearings 
relating to such matters and who is in a position within the Department not within the 
Health Care Financing Administration.". 
 
(b) Hospital and Physician Obligations With Respect to Emergency Medical Conditions. 
-- 
 
(1) Civil monetary penalties. -- Section 1867(d)(2)(B) of the Social Security Act (42 
U.S.C. 1395dd(d)(2)(B)) is amended by striking "knowingly" and inserting "negligently". 



(2) Exclusion. -- Section 1867(d)(2)(B) of such Act (42 U.S.C. 1395dd(d)(2)(B)) is 
amended by striking "knowing and willful or negligent" and inserting "is gross and 
flagrant or is repeated". 
 
(3) Effective date. -- The amendments made by this subsection shall apply to actions 
occurring on or after the first day of the sixth month beginning after the date of the 
enactment of this Act. 
 
(c) Extensions of Expiring Provisions. -- 
 
(1) Prohibition on cost savings policies before beginning of fiscal year. -- 
Notwithstanding any other provision of law, the Secretary of Health and Human Services 
may not issue any proposed or final regulation, instruction, or other policy which is 
estimated by the Secretary to result in a net reduction in expenditures under title XVIII of 
the Social Security Act in a fiscal year (beginning with fiscal year 1991 and ending with 
fiscal year 1993, or if later, the last fiscal year for which there is a maximum deficit 
amount specified under section 3(7) of the Congressional Budget and Impoundment 
Control Act of 1974) of more than $50,000,000, except as follows: 
 
(A) The Secretary may issue such a proposed regulation, instruction, or other policy with 
respect to the fiscal year before the May 15 preceding the beginning of the fiscal year. 
 
(B) The Secretary may issue such a final regulation, instruction, or other policy with 
respect to the fiscal year on or after October 15 of the fiscal year. 
 
(C) The Secretary may, at any time, issue such a proposed or final regulation, instruction, 
or other policy with respect to the fiscal year if required to implement specific provisions 
under statute. 
 
(2) Prohibition of payment cycle changes. -- Notwithstanding any other provisions of 
law, the Secretary of Health and Human Services is not authorized to issue, after the date 
of the enactment of this Act, any final regulation, instruction, or other policy change 
which is primarily intended to have the effect of slowing down or speeding up claims 
processing, or delaying payment of claims, under title XVIII of the Social Security Act. 
 
(3) Waiver of liability for home health agencies. -- Section 9305(g)(3) of the Omnibus 
Budget Reconciliation Act of 1986 is amended by striking "November 1, 1990" and 
inserting "December 31, 1995". 
 
(4) Extension and expansion of waivers for social health maintenance organizations. -- 
 
(A) Extension of current waivers. -- Section 4018(b) of the Omnibus Budget 
Reconciliation Act of 1987 is amended -- 
 
(i) in paragraph (1), by striking "September 30, 1992" and inserting "December 31, 
1995"; and 



 
(ii) in paragraph (4) -- 
 
(I) by striking "final" and inserting "second interim", and 
 
(II) by striking the period at the end and inserting the following: ", and shall submit a 
final report on the demonstration projects conducted under section 2355 of the Deficit 
Reduction Act of 1984 not later than March 31, 1996,". 
 
(B) Expansion of demonstrations. -- Section 2355 of the Deficit Reduction Act of 1984 is 
amended -- 
 
(i) in subsection (a), by adding at the end of the following: "Not later than 12 months 
after the date of the enactment of the Omnibus Budget Reconciliation Act of 1990, the 
Secretary shall approve such applications or protocols for not more than 4 additional 
projects described in subsection (b)."; 
 
(ii) by amending paragraph (1) of subsection (b) to read as follows: 
 
"(1) to demonstrate -- 
 
"(A) the concept of a social health maintenance organization with the organizations as 
described in Project No. 18-P-9 7604/1-04 of the Universtity Health Policy Consortium 
of Brandeis University, or 
 
"(B) in the case of a project conducted as a result of the amendments made by section 
12907(c)(4)(A) of the Omnibus Budget Reconciliation Act of 1990, the effectiveness and 
feasibility of innovative approaches to refining targeting and financing methodologies 
and benefit design, including the effectiveness of feasibility of -- 
 
"(i) the benefits of expanded post-acute and community care case management through 
links between chronic care case management services and acute care providers; 
 
"(ii) refining targeting or reimbursement methodologies; 
 
"(iii) the establishment and operation of a rural services delivery system; or 
 
"(iv) the effectiveness of second-generation sites in reducing the costs of the 
commencement and management of health care service delivery;"; 
 
(iii) in subsection (b) -- 
 
(I) by inserting "and" at the end of paragraph (3), 
 
(II) by striking the semicolon at the end of paragraph (4) and inserting a period, and 
 



(III) by striking paragraphs (5), (6), and (7). 
 
(iv) in subsection (c) -- 
 
(I) by striking "and" at the end of paragraph (1), 
 
(II) by striking the period at the end of paragraph (2) and inserting "; and ", and 
 
(III) by adding at the end the following new paragraph: 
 
"(3) in the case of a project conducted as a result of the amendments made by section 
12907(c)(4)(A) of the Omnibus Budget Reconciliation Act of 1990, any requirements of 
titles XVIII or XIX of the Social Security Act that, if imposed, would prohibit such 
project from being conducted."; and 
 
(v) by adding at the end the following new subsection: 
 
"(e) There are authorized to be appropriated $3,500,000 for the costs of technical 
assistance and evaluation related to projects conducted as a result of the amendments 
made by section 12907(c)(4)(A) of the Omnibus Budget Reconciliation Act of 1990.". 
 
(d) Development of Prospective Payment System for Home Health Services. -- 
 
(1) Development of proposal. -- The Secretary of Health and Human Services shall 
develop a proposal to modify the current system under which payment is made for home 
health services under title XVIII of the Social Security Act or a proposal to replace such 
system with a system under which such payments would be made on the basis of 
prospectively determined rates. In developing any proposal under this paragraph to 
replace the current system with a prospective payment system, the Secretary shall -- 
 
(A) take into consideration the need to provide for appropriate limits on increases in 
expenditures under the medicare program; 
 
(B) provide for adjustments to prospectively determined rates to account for changes in a 
provider's case mix, severity of illness of patients, volume of cases, and the development 
of new technologies and standards of medical practice; 
 
(C) take into consideration the need to increase the payment otherwise made under such 
system in the case of services provided to patients whose length of treatment or costs of 
treatment greatly exceed the length or cost of treatment provided for under the applicable 
prospectively determined payment rate; 
 
(D) take into consideration the need to increase payments under the system to providers 
that treat a disproportionate share of low-income patients and providers located in 
geographic areas with high wages and wage-related costs; and 



(E) analyze the feasibility and appropriateness of establishing the episode of illness as the 
basic unit for making payments under the system. 
 
(2) Reports. -- (A) By not later than April 1, 1993, the Secretary of Health and Human 
Services shall submit the research findings upon which the proposal described in 
paragraph (1) shall be based to the Committee on Finance of the Senate and the 
Committee on Ways and Means of the House of Representatives. 
 
(B) By not later than September 1, 1993, the Secretary shall submit the proposal 
developed under paragraph (1) to the Committee on Finance of the Senate and the 
Committee on Ways and Means of the House of Representatives. 
 
(C) By not later than March 1, 1994, the Prospective Payment Assessment Commission 
shall submit an analysis of and comments on the proposal developed under paragraph (1) 
to the Committee on Finance of the Senate and the Committee on Ways and Means of the 
House of Representatives. 
 
(e) Home Health Wage Index. -- 
 
(1) In general. -- Section 1861(v)(1)(L)(iii) of the Social Security Act (42 U.S.C. 
1395x(v)(l)(L)(iii)) is amended to read as follows: 
 
"(iii) In establishing limits under this subparagraph for portions of a cost reporting period 
occurring during a fiscal year, the Secretary shall utilize a wage index equal to the area 
wage index applicable under section 1886(d)(3)(E) during the fiscal year to the nearest 
hospital located in the geographic area in which the home health agency is located.". 
 
(2) Transition provision. -- Notwithstanding section 1861(v)(l)(L)(iii) of the Social 
Security Act, the Secretary of Health and Human Services shall, in determining the limits 
of reasonable costs under title XVIII of such Act with respect to services furnished by a 
home health agency for portions of a cost reporting period occurring during a fiscal year, 
utilize a wage index equal to – 
 
(A) for portions of cost reporting periods beginning on or after July 1, 1991, and on or 
before June 30, 1992, a combined area wage index consisting of -- 
 
(i) 67 percent of the area wage index applicable under section 1861(v)(1)(L)(iii) of such 
Act to such home health agency, determined using the survey of the 1982 wages and 
wage-related costs of hospitals in the United States conducted under such section, and 
 
(ii) 33 percent of the area wage index applicable under section 1886(d)(3)(E) of such Act 
to hospitals located in the geographic area in which the home health agency is located for 
discharges occurring during the [*H10322] fiscal year, determined using the survey of 
the 1988 wages and wage-related costs of hospitals in the United States conducted under 
such section; and 
 



(B) for portions of cost reporting periods beginning on or after July 1, 1992, and on or 
before June 30, 1992, a combined area wage index consisting of -- 
 
(i) 33 percent of the area wage index applicable under section 1861(v)(1)(L)(iii) of such 
Act to such home health agency, determined using the survey of the 1982 wages and 
wage-related costs of hospitals in the United States conducted under such section, and 
 
(ii) 67 percent of the area wage index applicable under section 1886(d)(3)(E) of such Act 
to hospitals located in the geographic area in which the home health agency is located for 
discharges occurring during the fiscal year, determined using the survey of the 1988 
wages and wage-related costs of hospitals in the United States conducted under such 
section. 
 
(3) Effective date. -- The amendment made by paragraph (1) shall apply with respect to 
home health agency cost reporting periods beginning on or after July 1, 1991. 
 
(f) Clarification of Definitions and Reporting Requirements Relating to Physician 
Ownership and Referral. -- 
 
(1) Clarifying definitions. -- Section 1877(h) of the Social Security Act (42 U.S.C. 
1395nn(h)) is amended -- 
 
(A) in paragraph (6)(B), by striking "in the case of another clinical laboratory service,", 
and 
 
(B) by redesignating paragraph (6) as paragraph (7) and by inserging after paragraph (5) 
the following new paragraph: 
 
"(6) Investor. -- The term 'investor' means, with respect to an entity, a person with a 
financial relationship specified in subsection (a)(2) with the entity.". 
 
(2) Exemption for financial relationships with hospital unrelated to the provision of 
clinical laboratory services. -- Section 1877(b) of such Act is amended by redesignating 
paragraph (4) as paragraph (5) and by inserting after paragraph (3) the following new 
paragraph: 
 
"(4) Hospital financial relationship unrelated to the provision of clinical laboratory 
services. – In the case of a financial relationship with a hospital if the financial 
relationship does not relate to the provision of clinical laboratory services.". 
 
(3) Exclusion of certain entities from reporting requirements. -- Section 1877(f) of such 
Act is amended by adding at the end the following new sentence: "The requirement of 
this subsection shall not apply to covered items and services provided outside the United 
States or to entities which the Secretary determines provides services for which payment 
may be made under this title very infrequently. The Secretary may waive the 
requirements of this subsection with respect to reporting by entities in a State so long as 



such reporting occurs in at least 10 States, and the Secretary may waive such 
requirements with respect to the providers in a State required to report so long as such 
requirements are not waived with respect to parenteral and enteral suppliers, end stage 
renal disease facilities, ambulance services, hospitals, entities providing physical therapy 
services, and entities providing diagnostic imaging services of any type.". 
 
(4) Effective date. -- The amendments made by this subsection shall be effective as if 
included in the enactment of section 6204 of the Omnibus Budget Reconciliation Act of 
1989. 
 
(g) Date of Issuance of Regulations Relating to Physician Ownership of Clinical 
Laboratories. -- 
 
(1) In general. -- 
 
(A) Section 1877(f) of such Act is further amended by striking "1 year after the date of 
the enactment of this section" and inserting "October 1, 1990". 
 
(B) Section 6204(d) of the Omnibus Budget Reconciliation Act of 1989 is amended by 
striking "October 1, 1990" and inserting "October 1, 1991". 
 
(2) Effective date. -- The amendments made by this subsection shall be effective as if 
included in the enactment of section 6204 of the Omnibus Budget Reconciliation Act of 
1989. 
 
(h) Clarification of Payment to Hospital-Based Nursing Schools. -- 
 
(1) In general. -- Section 6205(a)(1)(A) of the Omnibus Budget Reconciliation Act of 
1989 is amended by striking "if," and all that follows and inserting the following: "if -- 
 
"(i) before June 15, 1989, and thereafter, the hospital demonstrates that for each year -- 
 
"(I) it incurs at least 50 percent of the costs of training nursing students at such school, 
 
"(II) the nursing school and the hospital share some common board members, and 
 
"(III) all instruction is provided at the hospital (or, if in another building, a building on 
the immediate grounds of the hospital); or 
 
"(ii) the hospital is described in section 8411(b) of the Technical and Miscellaneous 
Revenue Act of 1988.". 
 
(2) Period of applicability. -- Section 6205(a)(2) of such Act is amended by striking 
"periods" and all that follows and inserting the following: "periods -- 
 



"(i) in the case of a hospital described in clause (i) of subparagraph (A), beginning on or 
after the date of the enactment of this Act and on or before the date on which the 
Secretary issues regulations pursuant to subsection (b)(2)(A); or 
 
"(ii) in the case of a hospital described in subparagraph (A)(ii), beginning on or after 
October 1, 1985, and on or before the date on which the Secretary issues regulations 
pursuant to subsection (b)(2)(A).". 
 
(3) Effective date. -- The amendments made by paragraphs (1) and (2) shall take effect as 
if included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
 
(i) Case Management Demonstration Project. -- 
 
(1) In General. -- Notwithstanding any other provision of law, the Secretary of Health and 
Human Services (in this section referred to as the "Secretary") shall resume the 3 case 
management demonstration projects described in paragraph (2) and approved under 
section 425 of the Medicare Catastrophic Coverage Act of 1988 (in this subsection 
referred to as "MCCA"). 
 
(2) Project descriptions. -- The demonstration projects referred to in paragraph (1) are -- 
 
(A) the project proposed to be conducted by Providence Hospital for case management of 
the elderly at risk for acute hospitalization as described in Project No. 18-P-99379/5-01; 
 
(B) the project proposed to be conducted by the Iowa Foundation for Medical Care to 
study patients with chronic congestive conditions to reduce repeated hospitalizations of 
such patients as described in Project No. P-99399/4-01; and 
 
(C) the project proposed to be conducted by Key Care Health Resources, Inc., to examine 
the effects of case management on 2,500 high cost medicare beneficiaries as described in 
Project No. 18-P-99396/5. 
 
(3) TERMS AND CONDITIONS. -- Except as provided in paragraph (4), the 
demonstration projects resumed purusant to paragraph (1) shall be subject to the same 
terms and conditions established under section 425 of MCCA. In determining the 2-year 
duration period of a project resumed pursuant to paragraph (1), the Secretary may not 
take into account any period of time for which the project was in effect under section 425 
of MCCA. 
 
(4) Authorization of appropriations. -- Notwithstanding section 425(g) of MCCA, there 
are authorized to be appropriated for administrative costs in carrying out the 
demonstration projects resumed pursuant to paragraph (1) $2,000,000 in each of fiscal 
years 1991 and 1992. 
 



(j) Prohibition of User Fees for Survey and Certification. -- Section 1864 of the Social 
Security Act (42 U.S.C. 1395aa) is amended by adding at the end the following new 
subsection: 
 
"(e) Notwithstanding any other provision of law, the Secretary may not impose, or 
require a State to impose, any fee on any facility or entity subject to a determination 
under subsection (a), or any renal dialysis facility subject to the requirements of section 
1881(b)(1), for any such determination or any survey relating to determining the 
compliance of such facility or entity with any requirement of this title.". 
 
(k) Anti-Fraud and Abuse Amendments. – 
 
(1) Inducement to beneficiaries. -- Section 1128A(a)(1) of such Act (42 U.S.C. 1320a-
7(a)(1)) is amended by striking "or" at the end of paragraph (2), by adding "or" at the end 
of paragraph (3), and by inserting after paragraph (3) the following new paragraph: 
 
"(4) transfers anything for less than fair market value to (or for the benefit of) a 
beneficiary in order to influence the individual to receive from a particular provider, 
practitioner, or supplier a covered item or service for which payment may be made under 
title XVIII or XIX;". 
 
(2) Inducement to employees. -- Section 1128A(a)(1) of such Act (42 U.S.C. 1320a-
7(a)(1)), as amended by paragraph (1), is amended by striking "or" at the end of 
paragraph (3), by adding "or" at the end of pargraph (4), and by inserting after paragraph 
(4) the following new paragraph: 
 
"(5) pays a bonus, reward or other incentive to an employee to induce the employee to 
encourage individuals to seek or obtain covered items or services for which payment may 
be made under title XVIII or XIX where the amount of the incentive is in proportion to 
the activities of the employee in encouraging individuals to seek or obtain covered items 
or services;". 
 
(3) Delegation of authority to inspector general. -- Section 1128A(j) of such Act (42 
U.S.C. 1320a-7a(j)) is amended -- 
 
(A) by striking "(j)" and inserting "(j)(l)"; and 
 
(B) by adding at the end the following new paragraph: 
 
"(2) The Secretary may delegate authority granted under this section and under section 
1128 to the Inspector General of the Department of Health and Human Services.". 
 
(l) Provisions Relating to Peer Review Organizations. -- 
 
(1) Use of corrective action plans. -- 
 



(A) In general. -- Section 1156(b)(1) of the Social Security Act (42 U.S.C. 1320c-5(b)(1)) 
is amended -- 
 
(i) by inserting after the first sentence the following: "Before making such a 
determination, the organization may provide the practitioner or person with the 
opportunity to enter into and complete a correction action plan (which may include 
remedial education) and may consider in making such recommendations the completion 
or failure to complete such a plan."; and 
 
[*H10323] (ii) in the current second sentence, by inserting "taking into account the 
practitioner's or person's willingness to enter into a correction action plan and completion 
(or failure to complete) such a plan" after "such obligations,". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall apply to initial 
determinations made by organizations on or after the date of the enactment of this Act. 
 
(2) Treatment of optometrists and podiatrists. 
 
(A) In general. -- Section 1154 of such Act (42 U.S.C. 1320c-3) is amended -- 
 
(i) in subsection (a)(7)(A)(i), by inserting ", optometry, or podiatry" after "dentistry", and 
 
(ii) in subsection (c), by striking "or dentistry" each place it appears and inserting 
"dentistry, optometry, or podiatry". 
 
(B) Effective date. -- The amendments made by subparagraph (A) shall apply to contracts 
entered into or renewed on or after the date of the enactment of this Act. 
 
(3) Study of coordination of PROs and carriers. -- 
 
(A) Study. -- The Secretary of Health and Human Services shall conduct a study to 
develop a plan to improve the coordination of physician review activities of peer review 
activities and carriers. Such study shall consider -- 
 
(i) the development of common utilization and claim review criteria; 
 
(ii) targeting of reviews by peer review organizations and carriers; and 
 
(iii) enhanced information exchange between peer review organizations and carriers. 
 
(B) Report. -- Not later than January 1, 1992, the Secretary shall submit to Congress a 
report on the study conducted under subparagraph (A) and shall include in the report such 
recommendations for changes in legislation as may be appropriate. 
 
(4) Exchange of information with state licensing boards. -- Section 1160 of such Act (42 
U.S.C. 1320c-9) is amended -- 



 
(A) in subsection (A)(3), by inserting "or (f)" after "(b)", and 
 
(B) by adding at the end the following new subsection: 
 
"(f)(1) Within 1 year after the date of the enactment of this subsection, the Secretary shall 
provide for the exchange of information between organizations with contracts under this 
part and State board or boards responsible for the licensing or disciplining of a provider 
or practitioner. 
 
"(2) In providing for such exchange, the Secretary shall consider -- 
 
"(A) confidentiality, including appropriate restrictions on redisclosure and liability 
protections; 
 
"(B) appropriate times in the process under this part in which disclosure is appropriate; 
 
"(C) the specific information to be disclosed; and 
 
"(D) information produced by such licensing or disciplining boards that could enhance 
activities under this part. 
 
"(3) In providing for such exchange, the Secretary shall consult with organization 
representing State medical boards, peer review organizations, and such other 
organizations as the Secretary deems appropriate.". 
 
(m) Miscellaneous Technical Corrections. -- 
 
(1) The third sentence of subsections (a) and (b)(1) of section 1882 of the Social Security 
Act (42 U.S.C. 1395ss), as amended by section 203(a)(1)(A) of the Medicare 
Catastrophic Coverage Repeal Act, is amended by striking "(k)(4),". 
 
(2) Section 1877(g)(5) of the Social Security Act, as added by section 6204(a) of OBRA-
1989, is amended by adding at the end the following new sentence: "The provisions of 
section 1128A (other than the first sentence of subsection (a) and other than subsection 
(b)) shall apply to a civil money penalty under the previous sentence in the same manner 
as such provisions apply to a penalty or proceeding under section 1128A(a).". 
 
(3) Subsection (i) or section 1867 of the Social Security Act, as added by section 6211(f) 
of the Omnibus Budget Reconciliation Act of 1989, is amended to read as follows: 
 
"(i) Whistleblower Protections. -- A participating hospital may not penalize or take 
adverse action against a physician or qualified medical person described in subsection 
(c)(1)(A)(iii) because the physician or person refuses to authorize the transfer of an 
individual with an emergency medical condition that has not been stabilized or against 



any hospital employee because the employee reports a violation of a requirement of this 
section.". 
 
(4) Section 6213(d) of the Omnibus Budget Reconciliation Act of 1989 is amended by 
striking "take effect" and inserting "apply to services furnished on or after". 
 
(5) Section 6217(a) of the Omnibus Budget Reconciliation Act of 1989 is amended in the 
matter preceding paragraph (1) by inserting after "payments" the following: "out of the 
Federal Hospital Insurance Trust Fund and the Federal Supplementary Medical Insurance 
Trust Fund (in such proportions as the Secretary determines to be appropriate in a year)". 
 
(6) Section 1139 of the Social Security Act, as amended by section 6221 of Omnibus 
Budget Reconciliation Act of 1989, is amended by striking "interim report" and all that 
follows through "setting forth" and inserting the following: "interim report no later than 
March 31, 1990, and a final report no later than March 31, 1991, setting forth". 
 
PART 2 -- MEDICARE INITIATIVES 
 
SEC. 12911. PPS-EXEMPT HOSPITAL ADJUSTMENT. 
 
(a) In General. -- Section 1886(b)(1)(B) of the Social Security Act (42 U.S.C. 
1395ww(b)(1)(B)) is amended by striking "(ii) in the case of" and all that follows through 
the semicolon and inserting the following: "(ii) in the case of cost reporting periods 
beginning on or after October 1, 1991, 50 percent of the amount by which the amount of 
the operating costs exceeds the target amount (except that the amount determined under 
this clause may not exceed 20 percent of the target amount);". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to discharges 
or admissions (as the case may be) occurring on or after October 1, 1991. 
 
SEC. 12912. HOSPITAL PHYSICIAN EDUCATION RECOUPMENT. 
 
(a) In General. -- The Secretary of Health and Human Services may not, before October 
1, 1991, recoup payments from (or otherwise reduce or adjust payments under title XVIII 
of the Social Security Act to) a hospital because of alleged overpayments to such hospital 
under such title due to a determination that costs which were reported by the hospital on 
its medicare cost reports relating to physician education programs were allowable costs 
and are included in the definition of "operating costs of inpatient hospital services" 
pursuant to section 1886(a)(4) of such Act, so that no pass-through of such costs was 
permitted under such section. 
 
(b) Cap on Annual Amount of Recoupment. -- With respect to overpayments to a hospital 
described in subsection (a), the Secretary may not recoup more than 25 percent of the 
amount of such overpayments from the hospital during a fiscal year. 
 
(c) Effective Date. -- Subsections (a) and (b) shall take effect October 1, 1990. 



 
SEC. 12913. UNIVERSITY-AFFILIATED NURSING EDUCATION PROGRAMS. 
 
(a) In General. -- The reasonable costs incurred by a hospital (or by an educational 
institution related to the hospital by common ownership or control) during a cost 
reporting period for approved nursing and allied health education programs that are not 
operated by the hospital shall be allowable as reasonable costs under title XVIII of the 
Social Security Act and reimbursed under such title on a pass-through basis. 
 
(b) Conditions for Reimbursement. -- The reasonable costs incurred by a hospital for an 
approved nursing and allied health education program during a cost reporting period shall 
be reimbursable pursuant to subsection (a) only if -- 
 
(1) the proportion of the costs of the program incurred by the hospital during the cost 
reporting period does not exceed the proportion of such costs incurred by the hospital 
during the cost reporting period beginning on or after October 1, 1989; 
 
(2) the hospital receives a benefit for the support it furnishes to such program through the 
provision of clinical services by nursing or allied health students participating in such 
program; and 
 
(3) the costs incurred by the hospital for such program do not exceed the costs that would 
be incurred by the hospital if it operated the program itself. 
 
(c) Prohibition Against Recoupment of Costs by Secretary. -- 
 
(1) In general. -- The Secretary of Health and Human Services may not recoup payments 
from (or otherwise reduce or adjust payments under title XVIII of the Social Security Act 
to) a hospital because of alleged overpayments to such hospital under such title due to a 
determination that costs which were reported by the hospital on its medicare cost reports 
for cost reporting periods beginning on or after October 1, 1983, and before October 1, 
1990, relating to approved nursing and allied health education programs were allowable 
costs and are included in the definition of "operating costs of inpatient hospital services" 
pursuant to section 1886(a)(4) of such Act, so that no pass-through of such costs was 
permitted under such section. 
 
(2) Refund of amounts recouped. -- If, prior to the date of the enactment of this Act, the 
Secretary has recouped payments from (or otherwise reduced or adjusted payments under 
title XVIII of the Social Security Act to) a hospital because of overpayments described in 
paragraph 
 
(1), the Secretary shall refund the amount recouped from the hospital. 
 
(d) Special Audit to Determine Costs. -- In determining the amount of costs incurred by a 
hospital for purposes of this section, the Secretary shall conduct a special audit to ensure 
the accuracy of such costs. 



 
(e) Effective Date. -- The provisions of this section shall take effect October 1, 1990. 
 
SEC. 12914. COMMUNITY HEALTH CENTERS AND RURAL HEALTH CLINICS. 
 
(a) Community Health Centers. -- 
 
(1) Coverage. -- Section 1861(s)(2)(E) of the Social Security Act (42 U.S.C. 
1395x(s)(2)(E)) is amended by inserting "and Federally qualified health center services" 
after "rural health clinic services". 
 
(2) Services defined. -- Section 1861(aa) of such Act is amended -- 
 
[*H10324] (A) in the heading, by adding at the end the following: "and Federally 
Qualified Health Center Services", 
 
(B) in paragraph (3), by striking "paragraphs (1) and (2)" and inserting "the previous 
provisions of this subsection" and by redesignating such paragraph and paragraph (4) as 
paragraph (5) and 
 
(6), respectively, and 
 
(C) by inserting after paragraph (2) the following new paragraphs: 
 
"(3) The term 'Federally qualified health center services' means -- 
 
"(A) services of the type described in subparagraphs (A) through (C) of paragraph (1), 
and 
 
"(B) preventive primary health services that a center is required to provide under sections 
329, 330, and 340 of the Public Health Service Act. 
 
when furnished to an individual as an outpatient of a Federally qualified health center 
and, for this purpose, any reference to a rural health clinic or a physician described in 
paragraph (2)(B) is deemed a reference to a Federally qualified health center or a 
physician at the center, respectively. 
 
"(4) The term 'Federally qualified health center' means an entity which -- 
 
"(A)(i) is receiving a grant under section 329, 330, or 340 of the Public Health Service 
Act, or 
 
"(ii)(I) is receiving funding from such a grant under a contract with the recipient of such a 
grant, and (II) meets the requirements to receive a grant under section 329, 330, or 340 of 
such Act; 



"(B) based on the recommendation of the Health Resources and Services Administration 
within the Public Health Service, is determined by the Secretary to meet the requirements 
for receiving such a grant; or 
 
"(C) was treated by the Secretary, for purposes of part B, as a comprehensive Federally 
funded health center as of January 1, 1990.". 
 
(3) Payments. -- 
 
(A) In general. -- Section 1832(a)(2)(D) of such Act (42 U.S.C. 1395k(a)(2)(D)) is 
amended by inserting "(i)" after "(D)" and by inserting "and (ii) Federally qualified health 
center services" after "rural health clinic services". 
 
(B) Deductible does not apply. -- The first sentence of section 1833(b) of such Act (42 
U.S.C. 13951(b)) is amended -- 
 
(i) by striking "and" before "(4)", 
 
(ii) by inserting before the period at the end the following: ", and (5) such deductible shall 
not apply to Federally qualified health center services". 
 
(C) Exclusion from payment removed. -- Section 1862(a) of such Act (42 U.S.C. 
1395y(a)) is amended -- 
 
(i) in paragraph (2), by inserting ", except in the case of Federally qualified health center 
services" before the semicolon at the end, and 
 
(ii) in paragraph (3), by inserting ", in the case of Federally qualified health center 
services, as defined in section 1861(aa)(3)," after "1861(aa)(1),", and 
 
(iii) by adding at the end the following new sentence: "Paragraph (7) shall not apply to 
Federally qualified health center services described in section 1861(aa)(3)(B).". 
 
(4) Waiver of anti-kickback requirement. -- Section 1128B(b)(3) of such Act (42 U.S.C. 
1320a- 7b(b)(3)) is amended -- 
 
(A) by striking "and" at the end of subparagraph (C), 
 
(B) by redesignating subparagraph (D) as subparagraph (E), and 
 
(C) by inserting after subparagraph (C) the following new subparagraph: 
 
"(D) a waiver of any coinsurance under part B of title XVIII by a Federally qualified 
health care center with respect to an individual who qualifies for subsidized services 
under a provision of the Public Health Service Act; and". 
 



(5) Conforming amendments. -- Section 1861 of such Act (42 U.S.C. 1395x) is further 
amended – 
 
(A) in subsections (s)(2)(H)(i) and (s)(2)(K), by striking "subsection (aa)(3)" and 
"subsection (aa)(4)" each place either appears inserting "subsection (aa)(5)" and 
subsection (aa)(6)", respectively, and 
 
(B) in subsection (aa)(1)(B), by striking "paragraph (3)" and inserting "paragraph (5)". 
 
(6) PRRB review of cost reports for federally qualified health centers. -- Section 1878 of 
the Social Security Act (42 U.S.C. 1395oo) is amended by adding at the end the 
following new subsection: 
 
"(j) In this section, the term 'provider of services' includes a Federally qualified health 
center.". 
 
(7) GAO study of hospital staff privileges for physicians practicing in community health 
centers. – 
 
(A) Study. -- The Comptroller General shall conduct a study of whether physicians 
practicing in community and migrant health centers are able to obtain admitting 
privileges at local hospitals. The study shall review -- 
 
(i) how many physicians practicing in such centers are without hospital admitting 
privileges or have been denied admitting privileges at a local hospital, and 
 
(i)(I) the criteria hospitals use in deciding whether to grant admitting privileges and (II) 
whether such criteria act as significant barriers to health center physicians obtaining 
hospital privileges. 
 
(B) Report. -- By not later than 18 months after the date of the enactment of this Act, the 
Comptroller General shall submit a report on the study under subparagraph (A) to the 
Committees on Ways and Means and Energy and Commerce of the House of 
Representatives and shall include in such report such recommendations as the 
Comptroller General deems appropriate. 
 
(8) Effective date. -- (A) Subject to subparagraphs (B) and (C), the amendments made by 
this section shall apply to services furnished on or after October 1, 1991. 
 
(B) In the case of a Federally qualified health care center that has elected, as of January 1, 
1990, under part B of title XVIII of the Social Security Act, to have the amount of 
payments for services under such part determined on a reasonable-charge basis, the 
amendment made by paragraph (3)(A) shall only apply on and after such date (not earlier 
than October 1, 1991) as the center may elect. 
 



(C) The amendment made by paragraph (6) shall apply to cost reports for periods 
beginning on or after October 1, 1991. 
 
(b) Rural Health Clinic Services. -- 
 
(1) Expedited certification. -- Section 1861(aa)(2) of the Social Security Act (42 U.S.C. 
1395x(aa)(2)) is amended by adding at the end the following "If a State agency has 
determined under section 1864(a) that a facility is a rural health clinic and the facility has 
applied to the Secretary for certification as such a clinic, the Secretary shall notify the 
facility of the Secretary's approval or disapproval of the certification not later than 60 
days after the date of the State agency determination or the application (whichever is 
later).". 
 
(2) Temporary waiver of staffing requirements. -- Section 1861(aa) of such Act, as 
amended by subsection (a), is further amended by adding at the end the following new 
paragraph: 
 
"(7)(A) The Secretary shall waive for a 1-year period the requirements of paragraph (2) 
that a rural health clinic employ a physician assistant, nurse practitioner or certified nurse 
midwife or that such clinic require such providers to furnish services at least 50 percent 
of the time that the clinic operates for any facility that requests such waiver if the facility 
demonstrates that the facility has been unable, despite reasonable efforts, to hire a 
physician assistant, nurse practitioner, or certified nurse-midwife in the previous 90-day 
period. 
 
"(B) The Secretary may not grant such a waiver under subparagraph (A) to a facility if 
the request for the waiver is made less than 6 months after the date of the expiration of 
any previous such waiver for the facility. 
 
"(C) A waiver which is requested under this paragraph shall be deemed granted unless 
such request is denied by the Secretary within 60 days after the date such request is 
received.". 
 
(3) Productivity screens. -- In employing any screening guideline in determining the 
productivity of physicians, physician assistants, nurse practitioners, and certified nurse-
midwives in a rural health clinic, the Secretary of Health and Human Services shall 
provide that the guideline shall take into account the combined services of such staff (and 
not merely the service within each class of practitioner). 
 
(4) PRRB review of cost reports for rural health centers. -- Section 1878(j) of the Social 
Security Act (42 U.S.C. 1395oo(j)), as added by subsection (a)(6), is amended by 
inserting "a rural health clinic and" after "includes". 
 
(5) Effective date. -- This subsection shall take effect on October 1, 1991, except that the 
amendment made by paragraph (4) shall apply to cost reports for periods beginning on or 
after October 1, 1991. 



 
SEC. 12915 PAYMENTS FOR CRNAS. 
 
(a) In General. -- Section 1833(1)(1) of the Social Security Act (42 U.S.C. 1395m(1)(1)) 
is amended -- 
 
(1) by inserting "(A)" after "(1)(1)", and 
 
(2) by adding at the end the following new subparagraphs: 
 
"(B)(i) Subject to subparagraph (C), for such services furnished on or after January 1, 
1992, the fee schedule shall provide for a national average conversion factor equal to the 
national average conversion factor established for the locality under section 1848 
(without regard to paragraph 
 
(2) of section 1848(a)) for physicians' services that are anesthesia services. 
 
"(ii) The conversion factor established for certified registered nurse anesthetists who are 
medically directed shall be 70 percent of the conversion factor established for such 
anethetists who are not medically directed. 
 
"(C)(i) In no case shall the conversion factor established under this paragraph in a locality 
for nonmedically directed services exceed the conversion factor in the locality for 
physician anesthesia services. 
 
"(ii) The provisions of this subsection shall not apply to certain services furnished in 
certain hospitals in rural areas under the provisions of section 9320(k) of the Omnibus 
Budget Reconciliation Act of 1986.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to services 
furnished on or after January 1, 1992. 
 
(c) Budget Neutral Implementation. -- The Secretary of Health and Human Services shall 
reduce the conversion factor established under section 1848(d) for 1992 by such an 
amount as will result in a reduction in the payments under part B of title XVIII of the 
Social Security Act in 1992 equivalent to the increase in payments in 1992 under 
[*H10325] such part resulting from the amendments made by subsection (a). 
 
SEC. 12916. PARTIAL HOSPITALIZATION IN COMMUNITY MENTAL HEALTH 
CENTERS. 
 
(a) In General. -- Section 1861(ff)(3) of the Social Security Act (42 U.S.C. 1395x(ff)(3)) 
is amended -- 
 
(1) by striking "(3)" and inserting "(3)(A)"; 



(2) by striking "outpatients" and inserting "outpatients or by a community mental health 
center (as defined in subparagraph (B)),"; and 
 
(3) by adding at the end the following new subparagraph: 
 
"(B) For purposes of subparagraph (A), the term 'community mental health center' means 
an entity -- 
 
"(i) providing the services described in section 1916(c)(4) of the Public Health Service 
Act; and 
 
"(ii) meeting applicable licensing or certification requirements for community mental 
health centers in the State in which it is located.". 
 
(b) Conforming amendments. -- (1) Section 1832 (a)(2) of such Act (42 U.S.C. 
1395k(a)(2)) is amended – 
 
(A) by striking "and" at the end of subparagraph (H); 
 
(B) by striking the period at the end of subparagraph (I) and inserting "; and"; and 
 
(C) by adding at the end the following new subparagraph: 
 
"(J) partial hospitalization services provided by a community mental health center (as 
described in section 1861(ff)(2)(B))". 
 
(2) Section 1866(e) of such Act (42 U.S.C. 1395cc(e))) is amended by striking "include a 
clinic" and all that follows through the period and inserting the following: "include -- 
 
"(1) a clinic, rehabilitation agency, or public health agency if, in the case of a clinic 
orrehabilitation agency, such clinic or agency meets the requirements of section 
1861(p)(4)(A) (or meets the requirements of such section through the operation of section 
1861(g)), or if, in the case of a public health agency, such agency meets the requirements 
of section 1861(p)(4)(B) (or meets the requirements of such section through the operation 
of section 1861(g)), but only with respect to the furnishing of outpatient physical therapy 
services (as therein defined) or (through the operation of section 1861(g)) with respect to 
the furnishing of outpatient occupational therapy services; and 
 
"(2) a community mental health center (as defined in section 1861(ff)(3)(B)), but only 
with respect to the furnishing of partial hospitalization services (as described in section 
1861(ff)(1)).". 
 
(c) Effective Date. -- The amendments made by subsections (a) and (b) shall apply with 
respect to partial hospitalization services provided on or after October 1, 1991. 
 
SEC. 12917. RURAL BLOOD LABORATORIES. 



 
(a) In General. -- Section 1833(h)(3) of the Social Security Act (42 U.S.C. 13951(h)(3)) 
is amended -- 
 
(1) in the second sentence -- 
 
(A) by striking "during the period" and all that follows through "(ii)" and inserting "by a 
laboratory that establishes to the satisfaction of the Secretary that", and 
 
(B) by striking "facility, and (iii)" and inserting "facility."; and 
 
(2) by inserting after the first sentence the following new sentence: "The previous 
sentence shall permit the payment of a fee to a laboratory described in the next sentence 
for a second trip on a day with respect to a location if that trip is required to collect a 
sample for a test which the individual's physician has ordered and for which the results 
are required on an as-soon-aspossible basis.". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply with respect to 
clinical diagnostic laboratory tests furnished on or after October 1, 1991. 
SEC. 12918. PSYCHOLOGY SERVICES FOR INPATIENTS. 
 
(a) In General. -- 
 
(1) Services not to be included in inpatient hospital services. -- Section 1861(b) of the 
Social Security Act (42 U.S.C. 1395x(b)) is amended -- 
 
(A) in paragraph (3), by striking "(including clinical psychologist (as defined by the 
Secretary)"; and 
 
(B) in paragraph (4) -- 
 
(i) by striking "intern and" and inserting "intern,", and 
 
(ii) by striking "anesthetist;" and inserting "anesthetist, and qualified psychologist 
services (as defined in subsection (ii));". 
 
(2) Services not to be billed through providers of services. -- Section 1832(a)(2)(B)(iii) of 
such Act (42 U.S.C. 1395k(a)(2)(B)(iii)) is amended by striking "anesthetist;" and 
inserting "anesthetist or qualified psychologist services;". 
 
(3) Conforming amendments. -- (A) Section 1862(a)(14) of such Act (42 U.S.C. 
1395y(a)(14)) is amended by striking "unless the services" and inserting "unless the 
services are qualified psychologist services,". 
 



(B) Section 1866(a)(1)(H) of such Act (42 U.S.C. 1395cc(a)(1)(H)) is amended in the 
matter preceding clause (i) by striking "anesthetist)" and inserting "anesthetist or 
qualified psychologist services)". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 12919. END STAGE RENAL DISEASE RATES. 
 
Section 9335(a)(1) of the Omnibus Budget Reconciliation Act of 1986, as amended by 
section 12201(a)(2) of the Omnibus Budget Reconciliation Act of 1990, is amended by 
inserting after the first sentence the following: "With respect to services furnished on or 
after January 1, 1992, such base rate shall be equal to the respective rate in effect as of 
December 31, 1991, increased by $5.00.". 
 
SEC. 12920. SELF-ADMINISTRATION OF ERYTHROPOIETIN (EPO). 
 
(a) In General. -- Section 1861(s)(2) of the Social Security Act (42 U.S.C. 1395x(s)(2)) is 
amended -- 
 
(1) by striking "and" at the end of subparagraph (M); 
 
(2) by adding "and" at the end of subparagraph (N); and 
 
(3) by adding at the end of the following new subparagraph: 
 
"(O) erythropoietin for home dialysis patients competent to use such drug without 
medical or other supervision with respect to the administration of such drug, subject to 
methods and standards established by the Secretary by regulation for the safe and 
effective use of such drug, and items related to the administration of such drug;". 
 
(b) Effective Date. -- The amendments made by subsection (a) shall apply to 
erythropoietin furnished on or after October 1, 1991. 
 
SEC. 12921. PART A PREMIUM. 
 
(a) In General. -- Subsection (d) of section 1818 of the Social Security Act (42 U.S.C. 
1395i-2) is amended to read as follows: 
 
"(d)(1) The monthly premium under this part for months in 1992 shall be $165, in 1993 
shall be $150, in 1994 shall be $135, in 1995 shall be $121. 
 
"(2) The monthly premiums under this part for months in a year after 1995 shall be the 
monthly premium for months in the previous year changed by the same percentage as the 
percentage change in the inpatient hospital deductible under section 1813(b) effected in 
the year involved. Any amount determined under the preceding sentence which is not a 



multiple of $1 shall be rounded to the nearest multiple of $1 (or, if it is a multiple of 50 
cents but not a multiple of $1, to the next higher multiple of $1).". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to premiums for 
months beginning with January 1992. 
 
SEC. 12922. RADIOLOGY SERVICES. 
 
(a) Exemption From Reduction in Conversion Factor for Portable Radiology Services. – 
Section 1834(B)(4)(D) of the Social Security Act, as added by section 12102(a)(1), is 
amended in the matter preceding clause (i) by striking "services" and inserting "services 
(other than portable Xray services)". 
 
(b) Continuation of Special Rule for Nuclear Medicine Physicians. -- Section 6105(b) of 
the Omnibus Budget Reconciliation Act of 1989 is amended by striking all that follows 
"Social Security Act" the second place it appears and inserting the following: "beginning 
April 1, 1990, and ending December 31, 1991, there shall be substituted for the fee 
schedule otherwise applicable a fee schedule based 1/3 on the fee schedule computed 
under such section (without regard to this subsection) and 2/3 on 101 percent of the 1988 
prevailing charge for such services.". 
 
(c) Extension of Split Billing Rule for Interventional Radiologists. -- Section 6105(c) of 
the Omnibus Budget Reconciliation Act of 1989 is amended by inserting "or 1991" after 
"1990" each place it appears. 
 
(d) Effective Dates. -- The amendments made by this section shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 12923. EXPANSION OF HOSPICE BENEFIT. 
 
(a) In General. -- Section 1812 of the Social Security Act (42 U.S.C. 1395d) is amended – 
 
(1) in subsection (a)(4), by striking "90 days each" and all that follows through "with 
respect to" and inserting the following: "90 days each, a subsequent period of 30 days, 
and a subsequent extension period with respect to"; and 
 
(2) in subsection (d) -- 
 
(A) in paragraph (1), by striking "90 days each" and all that follows through "lifetime" 
and inserting the following: "90 days each, a subsequent period of 30 days, and a 
subsequent extension period during the individual's lifetime", and 
 
(B) in paragraph (2)(B), by striking "a 90- or 30-day period," and inserting "a 90- or 30-
day period or a subsequent extension period,". 
 



(b) Conforming Amendment. -- Section 1814(a)(7)(A) of such Act (42 U.S.C. 
1395f(a)(7)(A)) is amended -- 
 
(1) in clause (i), by striking "and" at the end; 
 
(2) in clause (ii), by striking the semicolon at the end and inserting ", and"; and 
 
(3) by adding at the end the following new clause: 
 
"(iii) in a subsequent extension period, the medical director or physician described in 
clause 
 
(i)(II) recertifies at the beginning of the period that the individual is terminally ill;". 
 
(c) Effective Date. -- The amendments made by this section shall apply with respect to 
care and services furnished on or after October 1, 1991. 
 
[*H10326] SEC. 12924. COVERAGE OF SCREENING MAMMOGRAPHY. 
 
(a) In General. -- Section 1861 of the Social Security Act (42 U.S.C. 1395x) is amended – 
 
(1) in subsection (s) -- 
 
(A) in paragraph (11), by striking all that follows "(bb))" and inserting a semicolon, 
 
(B) in paragraph (12)(C), by striking all that follows "area)" and inserting "; and", and 
 
(C) by inserting after paragraph (12) the following new paragraph: 
 
"(13) screening mammography (as defined in subsection (jj));"; and 
 
(2) by inserting after subsection (ii) the following new subsection: 
 
"SCREENING MAMMOGRAPHY 
 
"(jj) The term 'screening mammography' means a radiologic procedure provided to a 
woman for the purpose of early detection of breast cancer and includes a physican's 
interpretation of the results of the procedure.". 
 
(b) Payment and Coverage. -- Section 1834 of such Act 942 U.S.C. 1395m) is amended -- 
 
(1) in subsection (b)(1)(B), by inserting "and subject to subsection (c)(1)(A)" after 
"conversion factors", and 
 
(2) by inserting after subsection (b) the following new subsection: 
 



"(c) Payments and Standards for Screening Mammography. -- 
 
"(1) In general. -- Notwithstanding any other provision of this part, with respect to 
expenses incurredfor screening mammography (as defined in section 1861(jj)) -- 
 
"(A) payment may be made only for screening mammography conducted consistent with 
the frequency permitted under paragraph (2); 
 
"(B) payment may be made only if the screening mammography meets the quality 
standards established under paragraph (3); and 
 
"(C) the amount of the payment under this part shall, subject to the deductible established 
under section 1833(b), be equal to 80 percent of the least of -- 
 
"(i) the actual charge for the screening, 
 
"(ii) the fee schedule established under subsection (b) or the fee schedule established 
under section 1848, whichever is applicable, with respect to both the professional and 
technical components of the screening mammography, or 
 
"(iii) the limit established under paragraph (4) for the screening mammography. 
 
"(2) Frequency covered. -- 
 
"(A) In general. -- Subject to revision by the Secretary under subparagraph (B) -- 
 
"(i) No payment may be made under this part for screening mammography performed on 
a woman under 35 years of age. 
 
"(ii) Payment may be made under this part for only 1 screening mammography performed 
on a woman over 34 years of age, but under 40 years of age. 
 
"(iii) In the case of a woman over 39 years of age, but under 50 years of age, who -- 
 
"(I) is at high risk of developing breast cancer (as determined pursuant to factors 
identified by the Secretary), payment may not be made under this part for the 11 months 
of a previous screening mammography, or 
 
"(II) is not at a high risk of developing breast cancer, payment may not be made under 
this part for a screening mammography performed within the 23 months after a previous 
screening mammography. 
 
"(iv) In the case of a woman over 49 years of age, but under 65 years of age, payment 
may not be made under this part for screening mammography performed within 11 
months after a previous screening mammography. 
 



"(v) In the case of a woman over 64 years of age, payment may not be made for screening 
mammography performed within 23 months after a previous screening mammography. 
 
"(B) Revision of frequency. -- 
 
"(i) Review. -- The Secretary, in consultation with the Director of the National Cancer 
Institute, shall review periodically the appropriate frequency for performing screening 
mammography, based on age and such other factors as the Secretary believes to be 
pertinent. 
 
"(ii) Revision of frequency. -- The Secretary, taking into consideration the review made 
under clause (i), may revise from time to time the frequency with which screening 
mammography may be paid for under this subsection, but no such revision shall apply to 
screening mammography performed before January 1, 1992. 
 
"(3) Quality standards. -- The Secretary shall establish standards to assure the safety and 
accuracy of screening mammography performed under this part. Such standards shall 
include the requirements that -- 
 
"(A) the equipment used to perform the mammography must be specifically designed for 
mammography and must meet radiologic standards established by the Secretary for 
mammography; 
 
"(B) the mammography must be performed by an individual who -- 
 
"(i) is licensed by a State to perform radiological procedures, or 
 
"(ii) is certified as qualified to perform radiological procedures by such an appropriate 
organization as the Secretary specifies in regulations; 
 
"(C) the results of the mammography must be interpreted by a physician -- 
 
"(i) who is certified as qualified to interpret radiological procedures by such an 
appropriate board as the Secretary specifies in regulations, or 
 
"(ii) who is certified as qualified to interpret screening mammography procedures by 
such a program as the Secretary recognizes in regulation as assuring the qualifications of 
the individual with respect to such interpretation; and 
 
"(D) with respect to the first screening mammography performed on a woman for which 
payment is made under this part, there are satisfactory assurances that the results of the 
mammography will be placed in permanent medical records maintained with respect to 
the woman. 
 
"(4) Limit. -- 



"(A) $55, indexed. -- Except as provided by the Secretary under subparagraph (B), the 
limit established under this paragraph -- 
 
"(i) for screening mammography performed in 1991, is $55, and 
 
"(ii) for screening mammography performed in a subsequent year is the limit established 
under this paragraph for the preceding year increased by the increase in the conversion 
factor established under section 1848(d) effective for services furnished in that 
subsequent year. 
 
"(B) Reduction of limit. -- The Secretary shall review from time to time the 
appropriateness of the amount of the limit established under this paragraph. The 
Secretary may, with respect to screening mammography performed in a year after 1992, 
reduce the amount of such limit as it applies nationally or in any area to the amount that 
the Secretary estimates is required to assure that screening mammography of an 
appropriate quality is readily and conveniently available during the year. 
 
"(C) Application of limit in hospital outpatient setting. -- The Secretary shall provide for 
an appropriate allocation of the limit established under this paragraph between 
professional and technical components in the case of hospital outpatient screening 
mammography (and comparable situations) where there is a claim for professional 
services separate from the claim for the radiologic procedure. 
 
"(5) Limiting charges of nonparticipating physicians. -- 
 
"(A) In general. -- In the case of mammography screening performed on or after October 
1, 1991, for which payment is made under this subsection, if a nonparticipating physician 
or supplier provides the screening to an individual entitled to benefits under this part, the 
physician or supplier may not charge the individual more than the limiting charge (as 
defined in subparagraph (B), or if less, as defined in subsection (b)(5)(B) or as defined in 
section 1848(g)(2)). 
 
"(B) Limiting charge defined. -- In subparagraph (A), the term 'limiting charge' means, 
with respect to screening mammography performed -- 
 
"(i) in 1991, 125 percent of the limit established under paragraph (4), 
 
"(ii) in 1992, 120 percent of the limit established under paragraph (4), or 
 
"(iii) after 1992, 115 percent of the limit established under paragraph (4). 
 
"(c) Enforcement. -- If a physician or supplier knowing and willfully imposes a charge in 
violation of subparagraph (A), the Secretary may apply sanctions against such physician 
or supplier in accordance with section 1842(j)(2)." 
 
(c) Certification of Screening Mammography Quality Standards. -- 



 
(1) Section 1863 of such Act (42 U.S.C. 1395z) is amended by inserting "or whether 
screening mammography meets the standards established under section 1834(c)(3)," after 
"1832(a)(2)(F)(i),". 
 
(2) The first sentence of section 1864(a) of such Act (42 U.S.C. 1395aa(a)) is amended 
by inserting before the period the following: ", or whether screening mammography 
meets the standards established under section 1834(c)(3)". 
 
(3) Section 1865(a) of such Act (42 U.S.C. 1395bb(a)) is amended by inserting 
"1834(c)(3)," after "1832(a)(2)(F)(i),". 
 
(d) Conforming Amendments. -- 
 
(1) Section 1833(a)(2)(E) of such Act (42 U.S.C. 13951(a)(2)(E)) is amended by 
inserting ", but excluding screening mammography" after "imaging services". 
 
(2) Section 1862(a) of such Act (42 U.S.C. 1395y(a)) is amended -- 
 
(A) in paragraph (1) -- 
 
(i) in subparagraph (A), by striking "subparagraph (B), (C), (D), or (E)" and inserting "a 
succeeding subparagraph", 
 
(ii) in subparagraph (D), by striking "and" at the end, 
 
(iii) in subparagraph (E), by striking the semicolon at the end and inserting ", and", and 
 
(iv) by adding at the end the following new subparagraph: 
 
"(F) in the case of screening mammography, which is performed more frequently that is 
covered under section 1834(c)(2) or which does not meet the standards established under 
section 1834(c)(3), and, in the case of screening pap smear, which is performed more 
frequently than is provided under section 1861(nn);"; and 
 
(B) in paragraph (7), by inserting "or under paragraph (1)(F)" after "(1)(B)". 
 
(e) Effective Date. -- The amendments made by this section shall apply to screening 
mammography performed on or after October 1, 1991. 
 
[*H10327] PART 3 -- MEDICARE PROGRAM COST REDUCTIONS 
 
SEC. 12931. REDUCTION IN PAYMENTS FOR PHYSICIANS' SERVICES. 
 



(a) In General. -- Section 1842(b)(16)(A) of the Social Security Act (42 U.S.C. 
1395u(b)), as added by section 12101(b) of the Omnibus Budget Reconciliation Act of 
1990, is amended by striking "5 percent" and inserting "7.5 percent". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to services 
furnished on or after January 1, 1991. 
 
SEC. 12932. INTERPRETATION OF EKGS. 
 
Section 12108(b) of the Omnibus Budget Reconciliation Act of 1990 is amended by 
striking "January 1, 1992" and inserting "January 1, 1991". 
 
SEC. 12933. COVERAGE FOR SEATLIFTS. 
 
(a) In General. -- Section 1861(n) of the Social Security Act (42 U.S.C. 1395x(n)) is 
amended by adding at the end the following: "With respect to a seat-lift chair, such term 
includes only the seat-lift mechanism and does not include the chair.". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to items 
furnished on or after January 1, 1991. 
 
SEC. 12934. REDUCTION IN PAYMENTS FOR TENS DEVICES. 
 
(a) In General. -- Section 1834(a)(1)(D) of the Social Security Act (42 U.S.C. 
1395m(a)(1)(D)), as amended by section 12112(a)(1) of the Omnibus Budget 
Reconciliation Act of 1990, is amended by striking "15 percent" and inserting "30 
percent". 
 
(b) Effective Date. -- The amendment made by subsection (a) shall apply to covered 
items furnished on or after January 1, 1991. 
 
PARLIAMENTARY INQUIRIES 
 
Mr. FRENZEL. Mr. Chairman, I have a parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 
Mr. FRENZEL. Mr. Chairman, are we going to read the amendment? 
 
The CHAIRMAN. It is designated under the rule, it will not be read. It is already 
designated. 
 
Mr. FRENZEL. Mr. Chairman, I have a parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 



Mr. FRENZEL. Mr. Chairman, can the Chair explain to me how we designated 
something that did not exist until 10 minutes ago? 
 
The CHAIRMAN. Under the rule, it is stated that the said amendment will be considered 
as read. 
 
Mr. FRENZEL. No matter how voluminous? 
 
Mr. Chairman, I have a further parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 
Mr. FRENZEL. Was there a unanimous-consent request made that the Panetta 
amendment not be subject to points of order? 
 
The CHAIRMAN. The rule also provides for that. 
 
Mr. FRENZEL. Was there any unanimous-consent request made with respect to the 
Panetta amendment today, Mr. Chairman? 
 
The CHAIRMAN. No. It was not necessary. The rule provides for that waiver. 
 
Mr. FRENZEL. Thank you, Mr. Chairman. 
 
Mr. GINGRICH. Mr. Chairman, I have a parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 
Mr. GINGRICH. Mr. Chairman, I just want to ask of the Chair: Are copies of the current 
version of the Panetta amendment available in sufficient number that all the Members get 
a chance to look at it? Do we have copies that we can look at of the current version? 
 
Mr. PANETTA. Mr. Chairman, we have provided copies to the Republican side, and we 
have a copy at the desk. Those are the copies that are available. 
 
Mr. FRENZEL. Mr. Chairman, I have a further parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 
Mr. FRENZEL. Mr. Chairman, can the Chair tell us how many pages are in the 
amendment? We are not sure what we have here. 
 
The CHAIRMAN. If the gentleman will bear with the Chair, the Chair will get the 
gentleman that answer. 
 
Mr. FRENZEL. I appreciate that, Mr. Chairman. 



 
The CHAIRMAN. The pages do not seem to be numbered. 
 
Mr. GINGRICH. Mr. Chairman, would the Chair have someone count them? 
 
The CHAIRMAN. The Chair is trying to cooperate with the inquiry, if the gentleman will 
just be patient. 
 
Mr. PANETTA. Mr. Chairman, is this in the context of a point of order, or is this just 
time taken off the amendment? 
 
The CHAIRMAN. It is a parliamentary inquiry. The Chair will respond, and time is not 
coming out of debated time. 
 
In answer to the question, it is roughly 200 pages. 
 
Mr. FRENZEL. I thank the Chair. 
 
Mr. GINGRICH. Would the Chair please check and let us know exactly how many 
pages? 
 
Mr. Chairman, I have a further parliamentary inquiry. 
 
The CHAIRMAN. The gentleman will state his parliamentary inquiry. 
 
Mr. GINGRICH. Would the Chair explain? I just read the resolution briefly. Would the 
Chairman explain where in the rule points of order are waived on this amendment? It 
says here, "Points of order are waived on the amendments which have been printed." It 
says, "All points of order are hereby waived against amendments printed in the report." 
 
The CHAIRMAN. The Chair will respond. It is on page 3, lines 11 and 12, "All points of 
order against the amendments en bloc are hereby waived." 
 
The gentleman from California [Mr. Panetta] will be recognized for 15 minutes, and a 
Member in opposition will be recognized for 15 minutes. 
 
The Chair recognizes the gentleman from California [Mr. Panetta]. 
 
Mr. PANETTA. Mr. Chairman, I yield myself 5 minutes. 
 
Mr. Chairman, the amendment that we present here is an effort to strip matters that are 
not, we believe, related to deficit reduction or involve questionable savings that are part 
of the reconciliation bill. We tried to establish a precedent within the reconciliation bill of 
trying to eliminate those matters reported from the various committees that do not relate 
specifically to reconciliation. 
 



This is obviously an effort. It is not as perfect as any of us would have hoped. 
 
Obviously there are areas here that require discretion as to what, in fact, relates to deficit 
reduction and what does not, and in addition to that, there are areas, particuarly in the 
Medicaid and Medicare areas, that relate to the summit agreement that involve efforts to 
try to reduce the hit that impacts on both Medicare and Medicaid. Those are areas under 
the jurisdiction of both the Committee on Energy and Commerce as well as the 
Committee on Ways and Means. 
 
Let me cite some of the proposals that are stripped here in the amendment. With regard to 
the Committee on Agriculture, we eliminate the GSE provisions that they included there. 
This is true also for the Committee on Banking and Urban Affairs as well as for the 
Committee on Ways and Means. 
 
The reason we stripped the GSE provisions is because, under the budget process reform 
section, we provide in conjunction with the administration a proposal that 
comprehensively deals with GSE's overall, and for that reason we felt that it was not 
appropriate for each of the committees to develop their own particular approach to 
dealing with GSE's. 
 
In Education and Labor we stripped the child care bill which was included by the 
Committee on Education and Labor, but it is a bill that we feel should be dealt with 
outside of reconciliation. 
 
We also stripped, under the Education and Labor provision, OSHA criminal penalties, 
again because we were concerned about questionable savings related to that provision. 
 
In addition, in the Committee on the Interior, we stripped Bryce Canyon as well as the 
reauthorization of the BLM area. 
 
Merchant Marine and Fisheries, we stripped proposals related to the Sabine River in 
Texas, and legislation involving World War II merchant mariners, as well as an 
authorization for the Department of Commerce regarding real property in Hampton 
Roads, VA, as well as efforts to require water quality standards for coastal recreation 
waters. All of those are included for stripping in this legislation. 
 
In the Public Works and Transportation area, we stripped a number of provisions that we 
felt should not be [*H10328] included, because the gas tax is not included in the final 
version of the bill, and, again, on Ways and Means we stripped provisions related to 
GSE's. 
 
Let me mention with regard to 2 areas, Energy and Commerce and Ways and Means, 
what we have included in this amendment is what the summit had included with regard to 
areas in both Medicaid and Medicare that would assist low-income individuals with 
regard to the cuts that were made. These are proposals that are contained in the Finance 



Committee version of the bill, and both committees felt they had to include these 
provisions for conference purposes, when they go to conference. 
 
Those are the primary elements included in this amendment. 
 
I would urge the House to adopt it because the savings, incidentally, that would result 
from this are about $3 billion as a result of stripping these 24 areas. 
 
They do include additions of about $2 billion as a result of the Medicare provisions under 
Ways and Means, so the net savings in this proposal is about $1 billion. 
 
The CHAIRMAN. The Chair wishes to give a correct answer to the inquiry: 260 pages. 
 
Mr. FRENZEL. I thank the Chair very much. 
 
Mr. Chairman, I rise in opposition to the amendment. 
 
(Mr. FRENZEL asked and was given permission to revise and extend his remarks.) 
 
Mr. FRENZEL. Mr. Chairman, I yield myself 4 minutes. 
 
Mr. Chairman, this has been a very long, agonizing process for all of us, and it is very 
hard for us not to lose control of our emotions and our tempers as we move along. 
 
But I must say the presentation of the Panetta amendment is the lousiest, lowest thing that 
this House has produced that has had anything to do with the budget process. 
 
We were told in the Committee on Rules that the gentleman from California [Mr. 
Panetta] would be promoting a resolution that was going to strip extraneous matters out 
of this reconciliation bill. I presented to the gentleman from California a list of 63 Energy 
and Commerce extraneous provisions, 18 Ways and Means extraneous provisions, 7 
others, and he himself had a list of 24 extraneous provisions. 
 
The bill he has given us today has removed only one of the items that I asked him to 
remove. 
 
It has removed a couple of dozen of the items that he intended to remove from the 
beginning, and that was all right. However, what is the all-around fleecing, and I must 
say, it is hard for me to go on without losing control of my temper, but in that 260 pages, 
he has $1.9 billion in new spending that has no business being in the reconciliation bill 
and is not the intention of this amendment. I think it is an absolute flaunting of the budget 
process and of this whole procedure we have been going through for a year, the fact he 
did it, and your leadership let him do it. 
 
Mr. Chairman, I reserve the balance of my time. 
 



Mr. PANETTA. Mr. Chairman, I yield myself such time as I may consume. 
 
I regret that the gentleman feels the way he does with regard to the elements in this 
amendment, because generally I would take it that the gentleman and those on the other 
side of the aisle feel that way about the summit agreement overall. However, the summit 
agreement itself provided for $4 billion to try to deal with issues related to Medicare and 
Medicaid. That is in the summit agreement. 
 
I refer Members to Mr. Darman's copy on, I believe, page 11 of the agreement provided 
for that; $2 billion has been included in Medicaid, $2 billion has been included in 
Medicare. That is the summit agreement. Those are the provisions that are included as 
part of this amendment. They abide by what we agree to. 
 
Mr. Chairman, I yield 3 minutes to the gentleman from California, [Mr. Hawkins], 
chairman of the Committee on Education and Labor. 
 
(Mr. HAWKINS asked and was given permission to revise and extend his remarks.) 
 
Mr. HAWKINS. Mr. Chairman, I find it very difficult to express my opposition to the 
motion. I know that the gentleman has worked hard on crafting this package. 
 
I cannot, in good conscience, however, vote for anything that is going to strike at the very 
heart of our future, the children of America. I am surprised at the attempt to define what 
is deficit reduction. According to the same logic, we would not have defense in this 
package either, because that does not contribute anything to deficit reduction. Yet, we 
know good and well that we want strong defense. 
 
Now, as to the so-called alleged reason for doing it, it is said that child care is going to be 
considered outside of reconciliation. Do not believe it. The other body has put it in this 
package in reconciliation, and so we have a situation in which the House is going to 
confer with the other body, and there is no Member in this body that is going to confer 
with their counterparts on the Senate side. 
 
Now, the Senate has already crafted a child care bill. In effect, that bill eliminates Head 
Start expansion, it eliminates all the titles that pertain to education, titles I and II of the 
House-passed bill. This body has passed a child care bill twice. Once last year, again this 
year. What we are doing now is stripping what we have done in the field of child care 
from this package. Not to be considered in reconciliation, because we will not confer on 
it. 
 
The Committee on Education and Labor has worked for 3 long years on trying to craft a 
bill and they have approved it. They have instructed Members twice on what to do in 
connection with it. Now, in one motion, they are asked to strike it entirely from the 
subject matter. 
 



We have hurt the children of America too much already. We have deprived them of 
nutrition. We are depriving them of a decent education. We have cut back on the 
programs, WIC and the other programs, that pertain to the welfare children, and now we 
say we will strip them, child care, from this package. It includes the latchkey kids that 
leave school every day, have no home to go to because their parents are trying to work. It 
will place more children into poverty. It will deprive the parents who are working, for the 
sake of their children, of the opportunity of having a safe place to leave their children. 
 
I think it is unmerciful, and I ask Members to consider. It is a tough vote. I am sorry that 
Members have been put in this catch-22 situation. Vote against the motion. 
 
Mr. FRENZEL. Mr. Chairman, I yield 3 minutes to the distinguished gentleman from 
Ohio, [Mr. Gradison], a member of the Committee on Ways and Means. 
 
Mr. GRADISON. Mr. Chairman, we have learned a lot about the gentleman from 
Minnesota [Mr. Frenzel] in recent days, but one of the things we have seen in the last few 
minutes which may surprise Members a bit is that he is a master of understatement. 
Believe me, what he has said about the package which we saw for the first time as a 
possible addition to this bill about half an hour ago was an understatement. 
 
Happily, based upon my reading of the vote which we took a few minutes ago, this whole 
thing is not going anywhere anyway, and I think we can rest secure in that fact. I think 
that is reasonable to address the question to the gentleman from California, the chairman 
of the Committee on the Budget. He has told Members that the object of this exercise 
through the Panetta amendment is to strike extraneous material and conform to the 
summit agreement. 
 
There is noting in the summit agreement about these 74 pages of additional material. 
 
Yes, there was money set aside for additional spending, but what the Committee on Ways 
and Means did in carrying out its responsibility was to decide not to spend that money, 
not to spend this money, this compulsion to spend money as if it will burn holes in the 
bottom of our pockets, which is how we got into this trouble that we are in right now. 
 
Let me talk about this package. Those members on the Committee on Ways and Means 
saw it for the first time yesterday. It was brought up at a markup this afternoon. It has 
never [*H10329] been marked up by the Subcommittee on Health and Safety. That is 
OK. It was going to be taken up directly by the Committee on Ways and Means. The 
chairman of the Committee on Ways and Means at 3 o'clock this afternoon assured the 
members of our committee that this matter would be subject to a full committee markup 
beginning at 9 o'clock tomorrow. That schedule stands. His only request was that we 
make our amendments in writing and have them in his hand this afternoon. 
 
That is exactly what we did. Who can Members trust around here? Who can Members 
trust when they are told that the procedure is to work through the committee, and then we 
are told all of a sudden -- and I learned this as I came over for this last vote -- that 



something which our committee is supposed to mark up, and much of it is very good 
legislation, is going to be taken 
away from Members entirely? 
 
This is not a trivial matter, and it is certainly not technical. The net increase in spending 
involved in this is $1.8 billion, a very interesting thing to bring in right at the time when 
we have had so much talk all day about cutting spending, cutting spending. This increase 
in spending, there is no necessity for bringing it up at this time. The committee can work 
its will tomorrow. 
 
Mr. Chairman, I know the outcome of what I am about to do, but I want to make a point 
by doing this. 
 
Mr. Chairman, I ask unanimous consent to strike from the Panetta amendment the 
Medicare provisions. 
 
Mr. STARK. Mr. Chairman, I object. 
 
The CHAIRMAN. Objection is heard. 
 
Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the gentleman from California [Mr. 
Stark]. 
 
Mr. STARK. Mr. Chairman, I was not privy to the deliberations that came out with the 
budget summit, but the Committee on Ways and Means is charged with apportioning $2 
billion to help ease the burden on lower income and those less able to care for 
themselves. 
 
The provisions in the Panetta amendment, most of which have been discussed at great 
length by the Subcommittee on Health under the Committee on Ways and Means are 
indeed good legislation. 
 
As to whether this procedure is any different than the Gramm-Latta procedure of some 
years ago is a matter for each person to decide for themselves. However, there are many 
good features that are no-cost provisions. Patient self-determination; living will 
procedures; technical and miscellaneous amendments to all parts of Medicare; assistance 
to HMO's; Med-Gap standards, which is in the Senate bill, and the Committee on Energy 
and Commerce bill, our bills; controlled substances; accountable collection, which is 
endorsed by both the Health and Human Services and the Drug Enforcement 
Administration. 
 
There is a mammography benefit which was very popular which is in here at no 
additional annual or monthly premium. 
 
There are exempt hospitals that are getting assistance. 



There is a provision to provide postponement of severe impacting on certain training 
hospitals that train both nurses and doctors. 
 
There are rural blood labs, mental health hospitals, help for psychologists, SRD rates are 
increased somewhat. 
 
There is a hospice extension. 
 
There is radiology service. 
 
And we saved more. The net spending is $1.849 billion. It is less than was authorized in 
the summit. 
 
I would urge my colleagues, this is a fair carrying out of the responsibilities of the 
Medicare Program, and the Ways and Means Committee's responsibility. I urge adoption 
of the Panetta amendment. 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the gentleman from Texas [Mr. 
Bartlett]. 
 
(Mr. BARTLETT asked and was given permission to revise and extend his remarks.) 
 
Mr. BARTLETT. Mr. Chairman, I want to note that the Panetta amendment purports to 
remove some of the extraneous matters that are attached to this bill. Maybe it does, 
maybe it does not. We have not seen it. We do not know what is in it, but some of the 
provisions in labor law is not enough. The Panetta amendment at most, at best removes 
not all of the egregious labor law changes, not most of them, or not even the worst of the 
amendments. 
 
In fact, we know that the Panetta amendment does not remove the OSHA minimum fines 
for nonserious violations. 
 
It does not remove the tenfold increase in child labor law violations, and does not remove 
the National Labor Relations Act radical revolutionary restructuring of the entirety of 60 
years of labor law. 
 
The last time that we saw the reconciliation that is on the floor on labor law tonight, was 
12 years ago in labor law reform in 1977 and 1978, and it was unceremoniously rejected 
by the House and the Senate in the Carter administration, and the next time we see it, it 
appears in reeconciliation. 
 
I would suggest that the Panetta amendment should be removing that extraneous labor 
law change. It is a straight power grab and and it should not be in here. 
 
This language that is in the reconciliation bill tonight was included the last time in the 
1977 Labor Law Reform bill, resulting in a 19-day filibuster in the Senate, six cloture 



votes that failed before it was finally withdrawn. Since that time, these provisions that are 
in reconciliation tonight that the Panetta amendment does not remove, these provisions 
have had no hearings, no markups, no bills introduced, no allegations that such provisions 
are either desirable or necessary. 
 
At 10:15 yesterday morning the language reappeared and was put in the budget 
reconciliation and has not been removed by the extraneous amendments of tonight. 
 
THE HOUSE EDUCATION AND LABOR COMMITTEE HAS INCLUDED IN ITS 
PORTION OF BUDGET RECONCILIATION, SWEEPING CHANGE IN THE 
NATIONAL LABOR RELATIONS ACT. I URGE THAT THESE PROVISIONS BE 
DELETED. 
 
THE NATIONAL LABOR RELATIONS ACT PROVISIONS OF RECONCILIATION 
POSE AS MERE REMEDY INCREASES. IN FACT, THIS LANGUAGE WAS 
INCLUDED IN THE 1977 LABOR LAW REFORM BILL WHICH RESULTED IN A 
19-DAY FILIBUSTER IN THE SENATE AND 6 CLOTURE VOTES BEFORE IT 
WAS FINALLY WITHDRAWN. SINCE THAT TIME, THESE PROVISIONS HAVE 
NOT ONCE BEEN AIRED -- THERE HAVE BEEN NO HEARINGS, NO MARK-
UPS, NO BILLS INTRODUCED, NO ALLEGATIONS THAT SUCH PROVISIONS 
ARE NECESSARY. AT 10:15 A.M. YESTERDAY MORNING THE LANGUAGE 
REAPPEARED AND WAS PUT INTO BUDGET RECONCILIATION. 
 
THE LEGISLATION TURNS 60 YEARS OF LABOR LAW ON ITS HEAD: 
 
FIRST, MONETARY PENALTIES. THE NATIONAL LABOR RELATIONS ACT 
HAS ALWAYS BEEN TREATED AS A REMEDIAL STATUTE, NOT A PUNITIVE 
LAW. THIS LEGISLATION FOR THE FIRST TIME WOULD ALLOW THE NLRA 
GENERAL COUNSEL TO ASSESS PENALTIES OF AT LEAST $1,000 TO $10,000 
PER EMPLOYEE IN THE CASE OF AN UNFAIR LABOR PRACTICE, WITH NO 
DOLLAR CAP ON THE TOTAL FINE. FOR 60 YEARS THE NLRA HAS IMPOSED 
BACK PAY, REINSTATEMENT, OBLIGATION TO BARGAIN, OR DOUBLE 
BACK PAY -- COMPENSATORY, MAKE-WHOLE RELIEF, NEVER PUNITIVE 
DAMAGES. 
 
SECOND, PERSONAL AND INDIVIDUAL LIABILITY. FOR THE FIRST TIME, 
INDIVIDUALS RATHR THAN EMPLOYERS COULD BE HELD PERSONALLY 
LIABLE FOR THE FINES. FOR EXAMPLE, EACH MEMBER OF A NEGOTIATING 
TEAM COULD BE PENALIZED UP THE MAXIMUM AMOUNT PER EMPLOYEE. 
CLEARLY, THESE PROVISIONS WILL INHIBIT EMPLOYERS FROM ENGAGING 
IN COLLECTIVE BARGAINING AT ALL. 
 
THIRD, GUILTY UNTIL PROVEN INNOCENT. THE NLRA GENERAL COUNSEL 
HAS ALWAYS ACTED AS THE PROSECUTOR IN UNFAIR LABOR CASES; THE 
NLRB ACTS AS THE ADJUDICATOR OF THE COMPLAINT. UNDER THIS NEW 
BUDGET RECONCILIATION LANGUAGE, THE GENERAL COUNSEL WOULD 



CHARGE THAT AN UNFAIR LABOR PRACTICE HAS BEEN COMMITTED AND 
THEN ASSESS THE PENALTIES, BEFORE THE CASE IS ADJUDICATED. 
 
FOURTH, INEQUITABLE STANDARDS FOR ASSESSING PENALTIES. THE 
STANDARDS FOR ASSESSING PENALTIES ARE HIGHLY INEQUITABLE. THEY 
DEPEND, IN PART, ON THE ABILITY TO PAY AND "OTHER MATTERS AS 
JUSTICE MAY REQUIRE." IN OTHER WORDS, THE DEEPER THE POCKET, THE 
BIGGER THE PENALTY. WHILE SUCH A POLICY WOULD FURTHER 
CONGRESS' ABILITY TO GENERATE NEW REVENUES, IT HARDLY SEEMS 
JUST. INSTEAD OF LOOKING AT THE SERIOUSNESS OF THE VIOLATION, THE 
GOVERNMENT WOULD LOOK INSTEAD AT THE SIZE OF THE CORPORATE 
TREASURY. 
 
CONCLUSION 
 
ORGANIZED LABOR WOULD UNDOUBTEDLY BE DELIGHTED WITH 
ENACTMENT OF THESE NEW REVENUE RAISING AMENDMENTS TO THE 
NATIONAL LABOR RELATIONS ACT. MANAGEMENT EMPLOYEES WOULD 
BE SO INTIMIDATED BY THE PENALTIES THE COMMITTEE PROPOSES THAT 
ORGANIZING EMPLOYEES AND NEGOTIATING [*H10330] COSTLY LABOR 
CONTRACTS WOULD BE EVEN EASIER THAN THAT PROPOSED IN THE 
CARTER ADMINISTRATION'S LABOR LAW REFORM PACKAGE THAT TORE 
CONGRESS APART IN 1978. 
 
Mr. PANETTA. Mr. Chairman, I yield myself 1 minute. 
 
Mr. Chairman, with regard to the provisions that were just mentioned by the gentleman 
from Texas, every one of those involves savings. The child labor provision provides for 
$45 million in savings over 5 years. 
 
The NLRA civil penalties involve $96 million in savings over 5 years, and do the other 
provisions. 
 
The gentleman may not like the provisions, but the committee reported that to the Budget 
Committee and responded to the reconciliation instruction to produce savings, and that is 
what we included in the reconciliation bill. 
 
Mr. Chairman, I yield 3 minutes to the distinguished gentleman from Missouri [Mr. 
Gephardt], the majority leader. 
 
Mr. GEPHARDT. Mr. Chairman, I thank the gentleman for yielding me this time. 
 
Mr. Chairman, I urge Members to vote for this amendment for a variety of reasons. 
 
First, the attempt here is take out extraneous provisions, and you have heard Members 
who are chagrined about the taking out of extraneous provisions. 



We took out the GSE proposal from the Agriculture Committee and the Banking 
Committee. 
 
We took the child care bill out of Education and Labor, the OSHA criminal penalties just 
talked about. 
 
We took out facilities loans for low income high minority schools, the GSE provisions of 
the Ways and Means Committee, a fee from the Energy and Commerce Committee, 
provisions on Bryce Canyon in the Interior and Insular Affairs Committee, the 
reauthorization of the BLM program, removed some provisions that had to do with the 
National Wildlife Refuge, Sabine River and on and on, a number of provisions in the 
Public Works and Transportation Committee, a whole list of provisions that are there and 
again the provisions in Ways and Means on GSE's. 
 
Now, the argument has been made here tonight that there have been provisions put in the 
bill on Medicaid and Medicare. There is a good reason for that. There are a series of cuts 
in Medicare and Medicaid in the budget bill, in the reconciliation bill. 
 
In the summit, I negotiated an arrangement with Mr. Darman and the other negotiators 
that we would have $4 billion in this bill that would come from the reimposition of the 
Social Security tax on State and local employees, which brings in $11 billion, and it was 
said that $4 billion of that bill, the income from the bill, would be used to cushion the 
blow of the Medicaid and the Medicare cuts. 
 
Because of those agreements, we asked the Energy and Commerce Committee to put in 
their provisions to cushion the blow of the Medicaid and the Medicare cuts, and we asked 
the Ways and Means Committee to do the same, and in this bill are those provisons from 
the Ways and Means Committee. 
 
So this is an attempt so that we are in conference in reconciliation. We have similar 
provisions in Medicare and Medicaid, as the Senate does. 
 
The other areas that we feel are extraneous, we tried to put in this bill. That is the reason 
we are asking that those measures be stricken. 
 
So I would urge the Members to vote for the bill. I think it is proper. I think it will put us 
in the position that we need to be in the conference, and I think it is in concert with what 
we have tried to do in this budget summit. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
Colorado [Mr. Brown]. 
 
Mr. BROWN of Colorado. Mr. Chairman, I hope this moment will not pass without this 
body taking notice of what has happened with this bill. 
 



The provisions of the Social Security bill that were to be considered in the Ways and 
Means Committee this afternoon, were removed from that committee. They were 
included in this provision, and the effect of that trick has been to deny the Ways and 
Means Committee and this body an opportunity to eliminate or ameliorate the earnings 
penalty. Senior citizens age 65 to 69 have a cruel, mean-hearted tax that is imposed on 
them. Our ability to ameliorate that, to take that away, to lessen that tax, has been denied 
because of the foolish trick, I believe, of including the Social Security provisions in this 
bill. That is not fair. It is not right. 
 
Occasionally things get so cute I think they deny common justice, and that is what has 
happened in this case. 
 
Mr. FRENZEL. Mr. Chairman, I yield myself 2 minutes. 
 
Mr. Chairman, I have to respond to the statements of the distinguished beloved and 
erudite majority leader, who said that this amendment was particularly appropriate. One 
statement be made was that these items came from the committee. They did not come 
from the committee. Many of them have never seen hearings in the committee. The 
committee did not see them. They sprang full blown from the head of Zeuss, as far as we 
know, and if Zeuss is Chairman Rostenkowski or subcommittee Chairman Stark or 
Chairman Panetta, I do not know, and I do not care. They did not come from the 
committee. 
 
Now, secondly, the distinguished majority leader said that he negotiated these things in 
the summit. He did not negotiate any of these things. There are dozens of no-cost items in 
here that are policy changes that have nothing to do with the summit. He did not 
negotiate those, and they were never raised in the summit. 
 
Now, this amendment was supposed to be in the Rules Committee to remove extraneous 
provisions. It has become a vehicle for more wanton spending and for game playing. 
 
Now, I am used to being rolled around here. I have been in the minority for 20 years. I 
know that I cannot affect policy and that my use around here is as a steppingstone for 
ambitious majority Members. And I do not mind getting clobbered on policy questions. 
And I do not even mind getting licked by your crummy rules that you arrange so that we 
cannot make amendments and so that our debate is limited. 
 
But let me tell you, I really object to this kind of duplicitous conduct where you say you 
are putting an amendment in to take things out and then you bring an additional $1.9 
billion worth of spending, dozens of items the committee never held hearings on, much 
less had a chance to discuss informally. 
 
Mr. Chairman, there is no way this amendment should pass the House, and if it does, it 
will wreak ultimate disgrace on the process and those who serve it. 
 
Mr. Chairman, I reserve the balance of my time. 



 
The CHAIRMAN. The Chair will note that the gentleman from California [Mr. Panetta] 
does not have any time remaining. What does the gentleman from Minnesota [Mr. 
Frenzel] wish to do with his time? 
 
Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from 
Pennsylvania [Mr. Walker]. 
 
Mr. WALKER. Mr. Chairman, we have been interested to hear over the last few minutes 
about the $1.9 billion in spending that has gotten into the bill, it was there because it was 
assumed in the summit. 
 
Well, there are several other things that were assumed in the summit too that did not 
make it in. There just happened to be $3 billion in entitlement cuts that were never 
reconciled to any committee and nothing was ever done about them. 
 
In other words, when it comes to spending $1.9 billion, the majority says that is assumed 
in the summit and so therefore we are going to bring it to the floor in this kind of a hurry-
up manner. But when it comes to cuts, when it comes to spending cuts, those did not even 
get assigned to any committee despite the fact that they were agreed upon by the summit. 
 
Now, that is precisely what we have been saying here all day: When it comes to 
spending, the Democrats will waive any rule in the world, will lie, cheat, and steal in 
order to try to get the measure out here. When it comes to spending cuts, they will not 
take [*H10331] any action that necessitates making those cuts real. That is exactly what 
is happening here again. 
 
Vote down this crazy amendment. 
 
Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from 
Texas [Mr. Pickle]. 
 
(Mr. PICKLE asked and was given permission to revise and extend his remarks.) 
 
Mr. PICKLE. Mr. Chairman, I am concerned about the government-sponsored 
enterprises, the GSE's such as: Fannie Mae, Freddie Mac, and Sally Mae. 
 
The committee chairman has said his amendment would strip out language regarding 
GSE's in this bill. I am told there is one section left. 
 
I want to remind the House that the activities of these government-sponsored enterprises 
result in both implicit and explicit liabilities for the Federal Government. 
 
We have over $900 billion in potential liabilities as a result of the activities of GSE's. All 
that is left in this bill, as I see it, is a vague requirement that the committees of 
jurisdiction will look at this situation. You will wait till hell freezes over next year before 



the Committee on Agriculture, or the Committee on Education and Labor, or the 
Committee on Banking, Finance and Urban Affairs report anything worthwhile on GSE's. 
 
I would hope, Mr. Chairman, that there is some arrangement whereby meaningful GSE 
reform will be kept in the bill. I would like for the committee to give me the assurance. 
Can the gentlemen from California or Minnesota, members of the committee, give me 
that assurance? 
 
PREFERENTIAL MOTION OFFERED BY MR. FRENZEL 
 
Mr. FRENZEL. Mr. Chairman, I offer a preferential motion. 
 
The CHAIRMAN. The Clerk will report the motion. 
 
The Clerk read as follows: 
 
Mr. Frenzel moves that the committee do now rise and report the bill to the House with 
the recommendation that the enacting clause be stricken out. 
 
The CHAIRMAN. The gentleman from Minnesota [Mr. Frenzel] is recognized for 5 
minutes. 
 
Mr. FRENZEL. Mr. Chariman, I yield myself 1 minute. 
 
Mr. Chairman, I have discoursed enough on this amendment, and I think it has disrupted 
whatever comity at least I thought might have existed prior to the introduction of this 
amendment. 
 
I supported the introduction of this amendment as it was described in the Committee on 
Rules, and it has been used, I think, to subvert and defile the process by adding items that 
were never intended by any committee of this House, never voted on by any committee 
of this House, added extra spending to a bill in which we are telling the taxpayers of this 
country that we are reducing spending, and here we are bombing some more on them. 
 
This amendment has made an abomination out of that process. 
 
Mr. Chairman, I reserve the balance of my time. 
 
The CHAIRMAN. The Chair would notify the gentleman from Minnesota that he must 
use his 5 minutes. 
 
Mr. FRENZEL. Mr. Chairman, I thank the chairman for his warning. 
 
Mr. Chairman, I yield such time as she may consume to the gentlewoman from 
Connecticut [Mrs. Johnson]. 
 



Mrs. JOHNSON of Connecticut. Mr. Chairman, I rise in support of the gentleman's 
position. 
 
Mr. Chairman, this Nation is governed by a Constitution. That Constitution provides for 
three branches of Government. Our branch of Government is made up of representatives 
of the people and the way that whole representative process works is that we represent 
the needs of our people in the committee debate and through our discussion we come to 
an understanding of what the impact of changes in the law will be on our people, not on 
our process here, not on the political ambitions of individuals, but on people's lives. 
 
Now, the provisions in these amendments have been discussed in my subcommittee, in 
part, in small part, but they have not been discussed for the most part. 
 
We cannot tell even whether our urban hospitals are going to be helped or hurt by some 
of the things that are being done, and we cannot tell in these provisions what their impact 
will be specifically on our communities and the people we represent, and that is wrong, 
Mr. Chairman. 
 
Mr. Chairman, I urge support for the gentleman's motion. 
 
Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the distinguished 
gentleman from Texas. 
 
Mr. ARCHER. I thank the gentleman for yielding. 
 
Mr. Chairman, I rise in support of the gentleman from Minnesota's motion. 
 
Mr. Chairman, it is very sad to me that here we are, having gone through months of 
deliberation as to how to reach a budget agreement and here at the final moment we are 
presented with a multipage document of which there has been no prior explanation. This 
is the type of thing that has gotten us into so much trouble in years gone by where 
voluminous documents hit the floor the last minute before we are to adjourn or before we 
are to do something extremely important for this country. 
 
I think it is time for us to count to a legislative 10 and to support the gentleman's motion 
to rise so that we will have an opportunity to look at this and to come back in a more 
thoughtful way. 
 
But certainly, adding more spending to a bill that is already too loaded with spending is 
not the direction to go. 
 
Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the distinguished 
gentleman from Virginia [Mr. Bateman]. 
 
Mr. BATEMAN. I thank the gentleman for yielding. 
 



Mr. Chairman, like my colleague from Minnesota, I am very disturbed about what it is 
we are undertaking to do. It represents the worst of that which is making my constituents 
and the people of America very, very concerned about how this Congress operates. 
 
I am here representing my constituents and entitled to certain things whether or not I be 
in the minority or the majority. If I am conscientious, if I work hard, if I want to know 
that which is before me and to frame my votes on their behalf intelligently, how dare you 
bring things that I, no one, no matter how conscientious, even knows what is included in 
them or what they are all about? 
 
You do it in a context where this Government will close down at midnight Friday. We 
played the "break-in-the-crisis" game again, and that is a game we can ill afford to play. 
 
Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the distinguished 
gentleman from California [Mr. Panetta]. 
 
Mr. PANETTA. Mr. Chairman, I would ask unanimous consent that the additional 
Medicare provision from the Committee on Ways and Means be stricken from the 
amendment. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from California? 
 
Mr. GRADISON. Mr. Chairman, reserving the right to object, which matter? I want to 
make sure we do not get any more games played on us. Is it the entire package? Let us 
get down to pages and titles. 
 
Mr. PANETTA. What I would do is move to strike everything after page 2 that includes 
from sections 9001 on to the end of the amendment. 
 
Mr. GRADISON. Further reserving the right to object, does this include section 12901? 
 
Mr. PANETTA. That is correct. 
 
Mr. GRADISON. 12902? 
 
Mr. PANETTA. That is correct. 
 
Mr. GRADISON. 12903, 12904, 12905, 12906, 12907, 12911, 12, 13, 14, 15, 16, 17, 18, 
19, 20, 21, 22, 23, 24, as well as section 12931, 32, 33, and 34? 
 
Mr. PANETTA. Mr. Chairman, the gentleman is correct. Those are the provisions from 
the Committee on Ways and Means. 
 
Mr. GRADISON. Mr. Chairman, further reserving the right to object, this is precisely the 
unanimous-consent request that I made a few moments ago which was objected to by the 
gentleman from California [Mr. Stark]. 



 
Mr. Chairman, I withdraw my reservation of objection. 
 
[*H10332] Mr. FRENZEL. Mr. Chairman, reserving the right to object, can the 
gentleman from California [Mr. Panetta] tell us what will be left? 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. FRENZEL. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, what would be left then is the base amendments which 
would strike the 24 items from the various committees that I indicated before and that the 
majority leader also indicated would be stripped from the bill. 
 
Mr. FRENZEL. OK; so that strikes subtitle H and all that follows thereafter. 
 
Mr. PANETTA. The gentleman from Minnesota [Mr. Frenzel] is correct. 
 
Mr. WHITTEN. Mr. Chairman, will the gentleman yield? 
 
Mr. FRENZEL. Further reserving the right to object, Mr. Chairman, I yield to the 
gentleman from Mississippi [Mr. Whitten], the distinguished chairman of the Committee 
on Appropriations. 
 
Mr. WHITTEN. Mr. Chairman, in view of the history that we have heard just now, what 
are the 24 that are left? The Members do not know, and the gentleman has not given us 
any information. 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. FRENZEL. I yield to the gentleman from California. 
 
Mr. PANETTA. For the Members I have explained all of the items that we have stripped 
from the bills. That includes the GSE, the Education and Labor area, and the Public 
Works area, and the Merchant Marine and Fisheries area. All of those are the areas that 
would then be stripped from the bill. This would be a basic amendment that would go to 
the extraneous issues in the bill. 
 
Mr. FRENZEL. Mr. Chairman, further reserving the right to object, I yield to the 
distinguished chairman of the Committee on Banking, Finance and Urban Affairs, the 
gentleman from Texas [Mr. Gonzalez]. 
 
Mr. GONZALEZ. Mr. Chairman, I was going to reserve on my own because, is what the 
gentleman is asking for is to include the stricken provisions having to do with the GSE's? 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 



 
Mr. FRENZEL. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, the only thing I am asking that we would strip are the 
provisions that were included in the amendment of the Committee on Ways and Means 
related to Medicare. Everything else would remain. 
 
Mr. FRENZEL. Mr. Chairman, I appreciate the gesture and intend to vote for the 
amendment. Mr. Chairman, I withdraw my reservation of objection. 
 
Mr. GONZALEZ. Mr. Chairman, I reserve the right to object. 
Does the gentleman from California [Mr. Panetta] means the GSE provision will remain 
in the bill? 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. GONZALEZ. I yield to the gentleman from California. 
 
Mr. PANETTA. No, Mr. Chairman, they will be stricken as the amendment provided for. 
The GSE provisions from the Committee on Ways and Means, from banking, and 
currency and from agriculture will be stricken under the amendment. The other 
provisions will be stricken as we presented and as we included in the amendment. The 
only thing I am asking to be stripped here is the provisions that came in on Medicare. 
That is all. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from California [Mr. 
Panetta]? 
 
Mr. PICKLE. Mr. Chairman, I reserve the right to object. 
 
Mr. Chairman, I want the assurance from the gentleman because I am trying my best to 
understand. He says this one section, subtitle B, is still left in the measure. He has struck 
out the GSE with respect to the committees of jurisdiction. Essentially what this title does 
is simply say that the committee of jurisdiction should act by next September. We have 
no assurance that he can make them act. They are not going to act unless somehow 
between now and the time we finish this bill they have the chance to -- -- 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. PICKLE. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, we cannot have three or four authorizing committees 
coming up with separate GSE language that treats GSEs differently. What we need to 
rely on is the GSE provisions that are contained in the budget reforms budget process, 
agreed to by the summit, that are contained in the base bill. That is why we have stripped 
out the other GSE bill. 



Mr. PICKLE. Then, Mr. Chairman, if it is kept in the base bill, we still have a chance to 
get the proper wording in the conference on this -- -- 
 
Mr. PANETTA. The gentleman from Texas [Mr. Pickle] is correct. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from California? 
 
Mr. BATEMAN. Mr. Chairman, reserving the right to object, as I understand what has 
been done by agreement, certain provisions, which were extraneous and added to the bill, 
have been eliminated. There was also a very important function that the gentleman's 
motion, as I understood it, or amendment, was supposed to perform, and that was to take 
out of the bill extraneous things which were in it, in the agreement and all of the sections 
that have been eliminated. Have any of those provisions been taken out of the bill that 
were originally in it? Like the labor law changes that were mentioned? 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. BATEMAN. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, the same thing we were going to strip pursuant to the 
amendment remain in the amendment. In other words, we are going to strip all of the 
provisions that I indicated we would strip with the exception of the addition of the 
Medicare provision. That is all I am asking that we take out of the amendment. 
 
Mr. BATEMAN. Mr. Chairman, I ask the gentleman, "Are you taking out of the bill the 
provision dealing with labor law and the making of policy in that area which is not a part 
of reconciliation?" 
 
Mr. PANETTA. No. 
 
Mr. BATEMAN. They remain then in the bill? 
 
Mr. PANETTA. The gentleman from Virginia [Mr. Bateman] is correct because they 
provide savings, I might say to the gentleman. 
 
Mr. BATEMAN. Mr. Chairman, I will not object, but I cannot let the opportunity escape 
to say that this is a shoddy way for our business to be transacted. 
 
Mr. HAWKINS. Mr. Chairman, will the gentleman yield? 
 
Mr. PANETTA. I have a unanimous-consent request pending before the House. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from California? 
 



Mr. GRADISON. Mr. Chairman, reserving the right to object, I am not clear with regard 
to a comment made by the distinguished chairman of the Budget Committee, the 
gentleman from California [Mr. Panetta] 
 
Am I correct that all of subtitle H is to be stricken? There are a number of other Ways 
and Means items beyond the numbers which I read already. 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. GRADISON. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, the gentleman from Ohio [Mr. Gradison] is correct. It is 
just the items that I referred to in the unanimous-consent request. 
 
Mr. GRADISON. Beginning with section 12701? 
 
Mr. PANETTA. Nothing is added to the Ways and Means title. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from California? 
 
Mr. HAWKINS. Mr. Chairman, reserving the right to object, would the gentleman from 
California [Mr. Panetta] answer a question? 
 
Mr. Chairman, would the gentleman be clear as to what he is stripping from his motion 
and not from the bill? Let us confine it to child care. What is the situation again with 
respect to [*H10333] child care? Is the gentleman stripping the bill -- -- 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield, 
 
Mr. HAWKINS. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, with regard to every other element, incuding the 
stripping of the child care bill, that would remain in the amendment to do that. 
 
Mr. HAWKINS. In the gentleman's amendment? 
 
Mr. PANETTA. The gentleman from California [Mr. Hawkins] is correct. 
 
Mr. HAWKINS. So that in effect the effect of the amendment then would be to eliminate 
the child care bill that was submitted to the Committee on Rules. Is that the situation? 
 
Mr. Panetta. Mr. Chairman, if the gentleman will continue to yield, the leadership has 
made a commitment that there will be a child care bill. There is pending a child care 
conference. The only concern was having this added to reconciliation. That was the 
concern, and that is why we are stripping it. 
 



Mr. HAWKINS. Mr. Chairman, that is not my concern. My concern is that what the 
gentleman from California [Mr. Panetta] is doing is stripping the Child Care Program 
completely from the package because he says that it is going to be handled in a separate 
bill. The other body has it in the reconciliation package. That is going to decide what 
happens to it. Now the gentleman is stripping the bill from the package, and so in effect 
he is eliminating the House bill which was passed in the House. 
 
Mr. Chairman, does the gentleman from California [Mr. Panetta] deny that that is not the 
situation? 
 
Mr. PANETTA. Mr. Chairman, again we have passed on the House side the child care 
bill, both the bill of the gentleman from California [Mr. Hawkins], as well as the bill of 
the Committee on Ways and Means. My understanding is that that is in conference, that 
the gentleman is conferencing those issues, and to add it now as an additional element to 
reconciliation we feel does not only involve no savings in terms of reconciliation, but 
complicates the reconciliation process. 
 
Mr. OBEY. Mr. Chairman, I demand regular order. The questions going on have nothing 
to do with the request made by the gentleman from California [Mr. Panetta]. 
 
The CHAIRMAN. Is there an objection to the modification as proposed by the gentleman 
from California [Mr. Panetta]? 
 
Mr. HAWKINS. Mr. Chairman, I object. 
 
Mr. Chairman, will the gentleman give us an answer? Is he saying that the issue is going 
to be handled? 
 
The CHAIRMAN. There has been an objection. 
 
Mr. HAWKINS. May I ask again, please? 
 
Mr. PANETTA. Mr. Chairman, I renew my unanimous-consent request. 
 
The CHAIRMAN. Is there an objection to the modification? 
 
The CHAIRMAN. Is there objection to the modification? 
 
Mr. HAWKINS. Mr. Chairman, I reserve the right to object, until I get an answer. 
 
The gentleman from California [Mr. Panetta] is saying it is stripped from reconciliation. 
The gentleman says it is in conference. It was in conference. Both houses agreed on it in 
conference. Yet it was not allowed on the House side in the conference report. 
 
If we are in conference and could vote on the conference report, that would settle it. But 
we are not in that position. That is why we added that in the matter which we submitted 



to the Committee on Rules. The Committee on Rules kept it in. The motion of the 
gentleman from California [Mr. Panetta] would strike it out. 
 
If you strike it out, you have stricken it then from consideration, from House 
consideration completely on the issue. 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. HAWKINS. I yield to the gentleman from California. 
 
Mr. SHAW. Mr. Chairman, could we have regular order? The objection has nothing to do 
with the unanimous-consent request. 
 
Mr. PANETTA. Mr. Chairman, let me reply to the gentleman from California [Mr. 
Hawkins], the distinguished chairman of the Committee on Education and Labor. 
 
The gentleman is concerned that somehow his rights would be lost, if in fact, on the other 
side child care was to be included in the reconciliation bill. 
 
My understanding is that there is a conference going on, and that the full rights of the 
gentleman from California [Mr. Hawkins] in that conference would be protected, so that 
he could defend the version passed by the House, and also that the Committee on Ways 
and Means would also be able to defend the version passed by the Committee on Ways 
and Means. 
 
Mr. Chairman, we have got conflicting issues that are in conference now. We do not feel 
that reconciliation is the palace to fight the battle on child care. 
 
Mr. HAWKINS. Mr. Chairman, reclaiming my time, it is not in conference. Members 
should understand it is not in conference. The only thing pertaining to child care is in 
reconciliation on the other side. We have nothing on this side with which to go to 
conference. 
 
Mr. SLATTERY. Mr. Chairman, will the gentleman yield? 
 
Mr. HAWKINS. I yield to the gentleman from Kansas. 
 
Mr. SLATTERY. Mr. Chairman, the point I would make is that the unanimous consent 
request of the gentleman from California [Mr. Panetta] deals only with the subject of 
Medicare in the Committee on Ways and Means. It does not in any way affect the 
concern of the gentleman from California [Mr. Hawkins] with respect to child care. That 
issue is involved with the underlying amendments. 
 
So if we allow the gentleman from California [Mr. Panetta] his unanimous-consent 
request, then the question that the gentleman from California [Mr. Hawkins] has is 
relevant. 



 
Mr. HAWKINS. Reclaiming my time, it is relevant with respect to the way are going to 
vote. 
 
Mr. SLATTERY. If the gentleman will yield further, it is not relevant on the unanimous-
consent request. It will be relevant with respect to the underlying amendment. 
 
Mr. HAWKINS. Reclaiming my time, the gentleman is denying the child care issue from 
being in the package. If I withdraw my reservation, what assurance do I have that child 
care will indeed be considered as has been said? 
 
Mr. PANETTA. Mr. Chairman, will the gentleman yield? 
 
Mr. HAWKINS. I yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, my understanding from the leadership is that the full 
rights of the gentleman from California [Mr. Hawkins] with regard to the provision that 
he has sponsored on child care will be protected by the leadership. 
 
Mr. HAWKINS. Reclaiming my time, even to the extent that the House will be in a 
position to name conferees in reconciliation on this issue? 
 
Mr. PANETTA. If the gentleman will yield further, my understanding is that the full 
rights of the gentleman from California [Mr. Hawkins] with regard to the child care 
provision, if the Senate includes a similar provision, would be protected in conference. 
 
Mr. HAWKINS. Mr. Chairman, I withdraw my reservation of objection. 
 
The CHAIRMAN. Is there further objection to the modification? 
 
Ms. OAKAR. Mr. Chairman, reserving the right to object, I do not want to object, but I 
would like to ask the gentleman from California [Mr. Panetta], on the provisions of the 
Committee on Ways and Means, which is one of the reasons that some Members felt 
strongly about supporting this bill, are you striking the Medicare no-cost provisions, 
which list everything from nurse-anesthesia fees to Medigap standards, and is the House 
going to cut for the second time the mammography coverage, which in the first year costs 
zero, and would save money and lives? 
 
Mr. PANETTA. Mr. Chairman, will the gentlewoman yield? 
 
Ms. OAKAR. I would be delighted to yield to the gentleman from California. [*H10334] 
I am going to object if the gentleman is. 
 
Mr. PANETTA. Mr. Chairman, we are not striking anything in the base bill that was 
added by the 



Committee on Ways and Means relative to Medicare. We are only striking the addition 
that would be provided pursuant to this amendment. 
 
Ms. OAKAR. Mr. Chairman, reclaiming my time, I want to call on the leadership to give 
me a commitment that when you fellows, all fellows, go into conference, because you did 
this before in the wee hours 2 years ago, so do not go "Oh," a lot of people are dead 
because we did not have coverage which saves money and lives in terms of screening. 
 
I want to know whether this is going to be in as part of the negotiation. Is it not time we 
get a little progressive and try to do something that is productive and will save money? I 
want to know whether the Medicare initiatives, which are excellent, and I want to 
commend the Committee on Ways and Means, it does not even cost a lot. 
 
Mr. Chairman, I am not trying to give Members an undue hard time, but I will not stand 
for this happening again. I am just telling Members that is the way I feel about it. 
 
Mr. GEPHARDT. Mr. Chairman, will the gentlewoman yield? 
 
Ms. OAKAR. I yield to the gentleman from Missouri. 
 
Mr. GEPHARDT. Mr. Chairman, I would say to the gentlewoman from Ohio [Ms. 
Oakar] that we obviously would like to keep these in the bill. That is why we asked for 
$4 billion in the summit agreement for the cushioning of the blow of the Medicare cuts. It 
is my understanding, that some of the provisions that are provided in here, are not in 
conference in the Senate. I am not exactly clear on which ones are. 
 
I would say to the gentlewoman, that we would go to conference with the Committee on 
Ways and Means with the effort to try to find and save as much as we could to cushion 
the blow of the Medicare and Medicaid cuts. 
 
Ms. OAKAR. Mr. Chairman, reclaiming my time, I want to ask the gentleman from 
Missouri [Mr. Gephardt], as I look at some of these initiatives, some of them cost zero, 
including for the first year mammography coverage. I would question some of the other 
figures here. There are other provisions that do not cost anything. 
 
Mr. Chairman, why do we have to cut that? Why can we not go into conference with 
those provisions? 
 
Mr. PANETTA. Mr. Chairman, will the gentlewoman yield? 
 
Ms. OAKAR. I will be happy to yield to the gentleman from California. 
 
Mr. PANETTA. Mr. Chairman, I think some of these provisions are going to be included 
on the finance side. Obviously they will be subject to full conference with regard to the 
Medicare provision. 
 



Ms. OAKAR. Mr. Chairman, reclaiming my time, who will fight for the provisions I just 
mentioned? I am not part of that, and none of the female Members are in this body. 
 
Mr. PANETTA. Mr. Chairman, if the gentlewoman will continue to yield, I do not think 
there is any question but that the leadership and certainly I, and I think the committee on 
Ways and Means, will fight for the same goals that the gentlewoman from Ohio [Ms. 
Oakar] has expressed. 
 
The CHAIRMAN. Is there objection to the modification? 
 
There was no objection. 
 
The CHAIRMAN. Does the gentleman from Minnesota [Mr. Frenzel] still press his 
preferential motion? 
 
Mr. FRENZEL. Mr. Chairman, was the unanimous-consent request approved? 
 
The CHAIRMAN. Yes, it has been. 
 
Mr. FRENZEL. Mr. Chairman, I ask unanimous consent to withdraw my preferential 
motion. 
 
The CHAIRMAN. Is there objection to the request of the gentleman from Minnesota? 
There was no objection. 
 
Mr. FRENZEL. Mr. Chairman, I yield back all time under my motion and under the 
Panetta amendment. 
 
The CHAIRMAN. The question is on the amendments en bloc, as modified, offered by 
the gentleman from California [Mr. Panetta]. 
 
The amendments en bloc, as modified, were agreed to. 
 
The CHAIRMAN. Under the rule, the Committee rises. 
 
Accordingly the Committee rose; and the Speaker pro tempore [Mr. Kildee] having 
assumed the chair, Mr. Mavroules, Chairman of the Committee of the Whole House on 
the State of the Union, reported that that Committee, having had under consideration the 
bill (H.R. 5835) to provide for reconciliation pursuant to section 4 of the concurrent 
resolution on the budget for fiscal year 1991, pursuant to House Resolution 509, he 
reported the bill back to the House with sundry amendments adopted by the Committee 
of the Whole. 
 
The SPEAKER pro tempore. Under the rule, the previous question is ordered. 
 
Is a separate vote demanded on any amendment? If not, the Chair will put them en gros. 



 
The amendments were agreed to. 
 
The SPEAKER pro tempore. The question is on the engrossment and third reading of the 
bill. 
 
The bill was ordered to be engrossed and read a third time, and was read the third time. 
 
The SPEAKER pro tempore. The question is on the passage of the bill. 
 
The question was taken; and the Speaker pro tempore announced that the noes appeared 
to have it. 
 
Mr. PANETTA. Mr. Speaker, on that I demand the yeas and nays. 
 
The yeas and nays were ordered. 
 
The vote was taken by electronic device, and there were -- yeas 227, nays 203, not voting 
3, as follows: 
 
(See Roll No. 475 in the ROLL segment.) 
 
ROLL: 
 

[Roll No. 473] 
ANSWERED "PRESENT" -- 404 

Ackerman     Alexander     Anderson 
Andrews     Annunzio     Anthony 
Applegate     Archer     Armey 
Atkins      AuCoin     Baker 
Ballenger     Barnard     Bartlett 
Barton      Bateman     Bates 
Beilenson     Bennett     Bentley 
Bereuter     Berman     Bevill 
Bilirakis     Bliley      Boehlert 
Boggs      Bonior     Borski 
Boucher     Boxer      Brooks 
Broomfield     Browder     Brown (CA) 
Brown (CO)     Bruce      Bryant 
Buechner     Bunning     Burton 
Bustamante     Byron      Callahan 
Campbell (CA)    Campbell (CO)    Cardin 
Carper      Carr      Chandler 
Chapman     Clarke      Clay 
Clement     Clinger     Coble 
Coleman (MO)    Coleman (TX)    Collins 



 
Combest     Condit      Conte 
Conyers     Cooper     Costello 
Coughlin     Courter     Cox 
Coyne      Craig      Crane 
Crockett     Dannemeyer     Darden 
Davis      de la Garza     DeFazio 
DeLay      Dellums     Derrick 
DeWine     Dickinson     Dicks 
Dingell     Dixon      Donnelly 
Dorgan (ND)     Dornan (CA)     Douglas 
Downey     Dreier      Duncan 
Durbin     Dwyer      Dymally 
Dyson      Early      Eckart 
Edwards (CA)    Emerson     Engel 
English     Erdreich     Espy 
Evans      Fascell     Fawell 
Fazio      Feighan     Fields 
Fish      Flake      Flippo 
Foglietta     Ford (MI)     Frenzel 
Frost      Gallegly     Gallo 
Gaydos     Gejdenson     Gekas 
Gephardt     Geren      Gibbons 
Gillmor     Gilman     Gingrich 
Glickman     Gonzalez     Goodling 
Gordon     Goss      Gradison 
Grandy     Grant      Green 
Guarini     Gunderson     Hall (OH) 
Hall (TX)     Hamilton    Hammerschmidt 
Hancock     Hansen     Harris 
Hastert     Hatcher     Hawkins 
Hayes (IL)     Hayes (LA)     Hefley 
Hefner     Henry      Herger 
Hertel      Hiler      Hoagland 
Hochbrueckner    Holloway     Hopkins 
Horton     Houghton     Hoyer 
Hubbard     Huckaby     Hughes 
Hunter     Hutto      Hyde 
Inhofe      Ireland     Jacobs 
James      Jenkins     Johnson (CT) 
Johnson (SD)     Johnston     Jones (GA) 
Jones (NC)     Jontz      Kanjorski 
Kaptur     Kasich     Kennedy 
Kennelly     Kildee      Kolbe 
Kolter      Kostmayer     Kyl 
LaFalce     Lagomarsino     Lancaster 



Lantos      Laughlin     Leach (IA) 
Leath (TX)     Lehman (CA)     Lehman (FL) 
Lent      Levin (MI)     Levine (CA) 
Lewis (CA)     Lewis (FL)     Lewis (GA) 
Lightfoot     Lipinski     Livingston 
Lloyd      Long      Lowery (CA) 
Lowey (NY)     Luken, Thomas   Lukens, Donald 
Machtley     Madigan     Manton 
Markey     Marlenee     Martin (IL) 
Martin (NY)     Martinez     Matsui 
Mavroules     Mazzoli     McCandless 
McCloskey     McCollum     McCrery 
McCurdy     McDade     McDermott 
McEwen     McGrath     McHugh 
McMillan (NC)    McMillen (MD)    McNulty 
Meyers     Mfume     Michel 
Miller (CA)     Miller (OH)     Miller (WA) 
Mineta     Mink      Molinari 
Mollohan     Montgomery     Moody 
Moorhead     Morella     Morrison (CT) 
Morrison (WA)    Mrazek     Murtha 
Nagle      Natcher     Neal (MA) 
Nelson     Nielson     Nowak 
Oakar      Oberstar     Obey 
Olin      Ortiz      Owens (NY) 
Owens (UT)     Packard     Pallone 
Panetta     Parker      Parris 
Pashayan     Patterson     Paxon 
Payne (NJ)     Payne (VA)     Pease 
Pelosi      Penny      Perkins 
Petri      Pickett     Pickle 
Porter      Poshard     Price 
Pursell     Quillen     Rahall 
Rangel     Ravenel     Ray 
Regula     Rhodes     Richardson 
Ridge      Rinaldo     Ritter 
Roberts     Robinson     Roe 
Rogers     Rohrabacher     Ros-Lehtinen 
Rose      Rostenkowski     Roth 
Roukema     Rowland (GA)    Roybal 
Russo      Sabo      Saiki 
Sangmeister     Sarpalius     Savage 
Sawyer     Saxton     Schaefer 
Scheuer     Schiff      Schneider 
Schroeder     Schuette     Schulze 
Schumer     Sensenbrenner    Serrano 



Shaw      Shays      Shumway 
Sikorski     Sisisky     Skaggs 
Skeen      Skelton     Slattery 
Slaughter (NY)    Slaughter (VA)    Smith (FL) 
Smith (IA)     Smith (NE)     Smith (NJ) 
Smith (TX)     Smith (VT)    Smith, Denny (OR) 
Smith,      Robert (NH)    Snowe Solomon 
Spence     Spratt      Staggers 
Stallings     Stearns     Stenholm 
Stokes      Studds      Stump 
Sundquist     Swift      Synar 
Tallon      Tanner     Tauke 
Tauzin     Taylor      Thomas (GA) 
Thomas (WY)    Torres      Torricelli 
Towns      Traficant     Unsoeld 
Upton      Valentine     Vander Jagt 
Vento      Visclosky     Volkmer 
Vucanovich     Walgren     Walker 
Walsh      Watkins     Weber 
Weldon     Wheat      Whittaker 
Whitten     Williams     Wilson 
Wolf      Wolpe      Wyden 
Wylie      Yates      Yatron 
Young (AK)     Young (FL) 

[Roll No. 474] 
AYES -- 238 

Ackerman     Alexander     Anderson 
Andrews     Anthony     Aspin 
Atkins      AuCoin     Bates 
Beilenson     Bennett     Berman 
Bevill      Boehlert     Boggs 
Bonior     Borski      Boucher 
Boxer      Brooks     Browder 
Brown (CA)     Bruce      Bryant 
Bustamante     Byron      Cardin 
Carper      Carr      Chapman 
Clarke      Clay      Clement 
Coleman (TX)    Collins     Conte 
Conyers     Cooper     Costello 
Coyne      Crockett     Darden 
Davis      de la Garza     DeFazio 
Dellums     Derrick     Dicks 
Dingell     Dixon      Donnelly 
Dorgan (ND)     Downey     Durbin 
Dwyer      Dymally     Early 
Eckart      Edwards (CA)    Engel 



English     Erdreich     Espy 
Evans      Fascell     Fazio 
Feighan     Fish      Flake 
Flippo      Foglietta     Ford (MI) 
Ford (TN)     Frank      Frost 
Gejdenson     Gephardt     Gibbons 
Glickman     Gonzalez     Gordon 
Gray      Guarini     Hall (OH) 
Hamilton     Harris      Hatcher 
Hawkins     Hayes (IL)     Hefner 
Hertel      Hoagland    Hochbrueckner 
Horton     Hoyer      Huckaby 
Hughes     Hutto      Jacobs 
Jenkins     Johnson (SD)     Johnston 
Jones (NC)     Jontz      Kanjorski 
Kaptur     Kastenmeier     Kennedy 
Kennelly     Kildee      Kleczka 
Kostmayer     LaFalce     Lancaster 
Lantos      Leach (IA)     Lehman (CA) 
Lehman (FL)     Levin (MI)     Levine (CA) 
Lewis (GA)     Lipinski     Lloyd 
Lowey (NY)     Luken,    Thomas Manton 
Markey     Martinez     Matsui 
Mavroules     Mazzoli     McCloskey 
McCurdy     McDermott     McGrath 
McHugh     McMillen (MD)    McNulty 
Mfume     Miller (CA)     Mineta 
Mink      Moakley     Molinari 
Mollohan     Montgomery     Moody 
Morella     Morrison (CT)    Mrazek 
Murphy     Murtha     Nagle 
Natcher     Neal (MA)     Neal (NC) 
Nelson     Nowak     Oakar 
Oberstar     Obey      Olin 
Ortiz      Owens (NY)     Owens (UT) 
Panetta     Parker      Payne (NJ) 
Payne (VA)     Pease      Pelosi 
Penny      Perkins     Pickett 
Pickle      Poshard     Price 
Rahall      Rangel     Ray 
Richardson     Roe      Rose 
Rostenkowski     Rowland (GA)    Roybal 
Russo      Sabo      Sawyer 
Scheuer     Schroeder     Schumer 
Serrano     Sharp      Sikorski 
Sisisky     Skaggs     Skelton 



Slattery     Slaughter (NY)    Smith (FL) 
Smith (IA)     Smith (VT)     Solarz 
Spratt      Staggers     Stark 
Stenholm     Stokes      Studds 
Swift      Synar      Tallon 
Tanner     Thomas (GA)     Torres 
Torricelli     Towns      Traxler 
Udall      Unsoeld     Valentine 
Vento      Visclosky     Volkmer 
Walgren     Washington     Watkins 
Waxman     Weiss      Wheat 
Whitten     Williams     Wilson 
Wise      Wolpe      Wyden 
Yates 

NOES -- 192 
Annunzio     Applegate     Archer 
Armey     Baker      Ballenger 
Barnard     Bartlett     Barton 
Bateman     Bentley     Bereuter 
Bilbray     Bilirakis     Bliley 
Bosco      Broomfield     Brown (CO) 
Buechner     Bunning     Burton 
Callahan     Campbell (CA)   Campbell (CO) 
Chandler     Clinger     Coble 
Coleman (MO)    Combest     Condit 
Coughlin     Courter     Cox 
Craig      Crane      Dannemeyer 
DeLay      DeWine     Dickinson 
Dornan (CA)     Douglas     Dreier 
Duncan     Dyson      Edwards (OK) 
Emerson     Fawell      Fields 
Frenzel     Gallegly     Gallo 
Gaydos     Gekas      Geren 
Gillmor     Gilman     Gingrich 
Goodling     Goss      Gradison 
Grandy     Grant      Green 
Gunderson     Hall (TX)    Hammerschmidt 
Hancock     Hansen     Hastert 
Hayes (LA)     Hefley      Henry 
Herger     Hiler      Holloway 
Hopkins     Houghton     Hubbard 
Hunter      Hyde      Inhofe 
Ireland     James      Johnson (CT) 
Jones (GA)     Kasich     Kolbe 
Kolter      Kyl      Lagomarsino 
Laughlin     Leath (TX)     Lent 



Lewis (CA)     Lewis (FL)     Lightfoot 
Livingston     Long      Lowery (CA) 
Lukens, Donald    Machtley     Madigan 
Marlenee     Martin (IL)     Martin (NY) 
McCandless     McCollum     McCrery 
McDade     McEwen    McMillan (NC) 
Meyers     Michel     Miller (OH) 
Miller (WA)     Moorhead    Morrison (WA) 
Myers      Nielson     Oxley 
Packard     Pallone     Parris 
Pashayan     Patterson     Paxon 
Petri      Porter      Pursell 
Quillen     Ravenel     Regula 
Rhodes     Ridge      Rinaldo 
Ritter      Roberts     Robinson 
Rogers     Rohrabacher     Ros-Lehtinen 
Roth      Roukema     Saiki 
Sangmeister     Sarpalius     Savage 
Saxton     Schaefer     Schiff 
Schneider     Schuette     Schulze 
Sensenbrenner    Shaw      Shays 
Shumway     Shuster     Skeen 
Slaughter (VA)    Smith (NE)     Smith (NJ) 
Smith (TX)     Smith, Denny (OR)   Smith, Robert (NH) 
Smith, Robert (OR)    Snowe      Solomon 
Spence     Stallings     Stangeland 
Stearns     Stump      Sundquist 
Tauke      Tauzin     Taylor 
Thomas (WY)    Traficant     Upton 
Vander Jagt     Vucanovich     Walker 
Walsh      Weber      Weldon 
Whittaker     Wolf      Wylie 
Yatron     Young (AK)     Young (FL) 

NOT VOTING -- 3 
Brennan     Rowland (CT)    Thomas (CA) 

[Roll No. 475] 
YEAS -- 227 

Ackerman     Alexander     Anderson 
Andrews     Anthony     Aspin 
Atkins      AuCoin     Bates 
Beilenson     Bennett     Berman 
Boehlert     Boggs      Bonior 
Borski      Boucher     Boxer 
Brennan     Brooks     Browder 
Brown (CA)     Bruce      Bryant 
Bustamante     Byron      Cardin 



Carper      Chapman      Clarke 
Clay      Clement     Coleman (TX) 
Collins     Conte      Conyers 
Cooper     Costello     Coyne 
Crockett     Darden     Davis 
de la Garza     DeFazio     Dellums 
Derrick     Dicks      Dingell 
Dixon      Donnelly     Dorgan (ND) 
Downey     Durbin     Dwyer 
Dymally     Early      Eckart 
Edwards (CA)    Engel      Espy 
Evans      Fascell     Fazio 
Feighan     Fish      Flake 
Flippo      Foglietta     Ford (MI) 
Ford (TN)     Frank      Frost 
Gejdenson     Gephardt     Gibbons 
Glickman     Gonzalez     Gordon 
Gray      Guarini     Hall (OH) 
Hamilton     Harris      Hatcher 
Hayes (IL)     Hefner     Hoagland 
Hochbrueckner    Horton     Hoyer 
Huckaby     Hughes     Hutto 
Jacobs      Jenkins     Johnson (SD) 
Johnston     Kanjorski     Kaptur 
Kastenmeier     Kennedy     Kennelly 
Kildee      Kleczka     Kostmayer 
LaFalce     Lancaster     Lantos 
Leach (IA)     Lehman (CA)     Lehman (FL) 
Levin (MI)     Levine (CA)     Lewis (GA) 
Lipinski     Lloyd      Lowey (NY) 
Luken, Thomas    Manton     Markey 
Martinez     Matsui     Mavroules 
Mazzoli     McCloskey     McCurdy 
McDermott     McGrath     McHugh 
McMillen (MD)    McNulty     Mfume 
Miller (CA)     Mineta     Mink 
Moakley     Molinari     Mollohan 
Montgomery     Moody     Morella 
Morrison (CT)    Mrazek     Murtha 
Natcher     Neal (MA)     Neal (NC) 
Nelson     Nowak     Oakar 
Oberstar     Obey      Olin 
Ortiz      Owens (NY)     Owens (UT) 
Panetta     Parker      Payne (NJ) 
Payne (VA)     Pease      Pelosi 
Penny      Pickle      Poshard 



Price      Rahall      Rangel 
Ray      Richardson     Roe 
Rose      Rostenkowski     Rowland (GA) 
Roybal     Russo      Sabo 
Sawyer     Scheuer     Schroeder 
Schumer     Serrano     Sharp 
Sikorski     Sisisky     Skaggs 
Skelton     Slattery    Slaughter (NY) 
Smith (FL)     Smith (IA)     Smith (VT) 
Solarz      Spratt      Staggers 
Stark      Stenholm     Stokes 
Studds      Swift      Synar 
Tallon      Tanner     Taylor 
Thomas (GA)     Torres      Torricelli 
Towns      Traxler     Udall 
Unsoeld     Valentine     Vento 
Visclosky     Volkmer     Walgren 
Washington     Watkins     Waxman 
Weiss      Wheat      Whitten 
Wilson     Wise      Wolpe 
Wyden     Yates 

NAYS -- 203 
Annunzio     Applegate     Archer 
Armey     Baker      Ballenger 
Barnard     Bartlett     Barton 
Bateman     Bentley     Bereuter 
Bevill      Bilbray     Bilirakis 
Bliley      Bosco      Broomfield 
Brown (CO)     Buechner     Bunning 
Burton     Callahan    Campbell (CA) 
Campbell (CO)    Carr      Chandler 
Clinger     Coble     Coleman (MO) 
Combest     Condit      Coughlin 
Courter     Cox      Craig 
Crane      Dannemeyer     DeLay 
DeWine     Dickinson     Dornan (CA) 
Douglas     Dreier      Duncan 
Dyson      Edwards (OK)    Emerson 
English     Erdreich     Fawell 
Fields      Frenzel     Gallegly 
Gallo      Gaydos     Gekas 
Geren      Gillmor     Gilman 
Gingrich     Goodling     Goss 
Gradison     Grandy     Grant 
Green      Gunderson     Hall (TX) 
Hammerschmidt    Hancock     Hansen 



Hastert     Hawkins     Hayes (LA) 
Hefley      Henry      Herger 
Hertel      Hiler      Holloway 
Hopkins     Houghton     Hubbard 
Hunter     Hyde      Inhofe 
Ireland     James      Johnson (CT) 
Jones (GA)     Jones (NC)     Jontz 
Kasich     Kolbe      Kolter 
Kyl      Lagomarsino     Laughlin 
Leath (TX)     Lent      Lewis (CA) 
Lewis (FL)     Lightfoot     Livingston 
Long      Lowery (CA)    Lukens, Donald 
Machtley     Madigan     Marlenee 
Martin (IL)     Martin (NY)     McCandless 
McCollum     McCrery     McDade 
McEwen     McMillan (NC)    Meyers 
Miller (OH)     Miller (WA)     Moorhead 
Morrison (WA)    Murphy     Myers 
Nagle      Nielson     Oxley 
Packard     Pallone     Parris 
Pashayan     Patterson     Paxon 
Perkins     Petri      Pickett 
Porter      Pursell     Quillen 
Ravenel     Regula     Rhodes 
Ridge      Rinaldo     Ritter 
Roberts     Robinson     Rogers 
Rohrabacher     Ros-Lehtinen     Roth 
Roukema     Saiki      Sangmeister 
Sarpalius     Savage     Saxton 
Schaefer     Schiff      Schneider 
Schuette     Schulze     Sensenbrenner 
Shaw      Shays      Shumway 
Shuster     Skeen     Slaughter (VA) 
Smith (NE)     Smith (NJ)     Smith (TX) 
Smith, Denny (OR)    Smith, Robert (NH)   Smith, Robert (OR) 
Snowe      Solomon     Spence 
Stallings     Stangeland     Stearns 
Stump      Sundquist     Tauke 
Tauzin     Thomas (WY)    Traficant 
Upton      Vander Jagt     Vucanovich 
Walker     Walsh      Weber 
Weldon     Whittaker     Williams 
Wolf      Wylie      Yatron 
Young (AK)     Young (FL) 

NOT VOTING -- 3 
Michel     Rowland (CT)    Thomas (CA) 
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	[*H10107] (Continued) 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Florida [Mr. Bennett]. 
	 
	Mr. BENNETT. Mr. Chairman, we have a responsibility to act. The committee has done a good job in bringing before us a way in which we can act and act intelligently. 
	 
	I feel the greatest mistake this country ever made in any one piece of legislation was the 1981 tax bill, which gave great benefits to large corporations and individuals who are very wealthy and got an undue gift from the Federal Government. 
	Now, lest anybody accuse me of being antirich, at one time when I was a young lawyer in my firm we represented people like Alfred I. Du Pont, Edward Bok, Charles Doering, among the most wealthy people in this country. I never met one of them that did not feel like he should pay his just taxes. So do not bash the rich. The rich are willing to make their proper contribution. At the present time they do not do so. This bill will make an effort in that direction. 
	 
	Finally, before I close, I want to say to Members that all the tribulations we are having here today are not going to solve the fiscal situation of our country. There is only one way in which the fiscal situation in our country can be solved, and that is to eliminate programs. 
	 
	We have a lot of programs, and I am not talking about reducing programs, I am talking about cutting out programs, even good programs. We had an excellent opportunity the other day to cut out the arts and humanities. We also have programs like community development funds, the mass transit funds, and things like that. These programs are good programs but are essentially local in nature. The people are in an antigovernment mood. They are antigovernment, and have an antitax point of view. They do not want to ha
	 
	We are not answering. The country is not giving the answer that it should to our constituents. The answer that our constituents want is less government. They have a right to ask for that. Thomas Jefferson, the founder of our party, said those who are governed best are governed least. That is something we ought to be hearing today in 1990. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Texas [Mr. DeLay]. 
	 
	Mr. DeLAY. Mr. Chairman, demagog long enough and you start believing your own demagogy. The Democrats assume that Americans are stupid. The Democrats say that we are here because Reaganomics has destroyed our economy. Mr. Chairman, Americans are not stupid. They have lived during Reaganomics. They remember that policies like the Democratic proposal we have before us today destroyed our economy under Carter. After getting only a small few of his proposals, President Reagan was responsible for lowering intere
	 
	Our deficits are created by spending, not by too little revenues. Let us reject demagogy and look at the facts. 
	Our revenues have gone up since 1981 by $500 billion, but our spending has gone up by over $700 billion. It is spending that is the problem, not too few revenues. Revenues have risen by 7.5 percent and spending by 9 percent over the last 10 years. 
	 
	Americans are not stupid. The Democrats say the rich are not paying enough. Let us look at the IRS figures. They do not demagog. They know who owns what and what they pay. 
	 
	The top 1 percent of income in this Nation pay 25 percent of the total income taxes paid in this country. The top 5 percent of income in this Nation pay 43 percent. The top 10 percent of income in this country pay over 55 percent of the income taxes collected in this country. 
	 
	Indeed, the biggest target of the Democrat revenge, the 65,000 taxpayers with over $1 million in income, who represent only 6/100ths of 1 percent of all taxpayers, not only paid 11 percent of all the taxes paid, but they paid 41.3 percent of the total revenue increase in 1988. This means that the Democrats and their allies, like the Kevin Phillipses of the world, are engaged in the most astonishing and destructive, not to mention irresponsible, level of distortion on this issue. The result could be catastro
	 
	The package before us is based on demagogy, and not on facts. This is a very important week for America. We can choose the failed economics of the Carter years that almost destroyed this country, or we can reject this package and come back to the real problem, spending. We can take the Republican economics of cutting spending, increasing growth and jobs, and rejecting raising taxes on middle-income America. 
	 
	Mr. Chairman, this package will destroy our economy if it becomes law. Let us vote it down. 
	 
	Mr. PANETTA. Mr. Chairman, I yield myself 10 seconds. 
	 
	Mr. Chairman, if I might say to the gentleman from Texas [Mr. DeLay], it has been the last 10 years of Republican policies that have brought us to the point where we have to confront a record deficit. That is the problem we need to confront at this time. 
	 
	Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Mississippi [Mr. 
	Montgomery], the chairman of the Committee on Veterans' Affairs. 
	 
	[*H10108] (Mr. MONTGOMERY asked and was given permission to revise and extend his remarks.) 
	 
	Mr. MONTGOMERY. Mr. Chairman, I rise in support of the Omnibus Reconciliation Act for fiscal year 1991. I want to commend the chairman of the Budget Committee Leon Panetta for a job well done. Veterans have been asked to help our Nation reduce a tremendous budget deficit, and I believe they are willing to do their fair share. 
	 
	Pursuant to the reconciliation instructions contained in the budget resolution, the Committee on Veterans' Affairs met on Friday and adopted a package that CBO estimates will save $627 million in fiscal year 1991 and $3,602,000,000, during the next 5 fiscal years. Our committee is in full compliance with the instructions contained in the budget resolution. 
	 
	The committee faced the dilemma of weighing our budget directives against our responsibility to millions of veterans who are depending on us to preserve and protect their benefits. I believe the 
	committee met both objectives effectively, responsibly and fairly. 
	 
	We carefully studied every VA program to determine where these reductions or revenue 
	enhancements might be implemented to cause the least strain on the VA and on veterans who use its services. 
	 
	In my opinion, these savings can be absorbed without undue hardship on any one VA program or on veterans who receive benefits and use VA services. Most changes in current law would be prospective and, therefore, would protect current beneficiaries. It is a package which I believe veterans generally will understand. 
	 
	A 627-million-dollar cut in entitlements and increased revenues in the current fiscal year 1991 budget is a substantial amount; however, it is better than the alternative -- $1.2 billion under Gramm-Rudman sequestration. Our veterans' benefits system simply could not bear such an enormous blow to its budget. 
	 
	I support the savings proposals before us, not because they cut veterans' programs. I support them because they will help avert a national disaster. That is exactly what we face unless we get control of the budget deficit. We can no longer continue down the same path of fiscal irresponsibility. 
	 
	The Committee on Veterans' Affairs has complied with the mandate of the House and I believe we have done our best to come up with a proposal that will not unduly impact our Nation's veterans. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 1/2 minutes to the gentleman from North Carolina [Mr. McMillan]. 
	 
	Mr. McMILLAN of North Carolina. Mr. Chairman, I thank the gentleman for yielding and congratulate him on the excellent work he has done, as well as the gentleman from Mississippi [Mr. Montgomery]. 
	 
	Mr. Chairman, I rise in opposition to the Democratic alternative. As an original supporter of the summit agreement, it is no pleasure to point out that this Democratic proposal has predictably moved too heavily to more unfair taxes to solve the deficit. The Republican substitute, which would have achieved some 25 billion more in spending reductions, has been ruled out of the floor debate. 
	 
	There were two flaws in the original summit agreement; one was Medicare, which has been corrected by all parties. Second, the possible weight of excise taxes on middle-income people. 
	 
	The American people must be made aware that the Democratic proposal we are considering today would dramatically increase the tax burden on middle-income American taxpayers, while it 
	purports to "soak the rich." 
	 
	The second largest tax increase in the Democratic bill is postponing tax indexation, which raises $36 billion over 5 years, not on the rich, but on working Americans. 
	 
	For the middle-income American who did not want to pay roughly $14 more per year in cigarette taxes or $29 more per year in beer excise taxes, this Democratic proposal will add on this "indexation tax" on the order of $313.50 more for a couple with two children and taxable income of $34,000 per year. So much for tax fairness. 
	 
	Mr. Chairman, I supported the original budget summit because, above all of the conflicting special interests, the American people expect us to solve the deficit problem, and to do it fairly and now. Political posturing is expected and appropriate at the beginning of the budget process, or in campaigns, but the time for fun and games is over. The expectation of the American people now is for a solution. 
	 
	Mr. Chairman, I am under no illusions as to what the result of this vote is going to be today. The tax raisers will get their way. But I hope that the resulting conference will act in the national interest and produce an agreement that will attract a bipartisan majority in this House with a bill that the President can sign. 
	 
	Mr. PANETTA. Mr. Chairman, I yield such time as he may consume to the gentleman from Pennsylvania [Mr. Coyne]. 
	 
	(Mr. COYNE asked and was given permission to revise and extend his remarks.) 
	 
	Mr. COYNE. Mr. Chairman, I rise in support of the Democratic fairness alternative. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentleman from Texas [Mr. de la Garza], the chairman of the Committee on Agriculture. 
	 
	Mr. de la GARZA. Mr. Chairman, I appreciate very much the opportunity to speak briefly on this issue, and want to commend the gentleman from California [Mr. Panetta], the chairman of the Committee on the Budget, who is also a distinguished member of the Committee on Agriculture, and all of the Members who have worked very, very diligently in this endeavor on both sides of the aisle. 
	 
	Mr. Chairman, this year's long and difficult budget process has placed many unpleasant choices before us. Perhaps for no other committee have these choices been more difficult and painful than for the Committee on Agriculture which I chair. 
	 
	The budget resolution calls for agriculture spending to be reduced by $1.022 billion in fiscal 1991 and a total of $13.627 billion over the next 5 years. 
	 
	I come to the floor in support of the omnibus budget reconciliation bill and to briefly explain the agriculture title and what it contributes to the deficit reduction package and what it means for American farmers. 
	 
	For 4 long days last week the members of the Committee on Agriculture struggled in our 
	individual party caucuses, in a small bipartisan ad hoc group, and finally back to the full 
	committee to come up with a reconciliation package. 
	 
	This was the most troubling and the most painful budget debate we have ever experienced in the Agriculture Committee. You just can't reduce farm spending by 25 percent from our baseline levels without inflicting pain on somebody. We put proposals on the table, debated them, tore them apart, and put them back together again. 
	 
	We argued about how to maintain equity among the commodities as we made these cuts. We had to settle on cuts that hit the corn farmers, the wool and dairy producers, the cotton farmer, the wheat producer, the tobacco farmers, and, yes, even the much-maligned honey producer in as equitable manner as possible. 
	 
	But we made these cuts. We did it in an equitable and as fair a manner as possible. And most importantly, Mr. Chairman, the Committee on Agriculture developed a bipartisan reconciliation package. 
	 
	Mr. Chairman, I want to take this opportunity to thank Mr. Madigan of Illinois, the committee's ranking Republican, for his work, his cooperation, and his willingness to have the committee work in unison. We met the reconciliation targets and we both put our names on the letter that was sent to the Budget Committee notifying Chairman Panetta of our committee's action. 
	 
	But more importantly, I want to thank the members of the Agriculture Committee for their long hours of work, their bipartisan spirit, and yes, their strength in making the tough choices we faced. 
	 
	Mr. Chairman, the agriculture title of this reconciliation bill achieves spending reduction totaling $1.2 billion fiscal 1991, and $13.6 billion over the next 5 years. 
	 
	[*H10109] How real are these cuts? Mr. Chairman, these cuts are very real. Our proposal 
	reduces the amount acreage eligible for Government income support payments. On top of that, our proposal changes the way we calculate these deficiency payments. 
	The net result is that we are cutting the level of Government support of farmers by 25 percent from our baseline and a 25-percent cut in our farm bill. 
	 
	Mr. Chairman, no other group of Americans is giving up so much for deficit reduction. 
	 
	All the program commodities are sharing in these cuts. Wheat, corn, feed grains, cotton, and rice are all taking a hit. 
	 
	Dairy and honey producers are taking a hit. Even the farm programs that operate at no 
	Government cost, but receive Government protection, are sharing in this burden too: the sugar cane and sugar beet, tobacco, and peanut farmers. 
	 
	Mr. Chairman, these are real cuts. Income support for American farmers is being cut because there is nowhere else to cut to meet our deficit reduction goals. 
	 
	Mr. Chairman, I will note that this reconciliation language amends the House-passed farm bill. At about 4 o'clock this morning House and Senate conferees on the farm bill reached agreement on a 5-year reauthorization of our farm commodity, agricultural research, conservation, food stamps, and agricultural trade programs. 
	 
	This legislation blends with the policies agreed to in that bill and will, as called for in the budget resolution, reduce the spending in that bill 25 percent below our baseline levels. 
	 
	None of the changes we make in the agricultural title of reconciliation were made easily. This $13.6 billion package comes on top of the more than $30 billion we have been required to reduce agriculture spending by since 1981. 
	 
	Finally, I want to bring to my colleagues' attention a clause contained in the agriculture section. That clause states that changes called for in this reconciliation package shall cease to be effective on July 1, 1992, if legislation to implement an agricultural trade agreement resulting from the Uruguay round of GATT is not enacted by June 30, 1992. 
	 
	Mr. Chairman, the Committee on Agriculture added this clause with the concurrence of the chairman of the Budget Committee, Mr. Panetta, to send a signal to our trade competitors. That message is that we will not unilaterally disarm American agriculture in the face of unfair subsidies and trade barriers by other nations. In this budget document we are committed to altering our domestic policies to meet budget constraints, but we will not do this without the protection of an international trading agreement. 
	 
	Mr. Chairman, I hope my colleagues will recognize that if you don't think that agriculture is not being treated fairly in this budget process, you will at least admit that we are bearing a disproportionate share of deficit reduction. 
	 
	I remind my colleagues that if you abolish the entire Department of Agriculture -- and that would include food stamps, nutrition programs, research, and extension -- you would reduce the Federal budget by only 4 percent. All of the money we spend on farm price support programs -- what is often characterized in the press as the "subsidy for farmers" -- amounts to less than 1 percent of the total trillion-dollar-plus Federal budget. 
	 
	What we seem to forget is that farm programs have enabled us to be the best-fed people in the history of the world, and for the least amount of disposable income of any major industrialized country. 
	 
	In the package before us today, we have tried to meet our reconciliation instructions in a way that is as fair as possible to farmers. We have tried to do so without disrupting program objectives. But, without question, this package severely alters the structure of farm programs. 
	 
	The little line that barely shows up on a chart showing farm spending as part of the Federal budget just shrunk out of sight. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from North Carolina [Mr. Ballenger]. 
	 
	Mr. BALLENGER. Mr. Chairman, at this time of economic anguish here in the United States, on the verge of a recession, the worst thing we can do is to raise taxes. The Democrat reconciliation package includes $93.6 billion in tax increases that will shrink credit, raise interest rates, and guarantee that recession. 
	 
	With layoffs occurring everywhere in the United States, you would think this tax sacrifice asked of the American people would be supported by a decrease in the size of the Federal Government. With our troops in the field, the only cuts in the Democrat package are in defense. The rest of the Government continues to grow. 
	 
	This is obviously the opposite of what the American voter wants. I hope the voters recognize this before the election and before the depths of the recession created by this Democrat package. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes and 30 seconds to the gentleman from Oregon [Mr. Denny Smith], a member of the Committee on the Budget. 
	 
	(Mr. DENNY SMITH asked and was given permission to revise and extend his remarks.) 
	 
	Mr. DENNY SMITH. Mr. Chairman, taxpayers know that this is a recipe for disaster. This economy cannot take a tax increase as planned by the House Ways and Means Committee. We should not even be in this position. 
	 
	If we had frozen the growth in spending, the budget would be balanced now. A fair and simple approach, stop the growth in the Federal bureaucracy. Even starting this year we could get substantial savings, a $77 billion increase in revenue from economic growth. That could be applied to the deficit for deficit reduction and would eliminate the deficit in 4 to 5 years. 
	 
	 
	Instead, the free spending by the Democrats continues. Even under this much ballyhooed deficit reduction package, we have a $15 billion increase in discretionary spending. We have a $50 billion increase in entitlements. It completely wipes out any advantage of increase in revenue from a productive economy. 
	 
	The President may buy off on this package, but I refuse to swallow this package. This package of Democrat assumptions, Democratic provisions, and Democrat philosophies of government is about to raise taxes over $170 billion first and then ask questions later. 
	 
	My opposition is not an attempt to protect any segment of our economy. No new taxes means no taxes for anyone, not the largest tax bill ever devised. The costs are passed on to the taxpayers at every opportunity, but our Government gets no smaller. This is business as usual. 
	 
	Behind my no-new-taxes stance are some fundamental assumptions: Less government; not more. People should be given the opportunity and incentive to make their own decisions about their own lives. Before throwing more money at this huge bureaucracy, we must make it more responsive. 
	 
	I urge my colleagues to vote no on this proposal. We need a flexible freeze on spending. Balance the budget with no new taxes. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentlewoman from 
	Connecticut [Mrs. Kennelly]. 
	 
	Mrs. KENNELLY. Mr. Chairman, this is an important afternoon. We vote on hundreds of matters in this Chamber afternoon after afternoon. But this vote is particularly important because it is going to affect the people of this Nation for a long time. 
	 
	It is not an easy vote. When we are talking about increasing taxes and cutting programs, it is very difficult. This vote is going to make the people in our districts unhappy, people who are just trying to make ends meet and do not need any new taxes. But the process must go forward. 
	 
	I went home this weekend and here is what my people told me: "Go back there. Do what you have to do. Get a budget." 
	 
	Recently we watched on television, as many of our people did at home, the program on the Civil War. It was a difficult time then, but there were people in this Chamber like there are today that made the process work. Last night they covered on television [*H10110] Watergate again. A difficult time, but again there were people who made the process work. 
	 
	This time is no different. Deficit reduction is hard but we must do it. 
	Also, let me point out, Mr. Chairman, some of my constituents say pass a budget because your President, my President, the President of all of us should focus his attention on the Middle East. He should not be worrying about whether he is going to close down the Government again or whatever he is not. He should be worrying about making sure that we resolve the situation in the Middle East, diplomatically or economically, but so that we do not find ourselves in a war that he did not have his total attention o
	 
	The third reason I think we have to say something this afternoon why this is not so embraceable is the fact that Congress has only had a few weeks to try to put this package back together. Of course, in January we had the budget, and then we had the summit, and then we had the minisummit, but what we have before us today is probably by far the fairest budget we can do. I really think, Mr. Chairman, we have to get a majority of the votes this day, get it into conference and get it out again, and go home. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from California [Mr. Rohrabacher]. 
	 
	(Mr. ROHRABACHER asked and was given permission to revise and extend his remarks.) 
	 
	Mr. ROHRABACHER. Mr. Chairman, America has two alternatives -- we are told the Republican alternative doesn't meet the President's deficit reduction challenge. So the House won't even have the chance to vote on it. 
	 
	We are told the Democratic alternative is better, even though its supporters obviously don't think it can withstand head on head competition. 
	 
	Mr. Chairman, contrary to what we are being told the Republican alternative lowers the level of deficit spending. The Democratic tax and spend proposal will do little work than tax us into recession, leaving us with a higher level of deficit spending. 
	 
	The Republican proposal is progrowth, antirecession, and encompasses spending controls and process reform. 
	 
	The Democratic plan is soak the rich rhetoric, then business as usual tax, spend, and decline. Anyone who believes this antiprogress and anti-take-home-pay scheme will actually reduce the deficit should be in the market for cheap junk bonds or a gulf-view condo in Kuwait. 
	 
	The Democrat plan will push the economy over the edge and when we are in recession and the deficit mushrooms they will be pointing fingers, instead of looking in mirrors. 
	 
	The Republican alternative keeps faith with the taxpayers and with the retirees, and with the young people who will be looking for meaningful employment *** young people who will be taxed out of jobs by the Democrat tax and spend scheme. 
	 
	Its time to quit trying to mobilize support for high tax programs by cultivating envy. The 
	Republicans have a positive alternative, let's bring down the deficit by controlling spending, not raising taxes. 
	 
	The American people are not fooled by all this tax the rich rhetoric. The Democrats have been in control of this House for decades. All the tax hikes and loopholes were not put in place by the Republican minority. We cannot even get our bill on the floor for an honest vote. 
	 
	Finally, next year when our people are suffering recession, they will know who to blame for no jobs and increasing deficits, it will be the Democrat Party who refused even to permit an alternative from being considered, who will bare the blame. And all your talk about the wicked 1980's won't change the fact that you have taken America back to the depressing 1970's. 
	 
	Mr. PANETTA. Mr. Chairman, I yield myself 15 seconds just to make clear that the Republicans were not denied the opportunity to offer an amendment. They were denied the opportunity to offer an amendment that did not meet the numbers. 
	 
	They could have fashioned it in any way they wanted as long as they met the numbers. So this is not the issue of whether or not they had the opportunity to offer an amendment. 
	 
	We wanted them to offer one that met the numbers that the President wanted us to achieve in terms of deficit reduction. 
	 
	Mr. Chairman, I yield 2 minutes to the gentleman from Maryland [Mr. McMillen]. 
	 
	(Mr. McMILLEN of Maryland asked and was given permission to revise and extend his remarks.) 
	 
	Mr. McMILLEN of Maryland. Mr. Chairman, I rise in support of the Rostenkowski amendment and want to commend the gentleman from California. 
	 
	As had been said many times today, it is not a perfect agreement. Passing it sends a signal to the world that we, in fact, can govern and that we can govern with fairness. Remember, my Republican colleagues, the outline of what the President and the Democratic leadership agreed to, $350 billion in spending cuts over 5 years and $150 billion in revenue. We must make sure that we enforce that formula. 
	 
	I would like to refute a couple of arguments that have been made on the other side that 
	spending is out of control over the last 9 years. If we look at a chart from the Congressional Budget Office, we will see that interest has grown in the last 9 years by 146 percent. This is the reason why we have a deficit. The S&L scandal, the HUD scandal are costing this Government billions of dollars, and the 1981 tax cut that eroded the revenue base of the Federal Government is costing us billions of dollars. 
	 
	In fact, if we look at this chart, look at outlays minus interest, true spending, spending has 
	grown by 59 percent, but revenues have gone up by 65 percent, so clearly spending has not been out of control. The fact is we do not have enough revenue, and that is what the President has agreed on. 
	 
	We must be realistic. Let us put away our electioneering, our partisanship and move forward with a budget. 
	 
	The second point I would like to make is that if we add this tax increase of $150 billion that the President has agreed on, somehow we are going to throw this country into a recession. We are talking about $19 billion in 1991, less than 2 percent of the budget of the U.S. Government, not only next year, but through the 5 years. If that throws this country into a recession, this country is in a lot worse shape than I thought it was, and it means that we ought to do something serious about the deficit today. 
	 
	That is why I urge the passage of the Rostenkowski package. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield myself 1 minute. 
	 
	Mr. Chairman, the distinguished chairman of the Committee on the Budget spoke a moment ago and said that our amendment did not conform to the summit agreement. 
	 
	I must tell the Members that there is nothing that is being presented on this floor that conforms to the summit agreement. The committee bill and the Rostenkowski amendment do not conform. 
	 
	I must further tell the Members that, based against the CBO baseline, there is no alternative today that exceeds $500 billion or reaches it. It is only the expanded summit baseline that makes this package before us equal to $500 billion savings. 
	 
	The reason it makes $500 billion is because the majority was willing to take the baseline from the summit, and to take $500 billion from the summit, but not to take the rest of the summit agreements. 
	 
	What they are telling us is, "You cannot offer an amendment unless you do the same dumb things we Democrats have done." We Republicans are unwilling to do that, and we will let the public decide whether it was fair for them not to let us offer our amendment or not. We are not going to let Democrats decide what was fair. 
	 
	Mr. Chairman, I yield 3 minutes to the distinguished gentleman from Indiana [Mr. Hiler]. 
	 
	Mr. HILER. Mr. Chairman, I thank the gentleman for yielding me this time. 
	 
	Mr. Chairman, I have been in this body for 10 years, and I must say there have been very few times where [*H10111] the difference between the parties has been as clearly indicated as it is today. 
	 
	Earlier today the Republicans tried to bring up on this floor a budget proposal which would reduce spending by nearly $410 billion over the next 5 years as our plan to try to get a handle on the deficit, no tax increases. 
	 
	The Democrats, on the other hand, are bringing proposals forward which would increase taxes by nearly $170 billion. The gentleman from Maryland who spoke just a short few minutes ago, I think, clearly articulated the differences. He said the problem we have is not that our spending is out of control, it is that we do not have enough revenues. That is clearly the difference between the parties today. 
	 
	The Democrats continue to believe that we have a shortage of taxes, and the Republicans 
	continue to believe we need to strive for more spending cuts. 
	 
	I believe, as the gentleman from Minnesota has said, that the American public will side with our side. 
	 
	But getting beyond the tax-and-spend, and spend-and-tax aspects of this, I think it is sheer lunacy, with an economy on the ropes, with $40-a-barrel oil, to be worried about the deficit in 1995. We ought to be concerned about a recession in 1991. 
	 
	There is absolutely nothing in this package that we are debating today that will help us prevent that recession in 1991. I have yet to hear of a single economist say that if we pass this deficit reduction plan there is going to be a big dramatic decrease in interest rates. 
	 
	We have heard maybe, maybe 25 basis points in short-term rates. My friends, anybody who 
	believes a drop in interest rates of 25 basis points in short-term rates will keep us out of a 
	recession is acting in a different world than I think the rest of us are acting in. 
	 
	Vote the proposal down. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the gentleman from New York [Mr. Weiss]. 
	 
	(Mr. WEISS asked and was given permission to revise and extend his remarks.) 
	 
	Mr. WEISS. Mr. Chairman, I thank my friend for yielding me this time. 
	 
	Mr. Chairman, I want to compliment Mr. Panetta for the masterful job he did in getting us to this point, and to compliment the gentleman from Illinois [Mr. Rostenkowski], chairman of the Committee on Ways and Means, for the amendment which he will be offering which I think will present the American people as well as this body with a fair budget and tax proposal. 
	 
	Those who partied during the Reagan years will now be expected to pay their fair share. 
	 
	But now let me ask: How is it that the Republicans all of a sudden have found a way of dealing with their crisis of not being able to get together? Up until yesterday their position was that they were not going to offer any package at all. 
	 
	That would not have sounded very good, so they came up with a solution. They offered a 
	package which could not be accepted, could not be accepted because the President has said, and here we are 3 days away from the deadline, the President has said that unless his parameters, $500 billion deficit reduction over 5 years, are met, he will veto the reconciliation package. 
	 
	So what do the Republicans do? They come forward with a $410 billion package, no taxes. How do they get to that point? 
	 
	Rollcall, which is the congressional newspaper, spells it out, headline, "GOP Strategists Advise Hill Republicans in Tight Races to Run Against the President." That is what they are doing at this point. They are not running against us. They are running against the President of the United States, the President of their own party. 
	 
	It seems to me that if we want this process to move forward, to adopt a fairer package, to keep the Government from being shut down again, the thing to do is to adopt the Democratic package and ignore the rule-or-ruin tactic that the Republicans are trying to foist on us. 
	 
	MR. CHAIRMAN, THE CRUX OF BUDGET DEBATE IS THIS: WHO PAYS MORE? 
	 
	DO WE REDUCE THE BUDGET DEFICIT BY TAXING MOM, DAD, GRANDMA, AND GRANDPA, AND LEAVE THE MILLIONAIRES LARGELY UNTOUCHED? 
	 
	OVER A WEEK AGO, THIS HOUSE SAID "NO." 
	 
	TODAY, WE HAVE A CHANCE TO PROVE THAT WE CAN REDUCE THE BUDGET DEFICIT, AND WE CAN DO IT FAIRLY. THE THRUST FOR A PROGRESSIVE BUDGET PACKAGE IS UNSTOPPABLE. 
	 
	LET'S BE SURE OF 1 THING. THERE IS A WORLD OF DIFFERENCE BETWEEN THIS DEMOCRATIC BUDGET PACKAGE AND THE BUSH ADMINISTRATION'S. THE DEMOCRATIC BUDGET RAISES, $16 BILLION IN REVENUES FOR FISCAL YEAR 1991, $10 BILLION OF WHICH COMES FROM THE 1 PERCENT OF AMERICANS WITH THE HIGHEST INCOMES. THE BUSH BUDGET SOUGHT $20 
	BILLION IN REVENUES, BUT ONLY $3.2 BILLION FROM THE TOP 1 PERCENT. 
	 
	APPARENTLY, THE BUSH ADMINISTRATION'S CONCEPT OF BALANCING THE BUDGET IS HAVING THE LOWER- AND MIDDLE-INCOME PEOPLE PAY FOR THE TAX INCREASES, SEE THEIR MEDICARE PAYMENTS INCREASED, AND WATCH THE TAX CREDITS FALL TO THE WEALTHY. 
	 
	THE CLOCK HAS RUN OUT ON THE REAGAN PARTY FOR THE RICH. WHILE WE WERE ON REAGAN'S WATCH, THE SIZE OF THE FEDERAL DEBT DOUBLED, THE NUMBER OF MILLIONAIRES DOUBLED, AND ONE OF THE MOST CORRUPT ADMINISTRATIONS IN U.S. HISTORY SEVERELY DAMAGED THE FEDERAL GOVERNMENT. 
	 
	PRESIDENT BUSH WANTED TO KEEP THE PARTY GOING WITH HIS BUDGET PACKAGE. BUT, IN 1990, CONGRESS WILL NOT CONTINUE TO WINK AT THE RICH AND FAMOUS OF THIS COUNTRY, WHILE SOCKING IT TO THE MIDDLE CLASS AND THE WORKING POOR. THE AMERICAN PEOPLE MUST BE CLEAR ON THIS POINT. 
	 
	IT IS A COLOSSAL POLITICAL BLUNDER ON THE PART OF THE REPUBLICANS TO CATER TO THE WEALTHY WITH TAX CUTS AND TO DEFEND THE TAX BUBBLE. IT'S TIME TO MAKE THE WEALTHIEST 1 PERCENT PAY THEIR FAIR SHARE AND BURST THE TAX BUBBLE. 
	 
	LET'S VOTE FOR THIS BUDGET PACKAGE. LET'S REDUCE THE BUDGET DEFICIT. AND LET THE ONUS BE ON PRESIDENT BUSH IF HE INSISTS ON VETOING A BUDGET PACKAGE THAT IS PROGRESSIVE AND FAIR, AND LET HIM EXPLAIN IT TO THE AMERICAN PEOPLE. THE ULTIMATE QUESTION STILL REMAINS: WHO WILL PAY FOR THE REAGAN REVOLUTION? 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 1/2 minutes to the distinguished gentleman from Texas [Mr. Armey]. 
	 
	(Mr. ARMEY asked and was given permission to revise and extend his remarks.) 
	 
	Mr. ARMEY. Mr. Chairman, I thank the gentleman for yielding. 
	 
	Let me make a quick static comparison of the two propositions, well, the one proposition before us and the one that should have been before us, using the CBO static scoring method sanitized for the insular world of Washington politics. 
	 
	The package before us, the package granted permission to be brought to the floor by the 
	Committee on Rules controlled by the Democrat Party, ask us to vote $170 billion with increased taxes in order to achieve what is scored as $483 billion worth of reduced deficits. 
	 
	We were denied the right to bring a Republican alternative that would have had no increase in taxes, and would have been scored to reduce the deficit by $410 billion through spending cuts alone. That means there are $97 billion more in spending in the Democrat package brought to the floor than what would have been in the Republican package that was not brought to the floor. There are $127 billion in taxes in the Democrat package brought to the floor that are not in the Republican package that was denied the
	 
	What is real is that there are real tax rate increases. There are real spending increases. These will survive when we move from Washington to the real world. However, when we get this package in implementation in the real world, should this package be passed, historical precedent tells Members that in the dynamics of the real world, the spending will go up more than what is projected. The tax receipts will go down. We will have an unrealized deficit reduction. The economy will be in a recession, and all tha
	 
	Mr. PANETTA. Mr. Chairman, I yield 4 minutes to the distinguished gentleman from Michigan [Mr. Wolpe]. 
	 
	[*H10112] (Mr. WOLPE asked and was given permission to revise and extend his remarks.) 
	 
	[Mr. WOLPE addressed the Committee. His remarks will appear hereafter in the Extensions of Remarks.] 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the distinguished gentleman from Florida [Mr. James]. 
	 
	(Mr. JAMES asked and was given permission to revise and extend his remarks.) 
	 
	Mr. JAMES. Mr. Chairman, time is running out on us. It is the middle of October, and still the Congress has not passed a budget. It is a shameful situation. But what is even more shameful is the fact that the Democrats in Congress continue to advocate a tax increase as the solution. They try to shroud the justification for this in talk of tax fairness and equity, but it is not true. The bottom line is that their proposals to add new taxes are being made to cover the fact that they cannot find the will to co
	 
	I have heard a lot of talk about tax fairness that everyone needs to pay their fair share. 
	 
	All of these things of course are true. But the cure proposed by the Democrats is wrong. If you want to eliminate the bubble, eliminate it, that's fair. But do not use that as the excuse to raise taxes on the middle class. What is not fair is the practice of increasing spending and then using class warfare as a justification for raising taxes to cover it. At a time when our economy is slowing down, we do not need higher taxes. And at a time when the fabric of our society is being strained, we do not need to
	 
	The Republicans have a better solution: let us cut spending. It is the only real solution to the problem. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 1/2 minutes to the gentleman from North Carolina [Mr. Price]. 
	 
	(Mr. PRICE asked and was given permission to revise and extend his remarks.) 
	 
	Mr. PRICE. Mr. Chairman, I rise in support of H.R. 5835, the Omnibus Budget Reconciliation Act, along with the Democratic alternative amendment which drops several revenue provisions and reduces the amount to be taken out of Medicare. 
	 
	Our budget chairman, Mr. Panetta, said earlier today that this is perhaps the toughest vote we will have to cast all year. Mr. Chairman, I am a member who feels that. Our country has taken a decade-long holiday from fiscal responsibility, and it is a painful and difficult process to turn that around. But the alternative, is the President himself has finally recognized, is fiscal ruin, further deterioration of our dangerously weakened economy. We simply must act, and act decisively. There is no other respons
	 
	That is why the attitude of our Republican colleagues is so disappointing. They have been unable to come up with a package that does the job. They know that even $500 billion over 5 years I deficit reduction would not completely solve our problem, and yet they say that is too much; they simply cannot put a plan together. So they fall back on the stale rhetoric of the past, trying to mask the fact that they do not have a genuine alternative to put on the table. 
	 
	Well, the Rules Committee did the right thing in saying that the only alternatives that can be offered are those which meet the ground rules laid down by the President and leaders of both parties -- namely $500 billion in defict reduction. If the Rules Committee said to us Democrats, "You can miss the target by $100 billion," then of course we could spare ourselves some political heartburn as well. But we wouldn't get the job done that the American people rightly expect us to do. 
	 
	The fact is, Mr. Chairman, despite all the rhetoric about taxes, that this is a package that mainly relies on spending cuts -- two-thirds of the $500 billion in savings. It is not primarily a tax package, but a package of spending cuts and enforcement measures that will send a long overdue signal that America's decade of fiscal irresponsibility is over. 
	 
	This package is also fairer than many suggested it would be when the budget resolution was adopted 2 weeks ago. The Ways and Means Committee had taken full advantage of the flexibility the summit agreement and the budget resolution gave them, and the result is a package that shares the burden of deficit reduction far more equitably. The gasoline tax increase is gone -- entirely. The home-heating oil tax is eliminated. The most onerous Medical reductions have been removed. And we are finally going to ensure 
	 
	Yes, Mr. Chairman, it is a tough vote, but it is also a necessary vote. It is a vote that will 
	separate those who simply talk about fiscal responsibility and defict reduction from those who are determined actually to do something about it. It is time to stand up for our children and grandchildren and to stop passing to them the bill for our excesses. It is time to muster the courage to pass a true deficit reduction package, so that we can get to work on the numerous challenges facing our country. I urge a "yea" vote. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Illinois [Mr. 
	Fawell]. 
	 
	(Mr. FAWELL asked and was given permission to revise and extend his remarks.) 
	 
	Mr. FAWELL. Mr. Chairman, it seems to me that one just cannot be responsible insofar as the majority is concerned if one is against raising taxes. In the final analysis, there is a not a finer man or a harder worker in this body than the gentleman from California [Mr. Panetta], but what he has in his reconciliation bill is a giant tax increase and the usual promises for "out-year" spending restraints. 
	 
	I have not yet seen real deficit reduction since I have been in Congress, and I am in my sixth year now. I have seen a lot of new taxes. They are for real. They come with the summit agreements which are presented to Congress from time to time. I have seen all these pledges about out years, that we will have spending constraints and so forth and so on. That has never happened. Indeed, I think the majority is absolutely incapable of real spending cuts or ever eliminating a program. The bias in this body is fo
	 
	As a Member of Congress, and mostly I am talking to the majority party, we have got to look in the mirror and we have to see that we, ourselves, are the overspenders. We can't blame anyone else. We, the Congress, the majority party basically, is responsible for the fact that in 1990, this "out-year" of previous summits and of Gramm-Rudman, for instance, ran up a $220 billion deficit when we were supposed to have a big fat zero! That does not count $135 billion in borrowing from trust funds. That is $355 bil
	 
	I speak to you people on the other side of the aisle. You have not balanced a budget for 20 years in a row. How do you justify that? You are in control here. And you have got a $290 billion in interest on the national debt that you have to pay out each year for nothing -- to transfer to the very rich, because that is the amount of interest payments owed in 1991 to the foreign and domestic investors. 
	 
	I mean, can you not once in a while look in the mirror and see that you have been prolifigate in overspending and the reason we have got to pay out $290 billion per year that buys nothing is because we have not been able to control our chronic overspending? 
	 
	It is time that we looked at overspending and had some respect for the evil it represents. It is time for line-item [*H10113] veto power for the President, and real budget reform and, yes, elimination of low-priority programs and a prescription on new Federal spending. None of that is in your reconciliation bill and without those reforms all of your promises to control outyear spending in 1992 to 1995 mean nothing. We know that from experience. 
	 
	Mr. PANETTA. Mr. Chairman, I yield myself 5 seconds to just urge the gentleman to look at the overall package, because two-thirds comes out of spending restraint and 30 percent comes out of revenue, so I think it is a pretty balanced package. 
	 
	Mr. Chairman, I yield 1 minute to the distinguished gentleman from Michigan [Mr. Conyers], the chairman of the Committee on Government Operations. 
	 
	(Mr. CONYERS asked and was given permission to revise and extend his remarks.) 
	 
	Mr. CONYERS. Mr. Chairman, I rise in support of H.R. 5835. In its final form, after all the amendments are adopted, it will be a good bill given the limitations placed on the legislative branch to reach agreement with a President more intent on preserving the privileges of the wealthy than on rebuilding our economy and restoring fairness. 
	 
	I had hoped to be voting today for a package that is not only fiscally responsible, but also makes major new investments in our people, realizes the full possibilities of an end to the cold war, and fully recovers from the wealthy what was stolen from the rest of the American people during the greedy days of the 1980's. 
	 
	However, with the adoption of the Rostenkowski amendment on revenues and entitlements, I believe this bill represents a significant step in the right direction. 
	 
	Mr. Chairman, as the chairman of the Committee on Government Operations which has principal jurisdiction over reforms to the budget process, I also am here to offer my views on title XIV of the reconciliation bill, which makes extensive revisions to the Gramm-Rudman-Hollings law and to the Congressional Budget Act. 
	 
	It is not easy for me to come before this body to speak in favor of including this title into the Reconciliation Act. In a very real sense we are creating Gramm-Rudman-Hollings 3. I opposed the original Graham-Rudman-Hollings law in 1985. I opposed the revisions made in 1987. And if I could have my way today I would propose a significantly different budget process reform bill. 
	 
	But this title, like the budget resolution the House passed last week, is a product of extensive negotiations with the administration at the budget summit. Budget task force meetings among relevant House committees have worked out the details of title XIV. Everyone knows the fate of the summit agreement is intimately linked with the budget process revisions and enforcement provisions of this title. 
	 
	There are two important provisions in this title the American people should know about. First, the surplus in the Social Security trust fund will no longer be able to be used by this "read my lips and read my hips" President to mask the true size of the deficit. Truth in budgeting will be advanced and the elderly better protected. 
	 
	Second, the administration will no longer be able to manipulate economic assumptions and overestimate tax collections, in order to trigger a sequester to reduce the deficit. As a result, Congress should no longer face the demagoguery of the White House as it tries to blame the Congress for causing a sequester which in reality is caused by unrealistic numbers from OMB. 
	 
	The changes envisioned by this title will undoubtedly create a straitjacket approach to Federal budgeting. This probably will ensure that greater deficit reduction is achieved than in previous years. On the other hand, it will take a great deal of discretion away from Congress when it comes to setting spending and revenue policy. 
	 
	For the next 3 years, and perhaps for the next 5 years, our hands will be tied tight. We will have little opportunity to raise new taxes to pay for our mounting social needs, to take advantage of what should be a large peace dividend, and to fund new investments needed to meet our urgent human needs and to make our work force more productive. And outside of today's vote on the Rostenkowski amendment, we will also have little ability to recoup the huge tax breaks which the wealthy have received over the past
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Iowa [Mr. Lightfoot]. 
	 
	(Mr. LIGHTFOOT asked and was given permission to revise and extend his remarks.) 
	 
	Mr. LIGHTFOOT. Mr. Chairman, I thank the gentleman for yielding this time to me. 
	 
	Mr. Chairman, we have heard a lot of discussion this afternoon about the numbers. We have heard a lot of glowing rhetoric of why one package is good and why one package is bad. I would suggest that people who are watching this should listen to 10 percent of it, the other 90 percent of it put in the trash can where it belongs. 
	 
	But for just a moment, why are we having this discussion today? I would suggest to my 
	colleagues that it boils down to the simple fact that the Democratic leadership in the Congress does it deliberately in a premeditated plan to force us into government by crisis. When we get into a situation where we have government by crisis with the constant threats of shutting down the Government, who wins? 
	 
	The answer is, the senior Democratic leadership who wishes to push through a package loaded up with all the wonderful goodies that they want, with all the wonderful taxes that they want. The bottom line of what we have done is make a shambles of representative government because people with different opinions and different ideas who were sent here to express those opinions are effectively shut out of the process. 
	 
	I think what we have seen displayed here today, the sheer raw power, the sheer arrogance, the sheer push to see that only one package is brought to this floor, is the best demonstration that you can ever see of what is happening in the Congress of the United States, where quite frankly we have four or five men in senior leadership positions who are ruling this country, effectively shutting the American people out. It is time for a taxpayers' revolt. I am ready to sign up. 
	 
	Mr. SLATTERY. Mr. Chairman, I yield 2 minutes to the gentleman from North Dakota [Mr. Dorgan]. 
	 
	Mr. DORGAN of North Dakota. Mr. Chairman, I thank the gentleman for yielding this time to me. 
	 
	Mr. Chairman, I have been listening to this debate in my office. It was interesting to think that this country is literally drowning on debt. It is almost like a Titanic headed for an economic iceberg. The debate here is quibbling about room service. 
	 
	When, oh when, is there going to be a wake up call for everybody in this Government? Each side has something to offer in this debate. 
	 
	Yes, we ought to cut spending. Of course, we ought to cut spending, and we do so in our 
	package. You are right about that; but yes, we need more revenue. Will you not wake up? We must have more revenue as well. The goal, after all is to reduce the national debt by $500 billion -- not some trifling sum. 
	 
	I have been about 10 minutes on the floor and I have heard the words hatred, jealousy, class warfare. What tired foolish empty rhetoric from people who apparently have walked away from responsibility to govern. 
	 
	The President sent a budget down here and not one of you on the other side offered it. We made in order a rule that said you could offer it not just that budget -- you can tinker with it, you can make changes, and you did not offer it. 
	 
	Now we have allowed the Republicans who went to the Rules Committee and said, "We want to offer an alternative today, but we can't come up with the $500 billion; $400 billion is our plan. We want to borrow $100 billion more and have the grandchildren pay for it. 
	 
	What kind of a plan is that? 
	 
	Then you stand on the floor and blame the Democrats. In ranching country we have a saying that describes [*H10114] that kind of a proposal. "All hat and no saddle." 
	 
	Why do we not decide to get the best of that both sides have to offer? Why do we not put 
	something together that heads this country in the right direction, that really does reduce the deficit? After all, good government is much more than good sloganeering. Let us decide today to join hands and take the best ideas from each side. The best that both have to offer and put this country back on track. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Florida [Mr. Grant]. 
	 
	Mr. GRANT. Mr. Chairman, I want my colleagues on this side of the aisle to know that I know the gentleman from California [Mr. Panetta]. I believe that his motives are entirely good in this effort. I know him. He is a decent and honorable man. I think the issue here is that we just fundamentally disagree on how we ought to be approaching the solution to this budget issue. We at least have agreed on one thing, and that is that we need to balance our budget. 
	 
	There are just four ways that we can do it. We can increase taxes. We can cut spending. We can increase productivity, or we can do some of those three. 
	 
	The Democrats have said, well, let us raise some money, $150 billion or $180 billion over 5 years. Let us cut some spending and it will add up to $500 billion deficit reduction over 5 years. 
	 
	Those of us who are Republicans have some problems with their specifics. In the first place, we do not think we need to raise taxes. We pretty much dislike the fixation that has been put here on the rich against the poor. The fact is, we do not want to tax anybody, rich or poor. 
	 
	There is a simple fact here, too. There are just not enough rich people to go around to spread that much taxes. Instead, we think there is a better way. We can cut Government spending. We can freeze spending levels, and that is real freezes, not spending adjusted for the cost of continued programs, not the silly way, but freezing real spending. 
	 
	We can cut foreign aid. In our program, if we were allowed to offer it, it would have cut foreign aid by $10 billion. 
	 
	We could have cut defense by $170 billion. Then we could have cut some entitlement programs on which most of the Democrats and Republicans agree. 
	 
	The fact of our argument today is that we just do not think we ought to stop at this point, that we are being forced to stop at this point. We would have preferred to continue the negotiations a little further or even had a vote on our proposal. 
	 
	Now, I did not vote to sequester the Government. I voted for those extensions of the 
	Government. I thought it was reasonable to do so and would have done so again. 
	 
	I think what we need at this point, Mr. Chairman, is just a little more time. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the distinguished gentleman from Florida [Mr. Smith]. 
	 
	Mr. SMITH of Florida. I thank the chairman for yielding, and I wish to pay tribute, great tribute for the incredible amount of work and effort that the chairman has put into this. 
	 
	Let us not talk to each other with our own words. Let us hear from somebody else, an interested observer, the editorial in this week's U.S. News & World Report, and I quote: 
	 
	George Bush dramatically asserts that our nation may not survive the "cancer" of the deficit and solemnly advises us: "When you get a bill, the bill must be paid. When you write a check, you're supposed to have money in the bank." Well, Mr. Bush, America has been writing checks without money in the bank for the 10 years you have been Vice President and President. If deficits were so dangerous, where were you when the Deficit Decade added more than $2 trillion to the national debt? No wonder this turnaround 
	 
	Mr. Bush loses more credibility as a fair guardian of the Treasury by his obsession with 
	maintaining the lowest rates that the very rich pay and reducing the capital-gains tax; even Republicans acknowledge that such measures would increase the deficit by $19 billion over five years. His justification for lower taxes for the rich is that this would actually help middle and lower-income groups by stimulating the overall economy and creating jobs. 
	 
	Remember that, trickle down? Are you all wet enough yet? 
	 
	How's that? In the 1980s, when we had low marginal tax rates for the rich, growth rates for the GNP, productivity, savings and investment all went down, compared with the three previous decades when deficits were lower and tax rates were higher. Without the huge increase in second earners, mainly women, there would have been no increase at all in real family income. The truth is that the economy benefits more from lower deficits and lower interest rates than it does from lower marginal tax rates, higher def
	 
	That is a disinterested observer of this process. 
	 
	We are here after 10 years because of profligate defense spending and two ill-advised tax cuts pushed by two Republican Presidents, supported by the bulk of the Republicans in this House. 
	 
	Mr. Chairman, it is time to pay the bill. It was a mistake. Now we are trying to cure it. We have got a package of spending cuts and tax savings by virtue of putting back where it belongs the tax rate on people who can afford to pay and not have the middle class get it once again. And the reality is when it comes to step up to the plate to hit that ball, make a home run for America, the Republicans are nowhere to be found. Democrats are going to do this. 
	 
	If that is what it is going to take, oh, yes, we will do it. And it is not anything that has to do with taxes, that the American people are upset about; it is that they are upset that taxes are being paid by them and not by people who can afford it more. 
	 
	We are going to rectify that, whether you like it or not, whether the President likes it or not. It is going to be rectified, and the people of this country are going to have a progressive tax system that works for America. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 3 minutes to the chairman of the Republican conference, the distinguished gentleman from California [Mr. Lewis]. 
	 
	Mr. LEWIS of California. Mr. Chairman, I would remind the gentleman from Florida that it has been the Democratic Party that has dominated this House for 40 years. The House, by our Constitution, pases appropriation bills. They have their origin here. If the deficit is the result of spending, and I think the public understands that, it clearly lies in the laps of the Democratic majority. 
	 
	Mr. Chairman, the liberal Democrat leadership plan is a half baked recipe for recession. It 
	cynically panders to the poor, while extending Democratic rhetoric to soak the rich. Twice cynical because their 10 percent tax on those who earn over $1 million raises little money and has the purpose of diverting attention from a cleverly crafted provision to increase taxes on the backs of working Americans. 
	 
	Tax rates rise from 28-33 percent and hide their plan to return to bracket creep. Remember bracket creep -- whereby inflation pushed working families through upper brackets because of inflation alone? That is the time bomb hidden in this political plan crafted with elections only 3 weeks away. 
	 
	To the liberal Democrat leadership -- it's your choice as we go to conference. Will your majority in both Houses decide to govern or will it be business and politics as usual? 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Montana, [Mr. Williams]. 
	 
	Mr. WILLIAMS. I thank the chairman for yielding. 
	 
	Mr. Chairman and my colleagues, the American people have denied the Republicans the majority leadership in this Congress for a third of a century. Today we are witnessing the reason for that. The Republicans in this House do not conduct themselves as the loyal opposition. They are not a political party attempting to govern.  
	 
	The Republicans in this House are a political terrorist SWAT team. They have taken their own President hostage, and they are using him as a shield against the American voter. 
	 
	By failing to even develop a budget that meets the Gramm-Rudman budget summit 
	requirements for deficit reduction, the Republicans have adopted a scorched-Earth position of [*H10115] opposing everything, their own President, the Senate, and the House. 
	 
	These Rambos of the right, unable to govern, have no plan to offer, want no compromise, seek no consensus. They desperately intend this mindless assault of political terrorism to distract, to confuse and to frighten. 
	 
	The Republicans in this House want to mine the harbors, burn the villages, take no hostages, savage their own President, lay waste to this institution and enrage the public's anger at incumbents and at this Congress. 
	 
	Make no mistake, they do not want to govern, they only want to lay waste. 
	 
	You do not deserve to govern, because you cannot govern. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield myself one-half minute to try to recover from that savage onslaught against this 40 percent of the House for having despoiled America all these years. It is a bit of a surprise that while we have served in our oppressed minority, we have made all this policy, however incendiary. 
	 
	We certainly apologize to the gentleman from Montana if our 40 percent, which has never been allowed to make an amendment, has disrupted any of his service here in the House with its fierce power. 
	 
	Mr. Chairman, with that, I yield 2 minutes to the distinguished gentleman from Pennsylvania [Mr. Ritter]. 
	 
	(Mr. RITTER asked and was given permission to revise and extend his remarks.) 
	 
	Mr. RITTER. Mr. Chairman and my colleagues, the real damage of the Democratic budget package is in its rich-versus-poor, soak-the-rich rhetoric. 
	 
	It will do harm to economic growth in this country. I think it is economic growth which produces the tax revenues. It is economic growth, stalled at the present time, which has made the deficit yawn open. 
	 
	Liberal Democrats have absolutely learned nothing from the 1980's period of economic recovery. We had the longest period of economic recovery in the history of the United States of America, and we did it with a doubling of tax revenues. 
	 
	Now, those tax revenues just happened to rise when the tax rates were cut. 
	 
	One other assault on economic growth: The middle class is about to lose indexing. They say 1 year. Well, it is 1 year and then all the years after it, if they go back to indexing. But who sitting here believes that the taxocrat Democrat Party is going to give up this wonderful source of new revenues for new programs that they can go out and present to their constituency. 
	 
	Let us face it, Democrats are elected because they provide these presents for all these people. 
	 
	That is the real difference, ladies and gentlemen, between the two parties; one sees the strength of America as Federal programs provided to as big a constituency as humanly possible, and the other sees the strength at the grassroots back home in our congressional districts. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from Indiana [Mr. 
	Visclosky]. 
	 
	Mr. VISCLOSKY. I thank the gentleman for yielding. 
	 
	Mr. Chairman, in going door to door this weekend, I bumped into a gentleman who had 
	emigrated from England, was recently naturalized, and asked if I had watched the series on the Civil War. He wanted to talk about the budget. 
	 
	Mr. Chairman, I said, "Yes, I have," and he said, "Do you realize that 620,000 people died to provide this Nation with a strong and vital future, and people like me want you to preserve that, and to make a decision and to lead?" 
	 
	Mr. Chairman, that is what we are are here today about, and that is why I support the 
	Democratic package. 
	 
	I feel constrained, not wanting to place blame, to respond to several arguments made on theother side, however, the rhetoric of Dr. Feelgood, and that is in 1980 we were told can solve the budget problem by simply helping the wealthy. In 1990, we are told we can solve the budget problem by cutting the deficit less, and there is no taxes in our package. 
	 
	I would simply ask, "What do you call the additional $20 billion in interest that the American people are going to have to pay because you fell short today by $100 billion?" 
	 
	We must adopt the Democractic package. We must lead this country, and we must act 
	responsibly. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentlewoman from Illinois [Mrs. Martin]. 
	 
	Mrs. MARTIN of Illinois. Mr. Chairman, rather than calling anyone awful or terrible, just maybe we could look at the bill for a second. I am even willing to admit, although we have different roles, we would all like to cut the deficit. I really have never heard of a politician of any party saying, "Let's have a big deficit." So, let us not accuse. We may differ on how we want to get there. 
	 
	As I looked at this bill, because, as one tries to make decisions, the one thing I do not think has been made clear enough to any of us is that in the particular bill we are voting on 70 percent of the bill is new revenues. Some are taxes, some are user fees, some are increased costs. But for those who talk about savings, as if perhaps there is change in a program addict, differences that would exist past this first year, I think that is disturbing even for those who might otherwise want to support the bill
	 
	In other words, Mr. Chairman, it is the reverse of a TEFRA. This one would be $3 worth of new revenues. We get a dollar's worth of cuts. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from Arizona [Mr. Kolbe]. 
	 
	(Mr. KOLBE asked and was given permission to revise and extend his remarks.) 
	 
	Mr. KOLBE. Mr. Chairman, at last we are at the moment of truth. After all the skirmishing of the past 2 weeks, after all the various alternatives that have been offered, after all the efforts at compromise, the true colors of the Democrats in the House are revealed this afternoon. 
	 
	What are those colors? It is the red flag of spending and taxing. The trouble with Democrats is that they have never met a spending program that they didn't want to increase.  
	 
	And this Democrat tax bill proves that: It says, let us tax consumers with higher taxes on beer, wine, and cigarettes; tax the poor who depend on their old autos by doubling the gas tax; and tax every American with an income above $20,000 -- that is how the Democrats define the rich - - by not indexing their taxes for inflation. Bracket creep -- it is the old Democrat shell game: Tax everyone by taking a bigger chunk of their incomes as they struggle to keep ahead of inflation. It's insidious, and it is wro
	 
	At the same time, the Democrats will not cut spending. Well, that is not quite right. They will cut defense, they will cut protection for our soldiers and sailors in the Middle East. But there is not a Federal bureaucrat they will cut, not a grant to an agency they will eliminate, not a dime of foreign aid they will keep here at home. 
	 
	So, you say, it's easy to be negative. Where's your alternative? Well, there is an alternative, but you're not going to see it on the floor today. In the absolute height of cynicism the Democrat Rules Committee -- not the House Rules Committee -- but the Democrat Rules Committee, refused to allow the Republican alternative to be offered. Why? Because they are afraid to let their own Members vote on a plan that cut spending but doesn't raise taxes. 
	 
	The Republican alternative would reduce the deficit by over $400 billion in the next 4 years. It would do this without making drivers pay more gas taxes, without raising the taxes of every American by freezing bracket indexing, without taxing beer and wine and cigarettes more, without adding a higher Medicare premium for every senior citizen. 
	 
	How would it accomplish this? By cutting spending. It would freeze -- absolutely freeze --spending on all defense and domestic spending programs for 3 of the next 5 years and allow only an inflationary increase in the other two. Simplistic? Perhaps, but the American people by a margin of 83 to 12 percent say that is what they want to do. 
	 
	[*H10116] Isn't it sad that the American people aren't going to be given an opportunity today to vote on an alternative that would cut spending? Perhaps they'll want to send another message to this House on November 6. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the gentleman from Illinois [Mr. Durbin]. 
	 
	(Mr. DURBIN asked and was given permission to revise and extend his remarks.) 
	 
	Mr. DURBIN. Mr. Chairman, in lieu of several years in purgatory, I have instead listened closely to this debate over the last 3 hours. As I have listened to this debate, I have decided it is important for me to come to the floor and issue an apology. 
	 
	First, let me say this: I know how difficult it must be on the Republican side of the aisle. They could not find one Member on the Republican side of the aisle of the House to offer President Bush's budget earlier this year. Then, when the President came with his summit agreement, promised the Sun, the stars, and the Moon to the Republican side of the aisle, they could not muster the votes necessary, nor could the Democrats for that matter, to enforce President Bush's idea of how to deal with the budget def
	 
	Mr. Chairman, I listened on the floor today anxious to hear how my colleagues on the Republican side of the aisle would deal with these failures, and what I heard from them in their frustration, in their desperation, in their sputtering and gasping for political breath, in their search for someone to blame, they could come out with only two words: Jimmy Carter. 
	 
	Give me a break. It has been 10 years since Jimmy Carter was President. The Republicans have got to come up with a better excuse. 
	 
	The fact is that the Republicans have controlled the White House for 10 years, and the fact is that we have had recordbreaking deficits and, if we add all of the overspending of Congress, from $200 to $300 billion in that 10-year period of time, we still have $2 trillion of deficits directly attributable to Republican Presidents. 
	 
	Now today we face a responsible alternative, and there is only one alternative on the floor 
	because only one met President Bush's criteria. That responsible alternative was addressed by a friend of mine, in my district, last weekend. He came up to me in the shopping center and said, "Congresman, I'm not too happy with what's going on in Washington, but, if you're there fighting so that the people who can afford to pay taxes are going to pay their fair share, keep up the fight." 
	 
	Mr. Chairman, that is painful for a lot of Republicans to accept. They say that this is our soakthe- rich philosophy, but, if we look at the statistics over the last 10 years of Republican philosophy, of Reaganomics, the middle class in this country have suffered. Sure, higher taxes are being paid by the rich, but they are earning a heck of a lot of more money. That is why they are paying more, and they can pay even more at this moment. 
	 
	As part of the Democratic plan, we are assessing a tax. My colleagues hear people standing on the Republican side of the aisle saying, "We believe in the economic growth theory of pampering the privileged." Give me another break. If a millionaire cannot afford a 10-percent surcharge in America, how can we impose President Bush's 12-cent-a-gallon Federal gas tax on a working family? 
	 
	Mr. Chairman, ours is the fairer approach. It is an approach which gives to working families in America a tax break with a new capital gains provision aimed at helping them, not the superrich. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Florida [Mr. Ireland]. 
	 
	(Mr. IRELAND asked and was given permission to revise and extend his remarks.) 
	 
	Mr. IRELAND. Mr. Chairman, the Democrats are once again trying to pull the wool over the eyes of the American people with their Democratic tax plan. This new stealth taxation is called the elimination of indexing. 
	 
	However, my colleagues, it does so at the expense of the real purchasing power of the American people. 
	 
	This proposal will not add a penny to the taxes paid by the rich. If someone is in the highest tax bracket, when indexing is eliminated they will not be affected at all. But it will add $36 billion in taxes to the lower and middle-income tax-paying Americans. I say, "If you're now in the zero income tax bracket, you could be pushed into the 15-percent tax bracket. If you're now in the 15-percent tax bracket, you could be pushed into the 28-percent tax bracket. While inflation may indeed increase, your incom
	 
	So, Mr. Chairman, what our Democratic colleagues are proposing is to force taxpayers to feed Uncle Sam before they feed their families. It means less spending power for those who already earn the least. It means an arbitrary pay raise for an already bloated and ineffective Government bureaucracy. 
	 
	I have a word of advice for lower and middle income Americans. The next time a Democrat says that his party is the party of the lower and middle class, look beyond his mouth. One could very well find his hand in their pocket. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Virginia [Mr. Parris]. 
	 
	Mr. PARRIS. Mr. Chairman, I have watched with some amusement today as the Members of the majority try to paint this budget as reality. Time permits just two examples of the Democratic illusion on spending cuts. 
	 
	Do you know where they found $9 billion in savings? By raising the Federal bank deposit 
	insurance premium by a small percentage, they claim a $9 billion savings, on the theory that the premium increase will prevent several bank failures and the Government will not have to pay the cost of closing those institutions. 
	 
	Do you know what happened when the Energy and Commerce Subcommittee on Health and the Environment found that they had raised $800 million more than they expected through fee increases in this budget? Did they apply it to deficit reduction? Oh, no, they created a new entitlement program which will cost $798 million out of the $800 million that they found in new fees. A new Government spending program that they call a savings. 
	 
	Mr. Chairman, come on. Let us clear the smoke and smash the mirrors. It is high time for a little accountability around here. Reality is upon us, and it is finally time we recognized it. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from New York [Mr. Rangel]. 
	 
	(Mr. RANGEL asked and was given permission to revise and extend his remarks.) 
	 
	Mr. RANGEL. Mr. Chairman, I read somewhere that someone had written that the next thing worse than a dumb campaign promise is keeping a dumb campaign promise. Somewhere along the line an attractive phrase came up, "Read my lips." The distinguished Vice President took that and climbed his way all the way to the Presidency of the United States. 
	 
	But any economist can tell you that when you take a look at your books and you find that the third largest item in your budget is just paying the interest on the money that you have 
	borrowed over the last decade, and that you would find that the preceding administration had borrowed more money than all of the Presidents that the Republicans had since George Washington, it seems to me that it is time for the President to take off his campaign hat and put on the hat of the President of the United States and the leader of the free world. 
	 
	Mr. Chairman, you have to recall it was not that long ago that the President ventured out to Andrews Air Force Base and, with Democrat and Republican leaders, mumbled something that sounded like "taxes." It has not been that long ago that some responsible Republicans have said that [*H10117] in order to meet our reduction in the deficit, we had to cut spending, yes, but we had to raise some money as well. 
	 
	So it seems to me that if one wants to label the Democratic Party as pandering to the poor, is it asking too much that somewhere in the Nation's Capital we be concerned about the people who are homeless, the people who are jobless, and the people who are hopeless? If that is the label you want to stick on Democrats, then, thank God there is someone here that is willing to have the courage to say that you can only cut so much, and, yes, we have to raise revenue. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield myself 16 seconds to remind the House that within this budget resolution that the Democrats just voted for, there is a modest increase in the debt ceiling from $3.1 trillion to $5 trillion, making the increases of the past decade look minuscule. 
	 
	Mr. Chairman, I yield 2 minutes to the distinguished gentleman from California [Mr. 
	Lagomarsino]. 
	 
	(Mr. LAGOMARSINO asked and was given permission to revise and extend his remarks.) 
	 
	Mr. LAGOMARSINO. Mr. Chairman, I rise in opposition to the omnibus tax increase bill we are considering here today. History has proven that tax increases do not work and several of my colleagues have proven that tax increases are not needed to balance the Federal budget deficit. 
	 
	Unfortunately, the majority democrats in the House have chosen to prohibit debate on our 
	alternative to this budget package which would balance the budget with responsible controls on spending growth and no new taxes. There is a very basic rule to balancing a budget that most American families understand very well. If you are spending more than you have, cut back on your spending. The Federal budget deficit will not be eliminated unless Federal Government spending is brought under control. 
	 
	History clearly proves, tax increases lead to spending increases. In fact, since World War II, every $1 increase in taxes, has led to more than a $1.50 increase in Government spending. Now we are being asked to support almost $145 billion in tax increases over 5 years with no significant spending control in sight. Are we supposed to believe that everything is going to be different this time? Worse than that the package will stifle economic growth. 
	 
	Members concerned about reducing the deficit can start by repealing the 33-percent pay raise that passed Congress last year. How can Congress accept such an obscene pay increase and then call for extra taxes on American taxpayers? Any reconciliation package aimed at reducing the Federal budget deficit should include a repeal of the congressional pay raise. 
	 
	I urge my colleagues to reject the suggestion that increasing taxes leads to deficit reduction. Further, I urge my colleagues to reconsider the merits of the Republican plan -- a balanced budget plan that allows for a strict control on annual spending growth, much needed reforms in the budget process, and progrowth initiatives for a strong American economy. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from California [Mr. Packard]. 
	 
	(Mr. PACKARD asked and was given permission to revise and extend his remarks.) 
	 
	Mr. PACKARD. Mr. Chairman, here we go again. Higher taxes for virtually all Americans, and not just for the rich. And here we go again, increased spending in virtually all categories, except defense. 
	 
	That is what this package will do. And what will be the end result? Recession. Recession. It has happened before. It is a return to the Carter days of higher interest rates, higher unemployment, higher inflation, malaise. It is deja vu all over again. 
	 
	Mr. Chairman, you say Americans want us to govern. Well, they do not want us to return to the days of higher taxes and more spending. That is not governing. The American people do not care whether it is a Republican plan or a Democratic plan. They want and deserve a responsible budget. 
	 
	This bill is not responsible. I think we can come up with a responsible budget somewhere 
	between what the Republicans are recommending and what the Democrats have. 
	 
	The CHAIRMAN. The Chair will notify the gentleman from California [Mr. Panetta] that he has 14 1/2 minutes remaining, and the gentleman from Minnesota [Mr. Frenzel] has 15 minutes remaining. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentleman from California [Mr. Lehman]. 
	 
	Mr. LEHMAN of California. Mr. Chairman, the proposal before us represents a much fairer approach to deficit reduction than the one this House rejected last week. This proposal does not contain a regressive gas tax hike. It does not make the unemployed suffer by cruelly forcing them to wait 2 weeks for their first check. It reduces the increase in Medicare premiums and the deductible amount. It is fair to rural hospitals, many of which would have gone broke if the summit plan had been enacted. 
	 
	Of course, there are new taxes. That issue was resolved when President George Bush endorsed new taxes. But what the Republicans do not like is, these taxes are fairly distributed. The very rich pay the most. After all, it was they who partied the hardest during the past 10 years. The result will be lower interest rates and a healthier economy. I suggest the rich will make more money than ever before. 
	 
	The Republicans offered no alternative. They cannot meet the basic requirement set down by their own President. They cannot get to $500 billion, even with spending cuts. The President, the bipartisan leadership, and the American people asked for $500 billion, but you came up short. If you cannot meet the ante, you do not belong in the game. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentlewoman from California [Ms. Pelosi]. 
	 
	Ms. PELOSI. Mr. Chairman, I thank the gentleman for yielding. I rise in strong support of H.R. 5835 and for the Democratic alternative, and commend the gentleman from California [Mr. Panetta] and the gentleman from Illinois [Mr. Rostenkowski] for their leadership in presenting this package today. 
	 
	Mr. Chairman, I opposed the summit agreement we had before us before because it did not recognize the realities of life for young American families, and because it gave a tax break to business at the expense of our senior citizens. 
	 
	The Democratic package before us today is a vast improvement for young and old alike. By eliminating the bubble and placing a surtax on those making over $1 million a year, we have lessened the tax burden on young Americans with young families. As we look to the future, we must examine how our decisions affect young families and those older Americans. 
	 
	Mr. Chairman, I believe the Democratic alternative does just that. I commend the gentleman from California [Mr. Panetta] again, and the gentleman from Illinois [Mr. Rostenkowski] for their leadership. 
	 
	I would also like to say to Members on the other side of the aisle that the statute of limitations on blaming Jimmy Carter has run out, but it has not run out for Ronald Reagan. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the gentleman from Idaho [Mr. Craig]. 
	 
	(Mr. CRAIG asked and was given permission to revise and extend his remarks.) 
	 
	Mr. CRAIG. Mr. Chairman, I stand in opposition to any legislation that will raise taxes and plunge this economy into a recession. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Florida [Mr. McCollum]. 
	 
	(Mr. McCOLLUM asked and was given permission to revise and extend his remarks.) 
	 
	Mr. McCOLLUM. Mr. Chairman, we have had several Democrats out here today tell us that we cannot solve the deficit without raising taxes, and that is nonsense, technically. Of course we [*H10118] can solve the deficit if we are just willing to cut spending. 
	 
	What these Democrats are saying in bold and plain terms is that they control the U.S. House of Representatives, in the majority and in every other way, as they have for 36 consecutive years, and that they, the Democrats, will not solve this deficit without raising taxes. And that they, the Democrats, will not cut spending on the domestic discretionary side. That is what they are saying. That is the only thing that is negative here. 
	 
	We Republicans for years have been advocating cutting spending, at least holding to in part a hard freeze and doing something to let the growth in this economy break us out of this problem, and we have gotten nowhere because we are not in control. We are not in the majority. We are the minority, but we do speak for the majority of the American people.  
	 
	The overwhelming majority say cut spending, do not increase taxes, and let us be sensible and reasonable. Let us defeat, frankly, for the American people, this abhorrent plan coming out of that side of the aisle, this ridiculous new tax and spend proposal that is not new at all. It is the same old Democrats, tax and spend, tax and spend theme that I have heard the entire time that I have been in Congress. 
	 
	The American people are sick and tired of it. Let us defeat it. Let us get rid of it, and let us get on with doing what they want, which is cutting the spending on the domestic discretionary side. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 1/2 minutes to the gentleman from New Jersey [Mr. Torricelli]. 
	 
	Mr. TORRICELLI. Mr. Chairman, what kind of people have we really become in America? The economy of the Nation is imperiled. There is a hormorrhaging debt. Our future is in doubt, and there is a burden to be borne. 
	 
	Just as other nations were summoned to war, we are summoned to solve the economic and the fiscal woes of our country. 
	 
	Who do the Republican minority summon to lead this fight? The elderly, children, people of modest means. And to what end? To protect middle-income people? 
	 
	Mr. Chairman, the most feared words in America are, "I am a Republican and I am concerned with the middle class." Please, what we ask is a 10-percent surcharge on millionaires, a charge on people who buy yachts and airplanes. That is who we serve to protect. 
	 
	We have malice for no one, but working families and middle-income people did not benefit from the tax programs of the last 10 years. Children and the elderly received no windfall, and so rightfully now we ask those who have benefited to pay the bureden and to bear the freight. 
	 
	Mr. Chairman, we ask these things because America is worth it. 
	 
	I do not know who it is the Republicans seek to serve here today, whether it is holding their own offices or escaping responsibility. But it is time to take leadership. This bill offers that leadership. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 1/2 minutes to the distinguished gentleman from Florida [Mr. Lewis]. 
	 
	(Mr. LEWIS of Florida asked and was given permission to revise and extend his remarks.) 
	 
	Mr. LEWIS of Florida. Mr. Chairman, I thank the gentleman for yielding time to me. 
	 
	Mr. Chairman, $145 billion in new taxes, that is what we are talking about, and do not forget it. And in just a little while we will hear an amendment be brought to the floor. What is that going to do? It is another higher mess of taxes. 
	 
	This bill that we are talking about is more disingenuous, more fraudulent than the one that we refused just a week and a half ago. 
	 
	Ladies and gentlemen, this is a terrible thing we are doing to the American public. The American people are screaming for relief. They are sick and tired of being taxed to death. If Members do not believe me, go out in the streets and ask them. Ask them in front of this Capitol, ask them in the supermarkets, ask them anywhere. They want relief. 
	 
	And I am so sick and tired of hearing about we will not tax the rich, we will not do this and we will not do that. Why do we not start working together like we should? We are elected as a body, and once we are here we should act like a body. Let us bring relief to the American public. The American people need a break, and let us give them a break. 
	 
	This morning after coming back to the Capitol after spending all night on a conference 
	committee, I smelled a tremendous odor when I got outside the Capitol, and do you know what I think I smelled? The Democrats cooking up another budget. The American people deserve better. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 minute to the distinguished gentleman from New Mexico [Mr. Richardson]. 
	 
	(Mr. RICHARDSON asked and was given permission to revise and extend his remarks.) 
	 
	Mr. RICHARDSON. Mr. Chairman, there is something worse than not having a budget Friday and shutting down the Government, and that is a lame duck session. Talk about the voters being mad now. Wait until we go back and face the voters when there is a lame duck session and we haven't acted on the deficit. 
	 
	House Republicans have their plan, and House Democrats have their plan, but where is PresidentBush? Where does he stand? Why is he more comfortable negotiating with Gorbachev than he is with Rostenkowski or Bentsen? Why does he build coalitions in foreign policy and negotiate face to face, and be totally engaged with foreign leaders, and when it comes to the budget and domestic policy he is not interested. In fact, he is out campaigning for Republican candidates, playing politics? 
	 
	We are stuck here in Washington. We are absorbing these painful debates with extreme 
	difficulty, both sides, but the President is out. Where is he? We need the President to show some leadership? 
	 
	THE DEMOCRATIC ALTERNATIVE IS A PLAN THAT IS A DRAMATIC IMPROVEMENT OVER THE BUDGET SUMMIT AGREEMENT OR ANY OTHER PROPOSAL. WE HAVE ATTEMPTED TO REFLECT THE STRONG SENTIMENTS OF DEMOCRATS ABOUT TAX FAIRNESS. THE PLAN IS BOTH SIGNIFICANT AND REAL. 
	 
	THE DEFICIT REDUCTION ISSUE HAS SERVED TO HIGHLIGHT PHILOSOPHICAL DIFFERENCES BETWEEN DEMOCRATS AND REPUBLICANS. THE GOAL OF THE BUDGET SUMMIT AGREEMENT ENDORSED BY THE PRESIDENT AND THE BIPARTISAN LEADERSHIP WAS TO REDUCE THE 
	DEFICIT BY $500 BILLION OVER THE NEXT 5 YEARS. THE DEMOCRATIC ALTERNATIVE FULLY ACHIEVES THAT LEVEL OF DEFICIT REDUCTION, BUT IN A WAY THAT IS FAIR TO ALL AMERICANS. 
	 
	THE BUDGET SUMMIT AGREEMENT WHICH THE HOUSE REJECTED ON OCTOBER 4, CLEARLY PLACED FAR TOO MUCH OF THE DEFICIT REDUCTION BURDEN ON MEDICARE BENEFICIARIES, AS WELL AS OTHER LOW- AND MIDDLE-INCOME AMERICANS. WE HAVE A FAR SUPERIOR PLAN 
	THAT REQUIRES MORE OF A CONTRIBUTION TO DEFICIT REDUCTION FROM INDIVIDUALS WHO ARE BEST ABLE TO AFFORD IT. 
	 
	THE DEMOCRATIC ALTERNATIVE ALSO PUTS AN END TO THE FALSE NOTION THAT ONLY WEALTHY AMERICANS ARE ABLE TO HELP THE ECONOMY GROW. WE HAVE GREATER CONFIDENCE IN MIDDLE-INCOME AMERICANS. THIS ALTERNATIVE PROVIDES SAVINGS AND 
	INVESTMENT INCENTIVES TO THE SMALL BUSINESSMEN, FARMERS AND SMALL INVESTORS WHO ARE THE BACKBONE OF OUR ECONOMY. A DEFICIT REDUCTION PACKAGE THAT IS BOTH FAIR AND REAL IN THE BEST STIMULUS FOR ECONOMIC GROWTH.  
	 
	ENACTMENT OF THE DEMOCRATIC ALTERNATIVE WILL BE A MAJOR STEP FORWARD FOR OURCOUNTRY, RESTORING FAIRNESS TO OUR TAX CODE AND CONFIDENCE ABROAD. 
	 
	WAYS AND MEANS DEMOCRATIC ALTERNATIVE SUMMARY 
	 
	1. The proposed level of increased Medicare beneficiary payments would be reduced from the $28 billion contained in the Summit Agreement to $10 billion. Total Medicare savings would be $43 billion rather than $60 billion. 
	 
	2. The 2-week waiting period for unemployment benefits would be dropped. (This proposal was also dropped from the modified Summit Agreement reported to the House Budget Committee on October 10.) 
	 
	3. The $2 billion of new entitlement spending, and the $19 billion of revenue losers (enterprise zones, energy incentives, extenders and the so-called "growth" package) would be dropped. 
	 
	4. The following revenue provisions would be dropped entirely from the Summit Agreement: The gasoline tax and the petroleum tax; the limitation on itemized deductions; the HI tax on State and local government workers; the disallowance of interest paid on corporate tax deficiencies; and the increase in railroad tier II taxes. 
	 
	5. The following provisions of the Summit would be modified: Airplanes would be added to the luxury tax; and the distilled [*H10119] spirits tax increase would be $1.00 rather than $1.50. 
	 
	6. To deal with the progressive problem of the Summit Agreement, the Democratic Alternative would add the following provisions: the "bubble" would be eliminated and an explicit 33 percent rate bracket would be added; the rate of the individual minimum tax would be increased from 21 percent to 25 percent; the HI wage cap would be increased to $100,000 rather than $73,000 as provided in the Summit Management; indexing of the tax brackets and the personal exemption would be delayed for one year, and a 10 perce
	 
	- - - - - - - - - - - - - - - - - - - - 
	 
	[From the AARP News, Oct. 15, 1990] 
	 
	STATEMENT ON BUDGET RECONCILIATION PROPOSALS 
	 
	"The American Association of Retired Persons (AARP) believes that it is vitally important that the Administration and the Congress work together over the next several days to enact into law a federal budget that fairly distributes the burden of deficit reduction among all Americans," said Horace B. Deets, AARP Executive Director. 
	 
	Deets added, "to meet the test of fairness, this budget should take into account the policies of the last decade which have placed a greater and greater burden on those with modest incomes. Those who are more fortunate must now be asked to pay a little more. 
	 
	"We are very pleased that the Congress has begun to recognize that older Americans should not be asked to pay more than their share," he noted. "Compared to the original summit agreement, the plans put forward in the House and the Senate over the last week reduce the burden on Medicare beneficiaries by nearly one-half to two-thirds. We are also pleased that the Committees rejected more onerous proposals that would have income-related Medicare premiums or made changes in Social Security. 
	 
	"This week the Congress has a tough job. Faced with proposals from the House Ways and Means and Energy and Commerce Committees and the Senate Finance Committee, the Congress must shape a Medicare policy that the President and a majority in the Congress will support. 
	 
	"The Democratic Alternative offered by the House Ways and Means Committee, when combined with the new Medicaid coverage both for low-income Medicare beneficiaries and for children included in the Energy and Commerce package, constitutes a fair and effective proposal. Among its strongest elements are: A Medicare deductible that would not rise above $100; and no increase in the amount that doctors can balance bill their Medicare patients above the additional 25 percent that was permitted in last year's Physic
	 
	Deets noted that the Senate Finance Committee's proposal is "far less acceptable in its present form. With its doubling of both the Medicare Part B deductible and the amount some doctors can "balance bill" their Medicare patients above the Medicare-allowed rate; its very limited protections for low-income Medicare beneficiaries; and its reinstated coinsurance on laboratory services, the Finance Committee's proposal clearly places a much heavier burden on the most vulnerable -- those who are sick and those w
	 
	"The welfare of Americans of all ages is at stake in this budget debate," Deets concluded. "The across-the-board cuts of a sequester or of a government shut-down would take a dangerous toll on our nation's economy and the millions of Americans -- old and young, rich and poor – who depend on government programs and services. It's time to put aside partisan politics and find a solution to the budget crisis that will be fair, equitable and affordable for the American people." 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentlewoman from Maryland [Mrs. Bentley]. 
	 
	Mrs. BENTLEY. Mr. Chairman, I thank the gentleman for yielding time to me. 
	 
	Mr. Chairman, listening to the floor debate in my office I was struck by the attempt to tar the Republicans in this House with favoring the rich with tax breaks as though all of the taxes proposed in the Democrat budget package are targeted at the rich. 
	 
	Come on fellows -- who drinks beer and smokes cigarettes and uses public fishing boats and drives the big gas-guzzling trucks -- the Republican rich? Horsefeathers. This regressive bunch of taxes is aimed at the American middle class and has nothing to do with earning power. 
	 
	It has been the Republicans opposing any new taxes -- who proved that no taxes are necessary to get us where we need to go and you would not even let us get it to the floor. Come on you guys. Let's not lay a bunch of fees and additional national sales taxes on the American people. My constituents whom I see every day do not want additional taxes. This is a discriminatory package and rather than creating more jobs, the OSHA provisions which will put a bounty on American industry -- to raise revenue -- will n
	 
	If one is concerned about the economy, then one must remember that taxes on sales are 
	recessionary. Increases in energy taxes are inflationary. The rhetoric coming from the other side of the aisle may sound like good politics, but Lord help us, it sure makes bad policy and worse law. 
	 
	Do not lay this mess at our feet -- we had no chance to change it. I like what Representative Dorgan suggested. Stop throwing arrows at each other -- let us talk together. 
	 
	And remember that the welfare of the country is more important than either side of this aisle. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the distinguished gentlewoman from Ohio [Ms. Oakar]. 
	 
	(Ms. OAKAR asked and was given permission to revise and extend her remarks.) 
	 
	Ms. OAKAR. Mr. Chairman, first of all I would like to compliment my friend, the gentleman from California [Mr. Panetta], distinguished chairman of the Budget Committee, for all of his patience and hard work. I also want to pay special tribute to the chairman of the Ways and Means Committee, the gentleman from Illinois [Mr. Rostenkowski], for attempting to do something that would indeed be much more fair to the vast majority of the American people. 
	 
	The alternative Democratic budget requires that those who benefited from the Reagan years must help to pay for the Reagan years. It is that simple. It eliminates the tax bubble for the rich. It imposes a 10-percent surtax on incomes over $1 million. 
	 
	Who can quarrel with that when the middle class has been picking up the tab for the majority of Americans for so many years? 
	 
	This package is much, much more fair to older Americans. It reduces the unfair hit on Medicare beneficiaries' out-of-pocket expenses. It saves the cost-of-living adjustment not only for Social Security recipients but for Federal retirees and railroad retirees, and it drops a grossly unfair provision contained in the summit deal that would impose Medicare tax on State and local government workers that already are paying their share of retirement coverage. 
	 
	In addition to that, it is sensitive to the needs of the unemployed, and it drops the 2-week 
	waiting period for unemployment checks. In addition, it drops the regressive gasoline tax. How can anyone quarrel when the alternative budget will drop the 9-cent gasoline tax and scales back the proposed tax on liquor? 
	 
	I urge passage of the alternative Democratic substitute. 
	 
	I VOTED AGAINST THE BUDGET SUMMIT PACKAGE, BECAUSE IT PLACED AN UNFAIR PORTION OF THE BURDEN OF DEFICIT REDUCTION ON OLDER AMERICANS AND MIDDLE-INCOME AMERICANS. 
	 
	MR. CHAIRMAN, OVER THE LAST 10 YEARS, THE PERIOD IN OUR HISTORY THAT I REFER TO AS THE LOST DECADE, WE SAW HUGE INCREASES IN DEFENSE SPENDING, ENORMOUS TAX BREAKS FOR THE RICH, AND ENORMOUS CUTS IN PROGRAMS THAT BENEFIT MIDDLE-INCOME 
	AMERICANS. DURING THIS PERIOD OF VOODOO ECONOMICS OUR NATION'S DEFICIT TRIPLED. NOW WE ARE ASKED TO PAY FOR THIS DECADE OF EXCESS AND INEQUITY. ALTHOUGH THERE 
	ARE SEVERAL ITEMS IN THIS PACKAGE THAT I DON'T LIKE, NO BETTER OR FAIRER PLAN, THAT DEALS RESPONSIBLY WITH DEFICIT REDUCTION HAS BEEN FORTHCOMING FROM MY COLLEAGUES ON THE OTHER SIDE OF THE AISLE. THE DEFICIT IS A CANCER WHICH THREATENS THE FUTURE OF YOUNG AMERICANS. MEDICARE PREMIUMS WILL NOT BE INCREASED IN THE FIRST YEAR. I AM CONCERNED ABOUT INCREASES IN THE FUTURE BUT I BELIEVE THAT IN THE FUTURE AMERICANS WILL DEMAND UNIVERSAL HEALTH COVERAGE FOR ALL AMERICANS. I BELIEVE HEALTH CARE IS THE NO. 1 DOMES
	FUNDING TREND, YET THE PROPOSAL OFFERED BY CHAIRMAN ROSTENKOWSKI IS MUCH, MUCH FAIRER THAN THE $90 BILLION IN MEDICARE CUTS THAT THE REPUBLICAN ALTERNATIVE PROPOSED. 
	 
	MY COLLEAGUES CLAIM THAT THERE ARE NO CUTS IN THIS PACKAGE AND THAT IS NOT TRUE. MOST OF THE COMMITTEES IN THIS HOUSE MET PAINFUL RECONCILIATION TARGETS. YET, THE ALTERNATIVE OFFERED BY MY COLLEAGUE FROM ILLINOIS DROPS A DRAMATICALLY UNFAIR 
	PROPOSAL TO IMPOSE MEDICARE HI TAX ON STATE AND LOCAL RETIREES WHO ALREADY HAVE COVERAGE. THE ALTERNATIVE ELIMINATES THE [*H10120] REGRESSIVE AND UNTIMELY GASOLINE TAX THAT COULD CRIPPLE OUR INTERSTATE COMMERCE; IT DROPS UNFAIR INCREASES ON TIER II RAILROAD RETIREES. CONTRARY TO EARLIER RECOMMENDATIONS, THE PACKAGE KEEPS A PLEDGE TO OUR CIVIL SERVANTS FOR FULL COST-OF-LIVING ADJUSTMENTS FOR ALL FEDERAL ANNUITANTS AND, STILL RETAINS A 50-50 LUMP-SUM BENEFIT FOR FEDERAL RETIREES AGE 65 OR WITH 30 YEARS OF SER
	 
	TO DO THIS, OUR DISTINGUISHED WAYS AND MEANS COMMITTEE CHAIRMAN SIMPLY ASKS US TO REQUIRE THAT WEALTHY AMERICANS PAY THEIR FAIR SHARE. THIS PACKAGE ELIMINATES THE GROSSLY UNFAIR TAX BUBBLE. IT INCREASES THE MEDICARE HI WAGE CAP FROM $53,000 TO $100,000. IT REQUIRES THE DONALD TRUMPS OF THIS WORLD TO PAY A LITTLE MORE TAX ON THEIR YACHTS AND PRIVATE JETS. NO, MS. HELMSLY, TAXES ARE NOT JUST FOR THE LITTLE PEOPLE. THOSE WHO BENEFITED FROM THE REAGAN YEARS MUST BE ASKED TO HELP 
	PAY FOR THE REAGAN YEARS. I URGE MY COLLEAGUES TO SUPPORT THE ROSTENKOWSKI AMENDMENT. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield such time as he may consume to the gentleman from New York [Mr. Lent]. 
	 
	(Mr. LENT asked and was given permission to revise and extend his remaks.) 
	 
	Mr. LENT. Mr. Chairman, I rise in opposition to the Democratic plans. 
	 
	MR. CHAIRMAN, THE FARCE THAT WE ARE WITNESSING TODAY TYPIFIES ALL THAT IS WRONG HERE ON CAPITOL HILL. 
	 
	AMERICA IS FACING A CRISIS OF GRAVE PROPORTIONS. FOR MONTHS, THE PRESIDENT SAT DOWN WITH DEMOCRATIC AND REPUBLICAN LEADERS IN CONGRESS AND TOGETHER THEY CRAFTED A BUDGET PACKAGE. NONE OF US LIKED THAT PROGRAM, BUT DESPITE MY MISGIVINGS I VOTED "YES," NOT ONLY TO RESOLVE OUR BUDGET DIFICIT PROBLEM BUT ALSO TO RESTORE IN SOME SMALL MEASURE THE RESPECT OF THE AMERICAN PEOPLE, WHICH HAD BEEN LOST DURING THE BUDGET DEBATE. 
	 
	A MAJORITY OF MY COLLEAGUES VOTED TO DEFEAT THAT PACKAGE. SINCE THEN, MEMBERS OF BOTH PARTIES HAVE WORKED TO PREPARE BUDGET ALTERNATIVES. THE DEMOCRAT PLAN RELIES MORE ON TAXING THE MIDDLE CLASS THAN CUTTING SPENDING. THE BIPARTISAN ALTERNATIVE DEVELOPED BY THE SENATE AND ENDORSED BY PRESIDENT BUSH TACKLES THE TOUGH PROBLEM OF SPENDING CUTS WITHOUT RESORTING TO OVERBURDENING THE ALREADY OVERTAXED MIDDLE CLASS. 
	 
	BUT GUESS WHAT? NONE OF US WILL BE ABLE TO CHOOSE BETWEEN THE TWO BUDGET PLANS. NO MEMBER HERE WILL BE ABLE TO INDICATE WHETHER HE FAVORS INCREASED TAXES OR CUTS IN FEDERAL SPENDING. AND WHY WILL WE NOT BE ABLE TO STAND UP AND BE COUNTED? BECAUSE THE DEMOCRATIC RULES COMMITTEE HAS DICTATED OUR CHOICE: WE MUST CHOOSE THE DEMOCRATIC TAX PACKAGE OR NOTHING AT ALL. WE WILL NOT HAVE THE OPPORTUNITY TO SUPPORT THE BIPARTISAN SENATE PROPOSAL BECAUSE, HERE IN THE HOUSE, THE DEMOCRATS HAVE A MAJORITY AND THE REPUBLI
	 
	PUBLIC OPINION POLLS SHOW THAT THE AMERICAN PEOPLE ARE FED UP WITH "BUSSINESS AS USUAL" HERE IN CONGRESS. THEY ARE FED UP WITH NEW TAXES AND DEALS STRUCK BEHIND CLOSED DOORS; THEY OBJECT TO A PROCESS THAT SHUTS OUT CHOICE; THEY ARE TIRED OF THE SAME OLD TAX AND SPEND POLICIES THAT GOT US INTO THIS MESS IN THE FIRST PLACE. 
	 
	PRESIDENT BUSH ATTEMPTED TO DRAW US TOGETHER TO PASS A DEFICIT REDUCTION PACKAGE. WHEN THAT EFFORT FAILED, THE LEADERSHIP IN CONGRESS SOUGHT TO DIVIDE US ALONG PARTISAN LINES BY ELIMINATING ANY ELEMENT OF CHOICE FROM OUR DECISION. INSTEAD OF DISCUSSING AND DEBATING THE RELATIVE MERITS OF OUR TWO DIFFERING PROPOSALS, WE REPUBLICANS FIND OURSELVES SHUT OUT OF THE PROCESS, WITH NO ALTERNATIVE BUT TO VOTE THIS PACKAGE DOWN. 
	 
	AND THAT IS EXACTLY WHAT WE SHOULD DO. VOTE "NO". 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from Oklahoma [Mr. Inhofe]. 
	 
	Mr. INHOFE. Mr. Chairman, I was not going to be speaking today until I heard the gentleman from Florida [Mr. Grant] use a word that I think is very appropriate. He said that our country today is bloated, and when I think of our country being bloated as it is today, maybe we in the Republican Party have not been doing the right thing. 
	 
	We have been proposing cuts, and every time we propose a cut, the doctors from the left and the Democratic Party say no, that surgery would not work. We are not going to be able to cut this. So we proposed more cuts, and they say, on the other hand, that it is not going to work. I think that we have to recognize the fact that we are to the point now where maybe sophisticated surgery is a little bit too late for this patient. Our patient is the country. The country is bloated. 
	 
	What this country needs is a good enema. I suggest that we reject the tax-and-spend plan by the Democratic Party, send it back and invoke the freeze that the Republican Party is suggesting and give this country the enema it needs. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from California [Mr. Dornan]. 
	 
	(Mr. DORNAN of California asked and was given permission to revise and extend his remarks.) 
	 
	Mr. DORNAN of California. Mr. Chairman, once I was forced to watch a movie, Mr. Chairman, called "The Attack of the Killer Tomatoes." It was supposed to be pop art and very funny, and I do not know, this debate today, with all of this yelling, reminds me of "The Attack of the Killer Taxers." 
	 
	We all know there are not enough rich people to carry the burden, and no matter how much ranting and raving there is here about soaking the rich, the middle-class American taxpayer has sensed that there is a dirty little secret here, particularly in the indexing provisions. 
	 
	I represent what is described in all the political almanacs as a blue-collar Democrat working district in the middle of Orange County, represented for 10 years by Mr. S&L, Jerry Patterson. It is a working blue-collar, 51-percent Democratic district with only 40 percent Republicans. They are not fooled. 
	 
	Here is a line from the Wall Street Journal. You read it folks. It is today, and I will put it in the Record. 
	 
	I will be submitting about three pages of Government grants that show we are not serious about cutting spending here, just taxing the middle class. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 2 minutes to the gentleman from Wisconsin [Mr. Obey]. 
	 
	Mr. OBEY. Mr. Chairman, I think we ought to ask ourselves why the public is so cynical about government. I think there are two reasons for that. 
	 
	I think the No. 1 reason is that for 10 years politicians in this country have lied to the American people and simply told them that we could solve this deficit problem with no real tough choices; we did not have to have both spending cuts and revenue increases, and now, thank God, finally, the public is being leveled with. 
	 
	Finally, even the President of the United States has faced up to the problem, and he is telling people what the facts are. He is telling people, "You have to have both spending reductions and revenue increases to deal with the problem." 
	 
	That is what this bill does. It levels with the American people honestly today in a way that no budget has done in the last 10 years. 
	 
	The second reason that people are fed up with their Government is because they think that the wealthy, they think that the high rollers have essentially had the fix in over the past 10 years, and they have been right. 
	 
	Over the 1980's, the richest 1 percent increased their income after taxes by almost 80 percent. At the same time, the average working American has seen the purchasing power of his income decline about $2,000. And yet just a week ago, the President tried to push a package through this Congress which hit the middle class twice as hard as it hit the very wealthiest people in our society. The public said no. The Congress listened. They voted it down. 
	 
	Today, instead, we have a much more fair package which, for the first time, says to the very wealthiest people in this country, "Boys and girls, you are going to pay your fair share. You have had the largest benefit from the party in the 1980's, and you are going to help pick up the tab." 
	 
	You cannot fool the American people. They know this is going to be costly, but they want it to be fair. This tax package is. We ought to support it. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from Missouri [Mr. Buechner], a member of the Committee on the Budget. 
	 
	Mr. BUECHNER. Mr. Chairman, I imagine that somewhere in the Democrat Cloakroom as they prepare all of the little speeches about fairness and [*H10121] the rich, there must be somebody who says, "You know, the reason communism failed was because there were not enough rich people to tax in Russia," because that is what I hear out here. 
	 
	Fairness; where does fairness start? Fairness starts by doing the right thing, and the right thing is not a speech. It is not dredging up the old 1930's and 1940's political rhetoric. It is not waving the bloody shirt of class politics and strife. Fairness is, first of all, doing what the American public knows we ought to do, and that is to cut the spending that this Congress has been so profligate with. 
	 
	Yes, there is an irony out there. The people have elected Republican Presidents who said, "I do not want to tax you," and yet they have given us a Democrat House that has said, "You want it, you got it." 
	 
	That is not the way you can run this Nation, Mr. Chairman. Let us drop the speeches. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 1 minute to the distinguished gentleman from Michigan [Mr. Upton]. 
	 
	Mr. UPTON. Mr. Chairman, I have been listening for a couple of hours now on the merits of this Democratic tax bill, that is right, tax. You are raising taxes to fuel more spending. 
	 
	One of the reasons that I voted against the summit agreement last week was that it did not 
	freeze Government spending, not cut, but freeze. And guess what, this bill does not freeze 
	spending either. 
	 
	In other words, spending will go up next year, and so will taxes. Eighty-three percent of the American people believe that the problem with the budget process is that spending is too high. 
	 
	I worked with the gentleman from Michigan [Mr. Pursell] and the gentleman from Ohio [Mr. Kasich] on an alternative budget, and the main plank of that budget proposal was to freeze spending. That means this year's spending levels would be the same as last year's spending levels. We saved over $200 billion. 
	 
	Your argument on your side of the aisle was it did not hit the $500 billion target. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 minute to the gentleman from California [Mr. Levine]. 
	 
	(Mr. LEVINE of California asked and was given permission to revise and extend his remarks.) 
	 
	Mr. LEVINE of California. Mr. Chairman, I rise in support of the Democratic budget plan and the Democratic alternative. 
	 
	We are here today because the bill has come due on the Reagan years. The unpleasant reality is that someone must pay for the orgy of tax cuts for the wealthy and increased defense spending we witnessed in the 1980's 
	 
	Our task is complicated by the fact that these are difficult and troubling times for our Nation. 
	 
	Our Armed Forces are eyeball to eyeball with a bloodthirsty madman in the Persian Gulf. 
	 
	Our economy is stuck in neutral. We have already entered into the first stages of a recession. The only question is how serious it will be. 
	 
	All of the ingredients are present to make the coming recession the worst since the 1930's. 
	 
	The issue we are debating here then is a simple one: Who is going to get stuck with the bill for the voodoo economics of the 1980's? 
	 
	Is it going to be lower and middle income taxpayers and the elderly? 
	 
	Or, is it going to be the wealthy, who benefited most from Ronald Reagan's generosity. 
	 
	The budget summit plan that Congress rejected would have placed that burden squarely on the shoulders of the poor, the elderly, and the working class in this country. 
	 
	I should say parenthetically that this is not the budget I would have preferred. I would like to see Medicare benefits expanded, not taken away. 
	 
	I'd like to see a windfall profits tax on big oil included in the package. Such a provision would have more than paid for the reductions in Medicare with money left over. 
	 
	I would have preferred to see a Social Security tax cut for working people. 
	 
	In fact, I'd like the plan better if there were no tax increases at all. But that is not realistic. The President understands that. 
	 
	My Republican colleagues were unable to produce an adequate budget plan made up solely of spending cuts. 
	 
	Despite its shortcomings, the Democratic alternative is a good plan.  
	 
	It cuts the deficit even more than the summit agreement. 
	 
	 
	It would shift the burden to wealthy rather than middle income taxpayers. It would help ensure that the wealthy do their fair share to cut the deficit and strengthen our economy. 
	 
	It is astonishing to me that the administration and its allies in Congress continue to try to make good on Leona Helmsley's admonition that "only the little people pay taxes." 
	 
	I do not want to believe that the Bush administration is prepared to allow the Federal 
	Government to come to a halt simply to protect the interests of the privileged few in this 
	country. 
	 
	How can the President justify telling the poor and the elderly that the programs on which many of them depend for their very existence must close up shop because he doesn't want wealthy taxpayers to pay their fair share of taxes. 
	 
	With this resolution we say that the Democratic majority in the House has had enough with the policies which have led us to the brink of economic disaster. 
	 
	We say that we want a progressive tax system. We say that we believe in fairness and equity. We say that we believe in a better America for every American and a better future for our children. 
	 
	This plan moves us a long way toward those goals. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield 2 minutes to the distinguished gentleman from Pennsylvania [Mr. Walker]. 
	 
	Mr. WALKER. Mr. Chairman, I thank the gentleman for yielding me this time. 
	 
	Mr. Chairman, maybe it is good that this debate comes late in the session and late in the year and is so close to an election, because this debate focuses us on a watershed choice that tells you all you need to know about the difference between the two different political philosophies, one protax, the taxers, and one no-tax. 
	 
	Now, there is a letter that came out today that tells Members the difference between the two, and who is who. This letter is from the National Taxpayers Union, and it says: 
	 
	A vote for the tax plan proposed by Ways and Means Committee Democrats is a vote for a 7.4 percent income tax increase for a 2-earner couple with two children earning $35,200 of taxable income. It's a vote to make that family pay over $2,000 more of new income taxes through 1995. It's also a vote to take away $600 of tax deductions from every family of four filing a tax return. 
	 
	It goes on to say, "Millions more middle class taxpayers would find themselves in the 28 percent tax rate bracket." It goes on to say, "The tax increase portion of the committee reconciliation bill also deserves rejection. It represents a larger tax increase than that proposed by the rejected budget summit agreement." 
	 
	"These higher taxes, and especially higher income tax rates threaten our economy which is already in recession in much of the country." The National Taxpayers Union makes clear that the taxers are the Democrats. The no-tax people are the Republicans. Reject the big tax budget. Reject the taxers. 
	 
	Look for this particular issue to come up again on election day, because I think the American people will take one look at what has happened on this floor today and throw those Members out. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 1 minute to the gentleman from Maryland [Mr. Cardin]. 
	 
	(Mr. CARDIN asked and was given permission to revise and extend his remarks.) 
	 
	Mr. CARDIN. Mr. Chairman, I share the frustration of my constituents, and I think many people here about the fact that we missed deadlines on getting the Budget Resolution passed, but I want to congratulate the House leadership and the Democrat leadership for the package we have before the Members, and the Democrat alternative. 
	 
	[*H10122] It shows we have the courage to deal with the deficit. If we will deal with the deficit in a real way, it means we have to increase taxes and reduce spending, and make sure that those funds are used to reduce the deficit. 
	 
	If it is the leadership of the House, the Democrat leadership that can get Members on target for a 5-year program so that we can reduce the deficit by $500 billion, it is the Democrat alternative that makes sure that we do it in a fair way. In a fair way means less cost to our elderly on the Medicare system, that we can maintain a 25-percent rule that no more than 25 percent of Medicare is paid for by the premiums of the beneficiaries, and we can do it in a way that is fair, that everyone contribute to the 
	 
	I urge all Members to support the alternative. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 30 seconds to the gentleman from Florida [Mr. Nelson]. 
	 
	Mr. NELSON of Florida. Mr. Chairman, all this in 30 seconds. If we are going to do anything about the deficit, either we have to raise taxes or lower spending, or a combination of both. That is not very sanguinely approached by Members of Congress. 
	 
	That is why we have gone to blue smoke and mirrors over the years. Now, we have run out of time, and we have to do something about it. So, that is why we come forth with a package that is real. I support the package. 
	 
	Mr. FRENZEL. Mr. Chairman, I yield myself the remaining 3 1/2 minutes. 
	 
	Mr. Chairman, we are at the end of what has been a long and agonizing trial. I want to thank the chairman of the Committee on the Budget, the distinguished gentleman from California [Mr. Panetta] for a good year's work, and for all the courtesies that he has shown to me. I only wish that together we could have done better, that our heroism would have lived up to our duty, and to the expressions that we made at the beginning of the year. 
	 
	I would also like to thank the committees and their chairmen who have done better in 
	reconciliation this year than ever before. There are a large number of them. In many cases their contributions were minor compared to the scope of the bill, and yet to the committees involved there was a fair amount of sacrifice. I congratulate the committees, and urge them to do even better in the future. 
	 
	However, I do want to talk about what this whole game is about. We started with a summit agreement of $500 billion of savings. We are now down to what is a little hard to define because it is a moving target. But, certainly in terms of the CBO summer baseline, it is probably little more than $480 billion in savings. We started with a good deal of reduction of expenditure, and we are now down to more tax increases than domestic expenditure reductions. 
	 
	This chart and the chart that will follow, I think will explain what I am trying to say. Here is the CBO summer baseline. Here is what this wonderful bill is doing to reduce expenditures. Here is what it is doing to domestic discretionary expenditures. In the next 5 years it will spend $180 billion over the 1990 expenditure level. 
	 
	As the next tax chart comes in, we will find the tax revenues are also going over the baseline in the Rostenkowski by about $150 billion. 
	 
	This companion simply means that we are going to take every nickel of taxes and we are going to spend them for additional discretionary expenditures. 
	 
	How is that for a way to reduce deficits, Mr. and Mrs. America? How do citizens like paying more sales taxes, more employment taxes, and more personal taxes just to let Democrats do that extra spending? 
	 
	Have we saved anything here? I guess, we saved some defense money. Was that at issue here? No, defense spending is not even before the Members today. Did we save anything else? Yes, a little Medicare, but we came way down from the summit agreement. 
	 
	This process has produced an erosion of the savings of the summit, an erosion of entitlement savings, erosion of enforcement powers, a buildup of taxes under the theme of tax the rich, and a buildup of extraneous portions of the reconciliation bill. 
	 
	By my count, Mr. Chairman, in the Rostenkowski Democrat tax and spend bill, a little more than a third of this savings, including the interest, will have been derived from fees and taxes. Thirtysix percent will come from discretionary expenditures, all of which are military spending, and a tiny little 17 percent will come out of mandatory expenditures. 
	 
	Our goal was a bold and heroic plan, and what we have actually delivered is very, very little. Now, if Members believe that their constituents think that a third of the whole deficit reduction program is supposed to be taxes, then they will want to vote for the Democrat bill, for Rostenkowski. 
	 
	If Members believe their constituents need to pay more for cigarettes, need to pay for their jobs, and need to give up indexing of their tax rates, vote for the Rostenkowski amendment. If Members believe in cutting expenditures, it is a shame Members could not vote for the Republican alternative. 
	 
	MR. CHAIRMAN, I RISE IN OPPOSITION TO H.R. 5835, A BILL RECONCILING CONGRESSIONAL COMMITTEES TO PRODUCE DEFICIT REDUCTION IN ACCORDANCE WITH THE TERMS OF THE CONGRESSIONAL BUDGET RESOLUTION FOR FISCAL YEAR 1991, FISCAL YEAR 1992, FISCAL YEAR 1993, FISCAL YEAR 1994, AND FISCAL YEAR 1995. 
	 
	IN THE LAST COUPLE OF WEEKS, THE ISSUE OF DEFICIT REDUCTION HAS GENERATED MORE HOT AIR, CREATED MORE HARD FEELINGS, AND ALIENATED MORE OF THE AMERICAN PUBLIC -- UNDER THE GUISE OF BUDGET POLICY -- THAN IT HAS MANAGED TO DO SINCE I FIRST CAME 
	TO THIS BODY IN 1971. 
	 
	WE HAVE HEARD MANY ACCOUNTS OF THE EVENTS WHICH HAVE LED US TO THIS MOMENT. THE DEMOCRATS HAVE THEIR VERSION. THE REPUBLICANS HAVE THEIR VERSION. THE PRESIDENT AND THE WHITE HOUSE STAFF HAVE THEIR VERSION. THE AMERICAN PUBLIC 
	WATCHING THE BUDGET DEBACLE NO DOUBT HAS ITS OWN IDEAS ON JUST WHAT HAS BEEN HAPPENING HERE OVER THE PAST 9 MONTHS. I BELIEVE IT HAS DECIDED THAT THE MANAGEMENT OF THIS BODY IS INCOMPETENT TO DEAL WITH FISCAL POLICY. 
	 
	AS I SEE IT, CONGRESS WAS PRESENTED A BUDGET BY THE PRESIDENT LAST JANUARY. IT DID NOT LIKE THE PRESIDENT'S BUDGET, BUT WAS UNABLE TO MUSTER THE VOTES WITHIN ITS OWN RANKS TO PASS A BUDGET RESOLUTION. SO A SUMMIT AGREEMENT BECAME THE VEHICLE OF CHOICE -- BOTH SIDES COULD PLAY AND BOTH SIDES SHARE THE BLAME. THAT SUMMIT GROUP OF WHITE HOUSE AND CONGRESSIONAL NEGOTIATORS MET FOR OVER 5 MONTHS. 
	 
	ON THE EVE OF THE FISCAL YEAR, SEPTEMBER 30, THE SUMMIT ANNOUNCED DETAILS OF AN AGREEMENT. THAT AGREEMENT PROMISED $40.1 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 1991 AND $500 BILLION BY 1996. IT WAS NOT A PERFECT AGREEMENT, BUT IT DID 
	PROMISE TO ACHIEVE SIGNIFICANT SAVINGS. IT WAS COMPREHENSIVE AND WELL UNDERSTOOD. PERHAPS MOST IMPORTANT, IT WAS AN ENFORCEABLE AGREEMENT WITH ENFORCEMENT MEASURES UNLIKE ANY WE HAVE EVER TRIED BEFORE. 
	 
	IN THE WEE MORNING HOURS OF OCTOBER 5, THE HOUSE DEFEATED THE BUDGET RESOLUTION CONFERENCE REPORT THAT EMBODIED THE SUMMIT AGREEMENT. IT FAILED BECAUSE IT COULDN'T GAIN A MAJORITY OF VOTES FROM EITHER PARTY, MUCH LESS A MAJORITY OF THE HOUSE. 
	 
	THREE DAYS LATER, THE DEMOCRAT LEADERSHIP OF THE HOUSE PUSHED THROUGH A NEW VERSION OF THAT CONFERENCE REPORT. THAT RESOLUTION REDUCED SAVINGS IN ENTITLEMENT SPENDING, REDUCED AGRICULTURAL SAVINGS, FURTHER CUT DEFENSE SPENDING, AND INCREASED THE AMOUNT OF UNRECONCILED -- UNLIKELY TO EVER BE 
	ACHIEVED -- SAVINGS THAT WOULD HAVE RESULTED IF CONGRESS HAD SEEN FIT TO PASS THE EARLIER SUMMIT AGREEMENT. NEVERTHELESS, IT ALLOWED US TO MOVE ON TO THE NEXT STEP OF RECONCILING THE SAVINGS CALLED FOR IN THE BUDGET RESOLUTION. 
	 
	THE BUDGET RESOLUTION ESSENTIALLY PROPOSES TO REDUCE THE DEFICIT BY CUTTING DEFENSE SPENDING, INCREASING TAXES AND USER FEES, REDUCING ENTITLEMENTS, AND INCREASING DOMESTIC DISCRETIONARY SPENDING. IN THIS RECONCILIATION BILL, WE ARE 
	CONSIDERING THE PORTION OF THAT RESOLUTION DEALING WITH MANDATORY SPENDING AND NEW TAXES. THE OTHER LARGE PIECE OF THE BUDGET RESOLUTION – DISCRETIONARY SPENDING FOR DOMESTIC, INTERNATIONAL, AND MILITARY AFFAIRS -- WILL BE ENACTED AS WE CONSIDER EACH OF THE 13 APPROPRIATIONS CONFERENCE REPORTS STILL TO COME BEFORE THIS BODY. 
	 
	THIS RECONCILIATION BILL WILL YIELD 77 PERCENT OF THE DEFICIT REDUCTION CALLED FOR IN THE BUDGET RESOLUTION. SIXTY-EIGHT AND ONE-HALF PERCENT OF THE FIRST YEAR SAVINGS WILL COME IN THE FORM OF NEW FEES AND REVENUES. IF THIS BILL IS PASSED, FEES/REVENUES WILL ACCOUNT FOR 62.6 PERCENT OF THE 5-YEAR TOTAL. THAT'S NOT THE WAY THE AMERICAN PEOPLE WANT TO REDUCE THE DEFICIT. 
	 
	ENTITLEMENT SPENDING REDUCTIONS ACCOUNT FOR 21 PERCENT OF FIRST YEAR SAVINGS AND 16 PERCENT [*H10123] OF THE 5-YEAR PACKAGE. DEFENSE CUTS, THE ONLY CUTS CALLED FOR IN APPROPRIATED ACCOUNTS UNDER THE BUDGET RESOLUTION, COMPRISE 25 PERCENT OF FIRST YEAR SAVINGS AND 37 PERCENT OF THE SAVINGS PRODUCED IN THE FIRST 3 YEARS COVERED BY THE RESOLUTION. AFTER 1993, IF THE DEMOCRATS STILL CONTROL THIS BODY, WE ARE LIKELY TO SEE THE DEFENSE ACCOUNTS CONTRIBUTE SUBSTANTIALLY MORE, AND DOMESTIC DISCRETIONARY SPENDING IN
	 
	THE GREATEST FAILURE OF THE SUMMIT, AND OF THE DEMOCRAT-PASSED BUDGET RESOLUTION IS THE FAILURE TO REDUCE BY EVEN ONE DOLLAR THE AMOUNT SPENT ON DOMESTIC DISCRETIONARY PROGRAMS. OVER THE NEXT 5 YEARS, DOMESTIC DISCRETIONARY SPENDING WILL INCREASE BY A TOTAL OF $170 BILLION IN OUTLAYS OVER ITS 1990 LEVEL. 
	THIS IS MORE THAN WOULD BE SPENT IF WE JUST ALLOWED IT TO GROW AT THE RATE OF INFLATION. 
	 
	DEFENSE SPENDING WILL BE CUT, ENTITLEMENTS WILL BE CUT, TAXES WILL GO UP, BUT DOMESTIC DISCRETIONARY SPENDING WILL GROW AT A RATE WELL ABOVE INFLATION. WE CAN NOT DO ANYTHING ABOUT DISCRETIONARY SPENDING IN THIS BILL, BUT AS YOU VOTE FOR THE MEDICARE CUTS AND TAX INCREASES IN THIS PACKAGE, REMEMBER SOME OF THE PAIN MIGHT HAVE BEEN AVOIDED IF DOMESTIC DISCRETIONARY SPENDING WERE NOT SUCH A SACRED COW. 
	 
	RECONCILIATION IS ALWAYS THE HARDEST PART OF ENACTING ANY BUDGET RESOLUTION. IT REQUIRES COMMITTEES TO MAKE TOUGH DECISIONS BY PRODUCING SAVINGS FROM THE PROGRAMS UNDER THEIR JURISDICTION. WITHIN CERTAIN PARAMETERS, COMMITTEES CAN 
	PRODUCE THOSE SAVINGS BY IMPOSING FEES OR CUTTING OR ELIMINATING PLANNED SPENDING. THESE ARE THE ONLY TWO WAYS TO PRODUCE REAL, LASTING DEFICIT REDUCTION -- RAISE REVENUES OR CUT SPENDING. THIS RECONCILIATION BILL LUMPS TOGETHER THE DECISIONS OF EACH OF THE 12 COMMITTEES CHARGED WITH PRODUCING SAVINGS UNDER THE BUDGET RESOLUTION. IT IS AN IMPERFECT BILL, BECAUSE EVERYTHING IN IT DOES NOT CONTRIBUTE TO DEFICIT REDUCTION. SOME OF THE COMMITTEES WERE UNABLE TO PRODUCE THE SAVINGS ASKED OF 
	THEM. A FEW OF THE PROVISIONS IN THE BILL PRODUCE DISINGENUOUS SAVINGS. 
	 
	AGRICULTURE 
	 
	THE AGRICULTURE COMMITTEE WAS CHARGED WITH PRODUCING $1,022 MILLION IN SAVINGS IN THE FIRST YEAR AND $13,627 MILLION IN SAVINGS OVER 5 YEARS. WE ARE TOLD BY THE CBO THAT THE AGRICULTURE COMMITTEE WILL NOT MEET THESE DIRECTIVES. IT IS REALLY HARD TO DEBATE THE MERITS OF THE AGRICULTURE PORTION, HOWEVER, SINCE WE HAVE YET TO SEE A FINAL VERSION OF THE LANGUAGE OR A COST ESTIMATE -- EVEN AS DEBATE ON THIS BILL IS UNDERWAY ON THE FLOOR OF THE HOUSE. IF LEGISLATION IMPLEMENTING A GATT AGREEMENT IS NOT PASSED BY 
	SUBSTANTIALLY REDUCED AFTER 1993. IN FACT, IF AN AGEEMENT IS REACHED, THE SAVINGS FROM AGRICULTURE WILL FALL SHORT OF THE 5-YEAR TOTAL BY $17 BILLION. 
	 
	BANKING, FINANCE AND URBAN AFFAIRS 
	 
	THE BANKING COMMITTEE WAS DIRECTED TO PRODUCE $1,507 MILLION IN SAVINGS IN 1991 AND $13,258 MILLION OVER 5 YEARS. THE COMMITTEE REPORTS RESPECTIVE SAVINGS OF $1,723 MILLION AND $13,407 MILLION. THE LION'S SHARE OF THE BANKING COMMITTEE'S RECONCILED SAVINGS (65 PERCENT IN 1/67 PERCENT OVER 5) COMES FROM A DUBIOUS 
	PROPOSAL REGARDING THE BANK INSURANCE FUND. THIS MEASURE REQUIRES THE FDIC TO DO WHAT IT ALREADY HAS AUTHORITY FOR UNDER PRESENT LAW -- SEIDMAN HAS ALREADY ANNOUNCED AN INCREASE ON THE DEPOSIT INSURANCE IT REQUIRES OF BANKS TO 19 
	CENTS, WITH EXPECTED INCREASES TO 23 CENTS IN THE NEXT YEAR. 
	 
	THE CONGRESSIONAL BUDGET OFFICE [CBO] IS SCORING THIS AS DEFICIT REDUCTION BECAUSE IT IS ANTICIPATED THAT THE FDIC WILL HAVE TO RAISE RATES TO COVER ITS LIABILITIES. THE TRUTH HERE, HOWEVER, IS THAT ALL OF THE MONEY RAISED BY FDIC WILL EITHER GO TOWARD PAYING OFF DEPOSITORS OR TOWARD RAISING THE BANK INSURANCE 
	FUND TO A SAFE LEVEL. THE MONEY WILL NOT BE APPLIED TOWARD SHRINKING THE DEFICIT. IT WILL ONLY CONTRIBUTE TO HELPING KEEP THE HOLE FROM GETTING BIGGER. 
	 
	EDUCATION AND LABOR. 
	 
	THE COMMITTEE WAS DIRECTED TO PRODUCE $215 MILLION IN SAVINGS IN FISCAL YEAR 1991 AND $3,770 MILLION OVER 5 YEARS. WHILE IT HAS EXCEEDED ITS DIRECTIVE FOR 1991, THE COMMITTEE FALLS MORE THAN $100 MILLION SHORT IN MEETING ITS 5-YEAR TARGET. ONE SPECIFIC CONCERN I HAVE WITH THE SAVINGS REPORTED BY THIS COMMITTEE IS THAT 87 PERCENT OF ITS FIRST YEAR SAVINGS AND 51 PERCENT OF ITS 5 YEAR SAVINGS COME IN THE FORM OF INCREASED FEES AND PENSION INSURANCE PREMIUMS. ADDITIONALLY, $22 MILLION IN 1991 SAVINGS AND $141 
	FROM CIVIL PENALTIES. NO ADJUSTMENTS FOR BEHAVIOR CHANGES ARE INCLUDED IN THESE PARTICULAR ESTIMATES SO THEY ARE PROBABLY OVERLY OPTIMISTIC. 
	 
	EVEN WORSE, THE COMMITTEE PILED ON EXTRANEOUS AND CONTROVERSIAL MEASURES HAVING NOTHING TO DO WITH DEFICIT REDUCTION. CHILD CARE IN THE FORM OF H.R. 3 IS HERE. CRIMINAL PENALTIES UNDER OSHA ARE HERE. A NEW COLLEGE FACILITY FINANCING PROGRAM IS HERE. OVER 100 EXTRANEOUS PROVISIONS, MONEY PROTECTING SPECIAL INTERESTS ARE HIDDEN IN THIS BILL. THIS IS THE WRONG VEHICLE FOR THESE ITEMS AND THEY SHOULD BE REMOVED FROM THE TEXT OF RECONCILIATION AND TAKEN UP SEPARATELY BASED ON THEIR INDIVIDUAL MERITS. 
	 
	ENERGY AND COMMERCE 
	 
	THE ENERGY AND COMMERCE COMMITTEE ALSO EXCEPTED ITS DIRECTIVE FOR FISCAL YEAR 1991, BUT FALLS SHORT OF PRODUCING THE REQUIRED 5-YEAR SAVINGS. THE COMMITTEE WAS CHARGED WITH SAVINGS OF $3,731 MILLION IN FISCAL YEAR 1991 AND $43,721 MILLION OVER 5 YEARS. FOR FISCAL YEAR 1991, THE COMMITTEE IS $186 MILLION OVER TARGET, BUT FALLS A WHOPPING $3,157 MILLION SHORT OF THE 5-YEAR DIRECTIVE. MEDICARE YIELDS 93 PERCENT OF THE COMMITTEE'S FIRST YEAR SAVINGS AND 95 PERCENT OF ITS 5 YEAR SAVINGS. MEDICARE PROVIDES WILL B
	 
	THE MEDICAID PORTION OF THE COMMITTEE'S RECONCILIATION SUBMISSION CONTAINS $506 MILLION IN FISCAL YEAR 1991 SAVINGS AND $4,942 MILLION IN 5 YEAR SAVINGS. UNFORTUNATELY FOR THE BUDGET DEFICIT, THE COMMITTEE DID NOT LIMIT ITSELF TO MEASURES THAT REDUCE THE DEFICIT. WHILE IT PRODUCES THESE SAVINGS, IT SPENDS $234 MILLION FOR NEW INITIATIVES IN FISCAL YEAR 1991 AND $2,854 MILLION OVER 5-YEARS. THESE ARE NO DOUBT IMPORTANT, WORTHWHILE, AND MUCH NEEDED PROVISIONS. BUT THE SUMMIT AGREEMENT THIS BILL ATTEMPTS TO RE
	LEGISLATION. 
	 
	INTERIOR AND INSULAR AFFAIRS. 
	 
	THE COMMITTEE WAS CHARGED WITH PRODUCING FISCAL YEAR 1991 SAVINGS OF $343 MILLION AND 5-YEAR SAVINGS OF $2,018 MILLION. THE COMMITTEE MISSED ITS FIRST YEAR TARGET BY $18 MILLION, BUT PROMISES TO EXCEED ITS 5-YEAR TOTAL BY $371 MILLION. NINETY-ONE PERCENT OF THE COMMITTEE'S DEFICIT REDUCTION PROPOSALS COME IN THE FORM OF USER FEES. 
	 
	JUDICIARY 
	 
	THE COMMITTEE WAS DIRECTED TO PRODUCE $91 MILLION AND $495 MILLION, RESPECTIVELY, IN FISCAL YEAR 1991 AND 5-YEAR SAVINGS. THIS BILL WOULD INCREASE PATENT AND TRADEMARK FEES FOR THE 1991-95 PERIOD, IT WOULD AUTOMATICALLY CREDIT THESE FEES TO THE "SALARIES AND EXPENSES ACCOUNT" OF THE PATENT AND TRADEMARK 
	OFFICE, ALLOWING THEM TO BE AVAILABLE WITHOUT APPROPRIATION. THEREFORE, THERE WILL BE NO NET SAVINGS. UNLESS THE BILL IS AMENDED TO MAKE THE ADDITIONAL FEES OFFSETTING RECEIPTS SUBJECT TO APPROPRIATIONS, THE COMMITTEE CAN NOT BE SCORED 
	WITH ANY DEFICIT REDUCTION. 
	 
	MERCHANT MARINE AND FISHERIES 
	 
	THE GOOD NEWS IS THAT THE COMMITTEE MANAGED TO EXCEED ITS FISCAL YEAR 1991 DIRECTIVE BY $18 MILLION AND ITS 5-YEAR DIRECTIVE BY $34 MILLION. THE BAD NEWS IS THAT THE COMMITTEE ACHIEVES THESE TARGETS SOLELY BY RAISING FEES. ADDITIONALLY, THE LANGUAGE REPORTED BY THIS COMMITTEE CONTAINS NUMEROUS EXTRANEOUS PROVISIONS, INCLUDING LANGUAGE INTRODUCING WATER QUALITY STANDARDS FOR RECREATION AREAS, ALLOWING THE ACQUISITON OF REAL ESTATE, AND CLEARING THE WAY TO BUILD ANOTHER DAM. ALSO, THE COMMITTEE EXTENDS VETERA
	 
	THE REALLY BAD NEWS IS THAT A POINT OF ORDER WILL BE MADE AGAINST $1 BILLION IN FEES. THIS BILL WILL SOON LOSE A FULL BILLION DOLLARS IN SAVINGS. 
	 
	POST OFFICE AND CIVIL SERVICE 
	 
	THE COMMITTEE EXCEEDS BOTH ITS FIRST AND 5-YEAR DIRECTIVES -- $2,165 MILLION AND $14,350 MILLION -- BY $261 MILLION AND $110 MILLION, RESPECTIVELY. THE SO-CALLED REFORM OF THE CIVIL SERVICE LUMP-SUM RETIREMENT BENEFIT IS UNFORTUNATELY NOT MUCH MORE THAN A TIMING SHIFT. THIS BILL PROPOSES TO SUSPEND FOR 5 YEARS THE 
	50/50 LUMP-SUM BENEFIT. UNDER THIS PROPOSAL, PAYMENTS WE CURRENTLY MAKE TO FEDERAL RETIREES WHO OPT FOR THE LUMP SUM WOULD INSTEAD BE PAID OUT MORE SLOWLY DURING THEIR RETIREMENT. SINCE MUCH OF THE PAYOUT TAKES PLACE OUTSIDE 
	THE 5-YEAR ESTIMATING WINDOW, ELIMINATING THE LUMP SUM SAVES MONEY IN EACH YEAR OF THE PACKAGE. ON A LONG-TERM ACTUARIAL BASIS, HOWEVER, THE PROPOSAL DOES NOT SAVE ANYTHING. 
	 
	PUBLIC WORKS AND TRANSPORTATION 
	 
	OF THE 12 COMMITTEES DIRECTED TO PRODUCE SAVINGS IN THIS RECONCILIATION BILL, NONE WAS MORE SUCCESSFUL IN IGNORING THE BUDGET RESOLUTION THAT THE PUBLIC WORKS AND TRANSPORTATION COMMITTEE. THIS COMMITTEE WAS CHARGED WITH PRODUCING MODEST DIFICIT REDUCTION OF $42 MILLION IN FISCAL YEAR 1991 AND $254 
	MILLION OVER THE NEXT 5 YEARS. INSTEAD, IT SUCCEEDED IN PRODUCING ADDITIONAL DIRECT SPENDING OF $240 MILLION IN FISCAL YEAR 1991 AND AN INCREDIBLE $3,204 MILLION OVER THE NEXT 5 YEARS. WHILE THE REST OF THIS RECONCILIATION PACKAGE IS AT LEAST AIMED IN THE DIRECTION OF DIFICIT REDUCTION, THE PUBLIC WORKS COMMITTEE'S SUBMISSION IS SO FAR IN THE OPPOSITE DIRECTION THAT IT SHOULD SIMPLY BE STRIPPED FROM THE BILL AS EXTRANEOUS MATTER. SOME OF IT WILL BE. 
	 
	[*H10124] SCIENCE, SPACE AND TECHNOLOGY 
	 
	LAUDABLY, THE COMMITTEE EXCEEDS ITS RECONCILIATION DIRECTIVES BY $1 MILLION IN FISCAL YEAR 1991 AND $8 MILLION OVER THE 5-YEAR PERIOD. THE ENTIRE $6 MILLION FISCAL YEAR 1991 SAVINGS AND THE $33 MILLION 5-YEAR SAVINGS IS DERIVED FROM USER FEES. ADDITIONALLY, THE COMMITTEE SUBMISSION INCLUDES FOUR CLEARLY EXTRANEOUS 
	PROVISIONS: ONE AUTHORIZING A STUDY TO IDENTIFY NEW, POTENTIAL USER FEES, ONE ESTABLISHING A MANDATORY RADON PROGRAM AT EPA, ONE CONTAINING THE COMPLETE TITLE III LANGUAGE OF H.R. 5170 -- FAA RESEARCH, ENGINEERING, AND DEVELOPMENT AUTHORIZATION ACT OF 1990 -- AND ANOTHER CONTAINING THE PROVISIONS OF SECTION 2 OF H.R. 4887 -- CATASTROPHIC FAILURE PREVENTION RESEARCH PROGRAM. I BELIEVE WE SHOULD ACCEPT WITH GRATITUDE THE REAL DEFICIT REDUCTION PRODUCED BY THE COMMITTEE, BUT RESPECTFULLY REQUEST THAT THE EXTRA
	 
	VETERAN'S AFFAIRS 
	 
	THE COMMITTEE WAS DIRECTED TO PRODUCE SAVINGS OF $620 MILLION IN FISCAL YEAR 1991 AND $3,350 MILLION OVER 5 YEARS. IT EXCEEDS THESE TARGETS BY $7 MILLION IN FISCAL YEAR 1991 AND $252 MILLION OVER 5 YEARS. ALL BUT $73 MILLION OF THE TOTAL VETERANS' PACKAGE DEFICIT REDUCTION IS ACHIEVED THROUGH PROGRAM REFORMS, RATHER THAN INCREASED USER FEES. 
	 
	WAYS AND MEANS 
	 
	BY FAR THE LARGEST PORTION OR RECONCILIATION IS ACHIEVED THROUGH LANGUAGE SUBMITTED BY THE WAYS AND MEANS COMMITTEE. IT IS IMPORTANT TO NOTE, HOWEVER, THAT THIS PACKAGE CONTAINS NONE OF THE ECONOMIC GROWTH INCENTIVES ENVISIONED 
	WHEN THE SUMMIT WAS CONVENED OR REITERATED WITH THE PRESIDENT'S REPUDIATION OF HIS "NO NEW TAXES PLEDGE." 
	 
	THE COMMITTEE ACHIEVES $22,873 MILLION IN SAVINGS IN FISCAL YEAR  
	1991 AND $198,235 MILLION OVER 5 YEARS -- $5,328 MILLION AND $3,832 MILLION MORE THAN DIRECTED IN THE BUDGET RESOLUTION. TAXES ACCOUNT FOR $19.4 MILLION OF THE FISCAL YEAR 1991 SAVINGS AND $52.8 MILLION OF THE 5-YEAR SAVINGS. 
	 
	SUMMARY 
	 
	WHEN THE SUMMIT MECHANISM WAS CREATED LAST SPRING, THE ORDER WAS PLACED FOR $50 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 1991 AND $500 BILLION BY 1995. THE ORIGINAL SUMMIT AGREEMENT DEFEATED BY THIS HOUSE ON OCTOBER 5 OFFERED SAVINGS OF $40.1 BILLION IN FISCAL YEAR 1991 AND $500 BILLION BY FISCAL YEAR 1995. THE BUDGET RESOLUTION AGREED TO ON OCTOBER 8 WILL PRODUCE AN OPTIMISTIC $38.8 BILLION IN SAVINGS IN FISCAL YEAR 1991 AND $483 BILLION OVER THE 5-YEAR PERIOD. 
	 
	THIS RECONCILIATION BILL WILL IMPLEMENT THE LARGEST PORTION OF THE $38.8BILLION IN SAVINGS CALLED FOR IN THE BUDGET RESOLUTION. IT PRODUCES $29.9 BILLION IN DEFICIT REDUCTION IN FISCAL YEAR 1991 AND $246.2 BILLION BETWEEN 1991 AND 1995. THIS RECONCILIATION BILL ACCOUNTS FOR 77 PERCENT OF THE TOTAL FIRST YEAR SAVINGS -- DEFENSE CONTRIBUTES THE REST -- CALLED FOR IN THE BUDGET RESOLUTION. IT COMPRISES 51.5 PERCENT OF THE 5-YEAR TOTAL. 
	 
	NEW REVENUES, NOT INCLUDING THOSE USER FEES SCORED AS ENTITLEMENT SAVINGS, ACCOUNT FOR 64 PERCENT OF THIS BILL'S FIRST YEAR SAVINGS AND 58 PERCENT OF THE 5- YEAR TOTAL. WITH RESPECT TO THE TOTAL BUDGET RESOLUTION PACKAGE, REVENUES AS DEFINED IN THIS BILL, ACCOUNT FOR 50 PERCENT OF THE FISCAL YEAR 1991 DEFICIT 
	REDUCTION AND 30 PERCENT OF THE 5-YEAR PACKAGE TOTAL. 
	 
	IF WE CONSIDER USER FEES TO BE WHAT THEY REALLY ARE -- NEW TAXES, THE TOTAL REVENUE COMPONENT OF THIS RECONCILIATION PACKAGE GROWS TO 68.5 PERCENT IN FISCAL YEAR 1991 AND 62.6 PERCENT OF THE 5-YEAR TOTAL. COMPARED TO THE TOTAL BUDGET RESOLUTION PARCEL, COMBINED USER FEES AND REVENUES IN THIS 
	RECONCILIATION BILL TOTAL $20.5 BILLION -- 53 PERCENT -- IN FISCAL YEAR 1991 AND $155.7 BILLION -- 32.2 PERCENT -- OVER 5 YEARS. IF THE DEMOCRATIC ALTERNATIVE IS PASSED, TAXES AND FEES WILL CONTRIBUTE 36.7 PERCENT OF THE 5-YEAR TOTAL BUDGET PACKAGE. 
	 
	I OPPOSE THIS RECONCILIATION BILL ON ITS OWN MERITS AND BECAUSE IT IS AN INTEGRAL PART OF THE DEMOCRAT-DESIGNED AND DEMOCRAT-PASSED BUDGET RESOLUTION. ASIDE FROM ITS ATTACK ON DEFENSE SPENDING, THIS PACKAGE IS SHORT ON SPENDING CUTS AND LONG ON TAXES. 
	 
	THE ONLY DISCRETIONARY SPENDING CUTS PROVIDED FOR IN THE ENTIRE BUDGET RESOLUTION ARE THOSE IN MILITARY SPENDING. DEFENSE CUTS ACCOUNT FOR 25 PERCENT OF THE REAL ENTITLEMENT SPENDING REFORMS ONLY ACCOUNT FOR 21 PERCENT OF THE FISCAL YEAR 1991 DEFICIT REDUCTION PACKAGE AND 16 PERCENT OF THE 5-YEAR PROMISE. OUTLAYS FOR DOMESTIC DISCRETIONARY SPENDING WILL GROW $128.3 BILLION OVER 1990 LEVELS BY THE END OF THIS 5-YEAR PACKAGE. 
	 
	NO MATTER HOW YOU VIEW IT, THIS IS A TAX-HEAVY PROPOSITION. THE DEFICIT REDUCTION IN THIS DEMOCRAT-SPONSORED RECONCILIATION BILL AND THE BUDGET RESOLUTION WHICH BEGAT IT, SQUARELY PLACE THE BURDEN OF DEFICIT REDUCTION ON THE SHOULDERS OF THE 
	TAXPAYER. UNTIL THE AMERICAN PUBLIC GETS A LITTLE RELIEF FROM THE CONGRESSIONAL PORK BARREL, I WILL NOT SUPPORT SUCH ONEROUS TAX INCREASES. 
	 
	Mr. PANETTA. Mr. Chairman, I yield 3 minutes to the gentleman from Kansas [Mr. Slattery]. 
	 
	Mr. SLATTERY. Mr. Chairman, when all the political dust settles here today, it is critical for Members to vote to reduce our deficit. Our Nation's economic future is clearly in jeopardy, and I am pleased that President Bush has acknowledged this. 
	 
	I must admit that I am deeply worried about how our country will deal with the next recession. In every recession since the Great Depression, our Government has either cut taxes or increased spending to stimulate out of a recession, and that is exactly what Ronald Reagan did in 1981. 
	 
	My colleagues, what are we going to do to stimulate out of the next recession when we go into it with a $200 billion deficit? We could easily see a $300 or $400 billion deficit, that has to be financed by foreign capital. The only way we could attract foreign capital is with high interest rates. Yet at home, the only way we could stimulate the economy is with lower interest rates. My friends, we would clearly be in a jam where we would have one foot on the economic accelerator and one foot on the economic b
	 
	Mr. Chairman, as we look at this package, we must not lose sight of some basic facts. This is a $500 billion 5-year deficit reduction package. It is the largest deficit reduction package that we have voted on in recent years. It contains real cuts and real revenues, with real budget process reform. Of this $500 billion total, two-thirds is from spending reductions. Yes, we are making some tough spending cuts in entitlements, in defense, and in agriculture. One-third is from revenue. 
	 
	Mr. Chairman, let me point out to my colleagues that the President endorsed a revenue increase of $130 billion in the summit agreement. 
	 
	In fact, Mr. Chairman, the President went on national television to urge us to vote for this $130 billion revenue package. 
	 
	Well, the American people responded. They called us and they said, "Don't vote for it," and the reason they did is because they thought it was unfair, and they were right. 
	 
	This plan makes some changes. The Rostenkowski plan drops the 12-percent gasoline tax, a regressive tax that was wrong, and in its place we have a modest increase in the income tax rate for those people in this country who have an income of more than $185,000 a year. 
	 
	Mr. Chairman, the easy vote today is "no." You can go home and easily justify your vote, to the applause of many special interests, but there is one special interest who will not hear you. They are too young to understand what we are doing today. They are the kids who will have to pay every dollar of every bill that we refuse to pay, and it is simply immoral for us to continue this policy of the last 10 years. 
	 
	Mr. Chairman, I urge my colleagues to vote for this reconciliation package. 
	 
	Mr. PANETTA. Mr. Chairman, I yield myself the balance of the time. 
	 
	Mr. Chairman, I also want to express my thanks to the gentleman from Minnesota [Mr. Frenzel] for the cooperation he has shown me during this battle. My only hope was that we could have worked together on this package. 
	 
	The American people expect us to face up to the challenge today, not to run from it, not to kid them, but to face up to it. They have heard a lot of excuses. The time for excuses is over. This is the time to make tough choices; $30 billion in savings the first year, $250.7 billion in savings over 5 years. 
	 
	Americans want to believe in us, but to do that we have to believe in ourselves and have the courage to make the tough choices. Let us make them by voting for this package today. 
	 
	MR. WOLPE. MR. CHAIRMAN, I RISE IN STRONG SUPPORT OF THE PACKAGE THAT IS BEFORE MEMBERS. I THINK THE ONLY RESPONSIBLE DECISION WE CAN MAKE IS TO EMBRACE THIS PACKAGE, AS WELL AS THE ROSTENKOWSKI AMENDMENT. 
	 
	THE DEFICIT CRISIS WE FACE IS REAL. IT IS DESTROYING OUR ECONOMY. OUR FUTURE IS BEING UNDERMINED. WE ARE AFFECTING A TREMENDOUS TRANSFER OF WEALTH, AMERICAN WEALTH, OVERSEAS INTO FOREIGN INTERESTS. DURING THE EIGHTIES THE UNITED STATES DEVOLVED FROM THE LARGEST CREDITOR NATION IN THE WORLD TO LARGEST DEBTOR, AND WE SAW OUR SHARE OF THE TOP BANKS AND CORPORTATIONS [*H10125] IN THE WORLD SLIP. WE ARE LOSING CONTROL OF OUR ECONOMIC DESTINY, AS MORE AND MORE DECISIONS WHICH AFFECT AMERICAN JOBS ARE MADE OUTSIDE
	 
	IT IS TIME NOW TO GET OUR ECONOMIC HOUSE IN ORDER. WE HAVE TO BEGIN THAT PROCESS TODAY, NOT TOMORROW. AS MY COLLEAGUE FROM TEXAS, MR. STENHOLM, SAYS, "WHEN YOU'RE IN A HOLE, AND YOU WANT TO GET OUT, THE FIRST RULE OF THUMB IS TO STOP DIGGING." I BELIEVE THAT IT IS TIME TO STOP DIGGING A DEEPER HOLE. 
	 
	THE DEFICIT REDUCTION PACKAGE THAT WE HAVE BEFORE MEMBERS IS AS REAL AS THE CRISIS ITSELF. THERE ARE NO EASY OR PAINLESS SOLUTIONS. WE ALL KNOW THAT. THERE IS NO QUICK FIX. THE SPENDING CUTS AND REVENUE INCREASES IN THE PACKAGE BEFORE US ARE BOTH NEEDED IN ORDER TO END THE CRISIS. 
	 
	THE MAJORITY OF THE PACKAGE, INDEED, IS SPENDING CUTS. THREE HUNDRED BILLION OF THE $500 BILLION ARE SPENDING CUTS, AND THEY ARE REAL. MAKE NO MISTAKE ABOUT IT, ALL AMERICANS WILL BE ASKED TO SACRIFICE IN ORDER TO GET OUR ECONOMY BACK ON TRACK. 
	 
	THIS PACKAGE WILL BE ACCEPTED BY THE AMERICAN PEOPLE IF WE HAVE THE GUTS TODAY TO EMBRACE IT, BECAUSE THE AMERICAN PEOPLE UNDERSTAND THAT WE HAVE TO TAKE CONTROL OF OUR DESTINY. WHAT THEY INSIST UPON, HOWEVER, IS THAT THE BURDEN OF 
	DEFICIT REDUCTION BE SPREAD FAIRLY -- THAT THERE IS NO CATEGORY OF THE POPULATION, PARTICULARLY THOSE WEALTHY AMERICANS WHO HAVE BENEFITED THE MOST FROM THE REAGAN ECONOMIC POLICIES -- THAT IS EXEMPT FROM THE BURDEN OF DEFICIT REDUCTION. 
	 
	THIS PACKAGE IS A FAIR PACKAGE. IT WILL INSIST, IT WILL REQUIRE THAT THE VERY WEALTHIEST 1 PERCENT OF OUR CITIZENS -- AMERICANS WHO HAVE EXPERIENCED HUGE TAX CUTS IN THE PAST 10 YEARS AND HAVE SEEN THEIR INCOME GROW FROM AN AVERAGE OF $313,000 TO $550,000 PER YEAR, SO THAT TODAY THEY COMMAND AS MUCH WEALTH AS THE BOTTOM 40 PERCENT OF THE POPULATION -- WILL FINALLY HAVE TO PAY THEIR FAIR SHARE. 
	 
	LET MEMBERS BE CLEAR ABOUT TWO THINGS. THERE IS NO WAY TO REACH THE DEFICIT REDUCTION TARGETS AGREED TO BY THE PRESIDENT, BY THE BIPARTISAN LEADERSHIP OF THE HOUSE AND SENATE, WITHOUT A COMBINATION OF BOTH SPENDING CUTS AND NEW 
	REVENUES. LET MEMBERS BE EQUALLY CLEAR THAT THE REALITY OF THE NO TAX PLEDGES THAT SO MANY OF OUR COLLEAGUES HAVE TAKEN HAS BEEN TO LOCK IN AN UNFAIR TAX SYSTEM AND ENSURE THAT THE VERY WEALTHIEST AMONG US WILL BE EXEMPT FROM ANY OF THE BURDENS OF DEFICIT REDUCTION. IT ALSO MEANS THAT THE LION'S SHARE OF DEFICIT REDUCTION WILL FALL, AGAIN, ON MIDDLE AND LOWER INCOME AMERICANS -- WHO HAVE BEEN SQUEEZED ENOUGH. 
	 
	WE ARE, IN THIS PACKAGE THAT IS BEFORE MEMBERS TODAY, ABLE TO DRAMATICALLY REDUCE THE CUTS THAT WERE ORIGINALLY GOING TO BE IMPOSED UPON MEDICARE RECIPIENTS. WE HAVE BEEN ABLE TO ELIMINATE THE PROVISION THAT WAS CALLING FOR A 2- WEEK DELAY IN UNEMPLOYMENT COMPENSATION PAYMENTS. WE HAVE BEEN ABLE TO REDUCE THE BURDEN UPON FAMILY FARMERS. WE HAVE BEEN ABLE TO DO THAT PRECISELY BECAUSE WE WERE WILLING IN THIS PACKAGE TO SAY THAT THE WEALTHY WHO HAVE BEEN THE BENEFICIARIES OF THE PAST YEARS SHOULD NOW STAND UP 
	 
	LET MEMBERS GET BEYOND THIS IMMEDIATE CRISIS, AND GET OUR COUNTRY ONTO A MUCH MORE POSITIVE FUTURE. LET MEMBERS ENACT THE PACKAGE TODAY. 
	 
	MR. KYL. MR. CHAIRMAN, THERE HAS BEEN A LOT OF TALK ABOUT FAIRNESS BY OUR COLLEAGUES ON THE DEMOCRATIC SIDE OF THE AISLE. BUT, THIS TAX BILL FAILS EVERY TEST OF FAIRNESS. 
	 
	A FAMILY OF FOUR EARNING $35,200 WOULD SEE A TAX INCREASE OF 7.4 PERCENT UNDER THIS PLAN. A SINGLE PERSON MAKING $21,000 A YEAR WILL FIND A TAX BILL 5 PERCENT HIGHER. TAX THE RICH? FAMILIES EARNINGS $35,000 A YEAR ARE GOING TO BE VERY SURPRISED TO LEARN THAT THEY ARE NOW AMONG THE RICH. 
	 
	THE TRUTH OF THE MATTER IS THAT THE DEMOCRATS AREN'T TALKING ABOUT TAXING THE RICH; THEY ARE TALKING ABOUT TAXING EVERY AMERICAN.  
	 
	MR. CHAIRMAN, FEDERAL TAX COLLECTIONS HAVE DOUBLED IN THE LAST 10 YEARS. APPARENTLY, A MERE DOUBLING OF REVENUES ISN'T ENOUGH. THE DEMOCRATS NOW WANT TO LEVY THE LARGEST TAX INCREASE IN AMERICAN HISTORY -- NOT ON THE RICH -- BUT ON ALL AMERICANS, EVEN THOSE WITH MODEST INCOMES. 
	 
	THIS BILL WOULD DELAY INDEXING OF TAX BRACKETS AND PERSONAL EXEMPTIONS. THAT ONE PROVISION REPRESENTS $36 BILLION OUT OF THE POCKETS OF ALL AMERICANS OVER THE NEXT 5 YEARS. THE INCREASED MEDICARE PREMIUM AND DEDUCTIBLE WILL FORCE SENIOR CITIZENS TO SHOULDER A DISPROPORTIONATE SHARE OF DEFICIT REDUCTION. IT LAYS THE FOUNDATION FOR A NEW NATIONAL SALES TAX UNDER THE GUISE OF LUXURY TAXES. IT TAXES ALCOHOL AND TOBACCO. 
	 
	THE DEMOCRATS WANT THE AMERICAN PEOPLE TO PAY SIGNIFICANTLY HIGHER TAXES SO THAT CONGRESS CAN CONTINUE ITS SPENDING BINGE. LOOK AT THE SPENDING BILLS THE HOUSE OF REPRESENTATIVES HAS PASSED SO FAR. THE VA-HUD APPROPRIATIONS BILL 17.3 PERCENT OVER LAST YEAR'S LEVELS. THE LABOR-HEALTH AND HUMAN SERVICES EDUCATION BILL WHICH TOTALED 11.3 PERCENT OVER LAST YEAR'S LEVELS, A $17.3 BILLION INCREASE. THE AGRICULTURE APPROPRIATIONS BILL TOTALED 11.5 PERCENT MORE THAN LAST YEAR. THE TREASURY-POSTAL SERVICE APPROPRIAT
	 
	IF TAXES ARE INCREASED, DOES ANYONE REALLY BELIEVE THAT SPENDING WILL BE CONSTRAINED? I DON'T THINK THE AMERICAN PEOPLE ARE FOOLED BY THIS PACKAGE. IT IS TAX AND SPEND ALL OVER AGAIN. 
	 
	I URGE MY COLLEAGUES TO OPPOSE THE BILL. 
	 
	MR. GRADISON. MR. CHAIRMAN, THE DEBATE OVER THE BUDGET AND THE APPROACHING ELECTION HAVE FOCUSED ATTENTION ON THE ECONOMY DURING THE EIGHTIES. SO FAR, THE DEMOCRATIC INTERPRETATION IS PREVAILING IN THE MEDIA AND THREATENS TO BECOME THE CONVENTIONAL WISDOM. THEIR INTERPRETATION, HOWEVER, IS WRONG. AS ALAN GREENSPAN ONCE SAID, "EVERYONE IS ENTITLED TO THEIR OWN OPINIONS, BUT NOT THEIR OWN FACTS." 
	 
	STRIPPED OF THE RHETORICAL VENEER, THE DEMOCRATS' ARGUMENTS CAN BE SEED FOR WHAT THEY ARE, THE POLITICS OF ENVY. THESE ARGUMENTS ARE TOO IMPORTANT TO LET GO UNCHALLENGED. 
	 
	FAMILY INCOME 
	 
	DEMOCRATS HAVE HAD A FIELD DAY WITH STATISTICS AND DEMONSTRATE LITTLE OR NO CHANGE IN REAL, THAT IS, AFTER INFLATION FAMILY INCOME SINCE THE EARLY SEVENTIES. THE CAUSE OF THIS IS HARDLY REPUBLICAN POLICIES. RATHER, IT IS TWO EXTERNAL OIL SHOCKS AND THE INFLATIONARY PERIOD OF THE CARTER ADMINISTRATION. IT HAS TAKEN THE LONGEST PEACETIME EXPANSION IN OUR NATION'S HISTORY JUST TO GAIN BACK LOST GROUND. 
	 
	THIS IS ALSO TRUE WHEN YOU LOOK AT FAMILY INCOME BY INCOME GROUPS, THE FOLLOWING TABLE SHOWS THAT ALL GROUPS LOST GROUND FROM 1973 TO 1981 AND ALL GROUPS GAINED DURING THE EIGHTIES. THE RICH DID NOT GET RICHER AT THE EXPENSE OF THE POOR; RATHER, EVERYONE GOT RICHER. TO COMPLAIN THAT SOMEONE GOT RICHER FASTER THAN SOMEONE ELSE IS TO ENGAGE IN THE POLITICS OF ENVY. 
	 
	CHANGE IN REAL FAMILY INCOME BY QUINTILE AND RACE 
	 
	[In percent] 
	Quintile    1973-81    1981-88 
	 
	Top fifth      -5.5     20.6 
	2d fifth      -5.8     12.9 
	3d fifth      -7.9     10.2 
	4th fifth      -12.0     8.7 
	Bottom Fifth      -15.8     5.6 
	Whites      -7.1     15.0 
	Blacks       -7.4     16.5 
	 
	IT IS ALSO WORTH NOTING THAT WHILE THE INCOME OF BLACK FAMILIES FELL DURING THE SEVENTIES SLIGHTLY MORE THAN WHITE FAMILES, SINCE 1981, BLACK FAMILY INCOME HAS RISEN FASTER THAN WHITE FAMILY INCOME. 
	 
	A NATION OF HAMBURGER FLIPPERS? 
	 
	DEMOCRATS OFTEN ALLEGE THAT WE ARE EXPORTING ALL OUR GOOD JOBS OVERSEAS. THE FACTS ARE OTHERWISE. THE UNPRECEDENTED JOB GROWTH OF THE EIGHTIES HAS BEEN IN GOOD JOBS AT GOOD WAGES, AND HAS BEEN IN HIGHER PAYING JOBS THAN THE JOBS CREATED DURING THE SEVENTIES. 
	 
	WE ARE BECOMING A HIGH-TECHNOLOGY, SERVICE-ORIENTED ECONOMY, BUT WE ARE, AT THE SAME TIME, MAINTAINING AND EXPANDING OUR MANUFACTURING BASE. MANUFACTURING'S SHARE OF GNP TODAY IS AT ITS HISTORICAL AVERAGE AND HAS BEEN CLIMBING SINCE 1982 AFTER A SIGNIFICANT DECLINE DURING THE SEVENTIES. 
	 
	TAXES AND THE RICH 
	 
	RECENTLY, THE DEMOCRATS HAVE BEEN RESORTING TO APPEALS TO CLASS DISTINCTIONS, CLAIMING THE RICH AREN'T PAYING THEIR FAIR SHARE OF TAXES. TO RECTIFY THIS INJUSTICE, THE DEMOCRATS SEEK TO RAISE MARGINAL RATES AND IMPOSE A SURTAX ON MILLIONAIRES, A STARK REVERSAL OF THE GOALS OF THE TAX REFORM ACT OF 1986. 
	 
	THE FACTS, HOWEVER, INDICATE THAT THE RICH ARE PAYING AT LEAST THEIR FAIR SHARE OF INCOME TAX. THE SHARE OF FEDERAL INCOME TAXES PAID BY THE RICHEST 1 PERCENT OF TAXPAYERS CLIMBED FROM NEARLY 7 PERCENT IN 1981 TO OVER 13 PERCENT IN 1986 -- ALMOST A DOUBLING -- AND THE RICHEST 5 PERCENT OF AMERICANS PAID ALMOST 43 PERCENT OF ALL FEDERAL INCOME TAXES IN 1986. 
	 
	BY CONTRAST, THE POORER HALF OF AMERICANS PAY ONLY 6.2 PERCENT OF FEDERAL INCOME TAXES, DOWN FROM 6.8 PERCENT IN 1979, AND THE POOREST 25 PERCENT PAY LESS THAN 1 PERCENT OF ALL FEDERAL INCOME TAXES. THE INCOME SYSTEM IS PROGRESSIVE. 
	 
	MR. SPEAKER, I WOULD ALSO LIKE TO MAKE ONE MORE POINT. THE DEMOCRATIC RECONCILIATION ALTERNATIVE DELAYS INDEXING FOR 1 YEAR. THIS WOULD HIT THE MIDDLE CLASS HARD AND WOULD MARK A TEMPORARY RETURN TO THE BRACKET CREEP OF THE SEVENTIES. IT REPRESENTS OVER 10 PERCENT OF THE TAX REVENUE RAISED BY THEIR PLAN. 
	 
	WE NEED A BUDGET THAT IS BASED ON EQUITY AND FACTS, NOT HYPOCRISY, CYNICISM, AND THE POLITICS OF ENVY. 
	 
	MR. HEFLEY. MR. CHAIRMAN, TODAY WE ARE WITNESSING A TRIUMPH FOR LEFT-WING POLITICS IN AMERICA. AFTER HAVING THEIR PRO-TAX CANDIDATES COMPLETELY DEFEATED IN THE PREVIOUS THREE PRESIDENTIAL ELECTIONS, THEIR STRONG-ARM CONGRESSIONAL 
	LEADERSHIP RUN OUT OF OFFICE IN DISGRACE, AND THEIR REMAINING LEADERSHIP DIVIDED AND WEAK, THE DEMOCRATS HAVE REBOUNDED TO WHAT CAN ONLY BE DESCRIBED AS ONE OF THE GREAT COME-FROM-BEHIND VICTORIES OF ALL TIME. [*H10126] THIS RECONCILIATION PACKAGE IS THE SYMBOL OF THAT VICTORY. 
	 
	JUST WHAT DOES THIS "VICTORY" MEAN FOR THE AMERICAN TAXPAYER, 
	 
	A RECORD TAX INCREASE: AMERICANS CURRENTLY CARRY THE HIGHEST PEACETIME TAX BURDEN IN HISTORY. THIS PLAN WOULD ADD TO THAT BURDEN A RECORD TAX INCREASE OF $144.7 BILLION OVER THE NEXT 5 YEARS. IF YOU INCLUDE INCREASED USER FEES AND OTHER EXPENSES, THIS PACKAGE WILL INCREASE THE COST OF THE FEDERAL GOVERNMENT TO AMERICANS BY $177.7 BILLION.  
	 
	ABUSE OF FEDERAL TRUST FUNDS: THIS PACKAGE ABUSES SEVERAL OF THE FEDERAL TRUST FUNDS, INCLUDING SOCIAL SECURITY, BY RAISING THEIR RESPECTIVE FEES AND THEN USING THAT MONEY TO BALANCE THE BUDGET. 
	 
	NO SPENDING CUTS: WITH THE EXCEPTION OF DEFENSE, THERE ARE NO SPENDING CUTS INCLUDED IN THIS PACKAGE. ALL OTHER FEDERAL SPENDING AREAS ARE SLATED TO INCREASE OVER THE NEXT 5 YEARS. 
	 
	BOGUS ECONOMIC ASSUMPTIONS: THE ECONOMIC ASSUMPTIONS INCLUDED IN THIS PLAN PREDICT RECORD ECONOMIC GROWTH AND INTEREST RATES THAT HAVEN'T BEEN SEEN IN THE LAST 25 YEARS. IF THESE ASSUMPTIONS ARE TRUE, THEN WE DON'T NEED A TAX INCREASE TO BALANCE THE BUDGET; IF WE ADOPT THIS TAX INCREASE, THERE'S NO WAY THESE ECONOMIC ASSUMPTIONS COULD POSSIBLY COME TRUE. 
	 
	MR. SPEAKER, THE ECONOMY IS SLOWING TO A CRAWL, INFLATION IS RISING, AND THE DEMOCRATS ARE CALLING FOR A TAX INCREASE. BUSINESS AS USUAL IS TOO LIGHT A TERM TO DESCRIBE WHAT IS HAPPENING IN THE HOUSE TODAY. 
	 
	AT THE SAME TIME, REPUBLICANS HAVE BEEN COMPLETELY SHUT OUT OF THE LEGISLATIVE PROCESS. DEMOCRATS HAVE STATED THAT THE REPUBLICAN ALTERNATIVE WAS NOT ALLOWED TO BE CONSIDERED BECAUSE IT FELL $100 BILLION SHORT OF THE DEFICIT REDUCTION TARGETS INCLUDED IN THE BUDGET RESOLUTION. 
	 
	THEIR OWN PROPOSAL, THEY CLAIM, LIVES UP TO THE $500 BILLION IN DEFICIT REDUCTION REQUIRED BY THAT RESOLUTION. THE TRUTH IS THE DEMOCRAT PLAN WON'T CUT THE DEFICIT BY $1, LET ALONE $500 BILLION. HERE'S WHY. 
	 
	NO SPENDING RESTRICTIONS: WITHOUT ENFORCEABLE SPENDING CAPS, CONGRESS WILL CONTINUE TO SPEND MORE MONEY THAN IT TAKES IN. IN THE POST-WAR PERIOD, CONGRESS HAS SPENT $1.58 FOR EVERY DOLLAR IT RAISES IN TAXES. 
	 
	OVER-PRICED TAX INCREASES: CONGRESS CHRONICALLY OVER ESTIMATES THE AMOUNT OF REVENUE IT WILL RAISE BY INCREASING TAXES. EVERY TAX INCREASE WE PASSED DURING THE 1980'S FAILED TO RAISE AS MUCH MONEY AS THE TAX COMMITTEES AND CONGRESSIONAL BUDGET OFFICE CLAIMED IT WOULD. 
	 
	PHANTOM INTEREST SAVINGS: THE INTEREST SAVINGS INCLUDED IN THIS PACKAGE ARE NEVER GOING TO HAPPEN. THESE PROJECTED SAVINGS ARE EXPECTED FROM LOWER FUTURE DEFICITS AND LOWER INTEREST RATES. SINCE NEITHER IS GOING TO HAPPEN, INTEREST EXPENSES ARE GOING TO INCREASE, NOT FALL. 
	 
	IF WE ADOPT THE DEMOCRAT'S BUDGET RECONCILIATION PACKAGE TODAY, THEN NEXT YEAR WE WILL HAVE A LARGER DEFICIT, AN ECONOMY IN RECESSION, AND A FEDERAL BUDGET PROCESS THAT FAILED IN EVERY WAY SINCE ITS INCEPTION IN 1974. 
	WHAT CAN WE DO TO AVOID THIS? ADOPT THE REPUBLICAN ALTERNATIVE.  
	 
	SPENDING CUTS: THE REPUBLICAN ALTERNATIVE INCLUDES REAL SPENDING CUTS. OUR DEFICIT PROBLEMS ARE THE RESULT OF TOO MUCH SPENDING, NOT TOO FEW TAXES. THE REPUBLICAN ALTERNATIVE CUTS DEFENSE SPENDING AND FREEZES DISCRETIONARY SPENDING, ENTITLEMENTS, AND FOREIGN AID. 
	 
	BUDGET REFORMS: FURTHERMORE, THE REPUBLICAN ALTERNATIVE INCLUDES MUCH-NEEDED BUDGET REFORMS THAT WILL PREVENT THIS TYPE OF LAST-MINUTE BUDGETING FROM HAPPENING IN THE FUTURE. THESE REFORMS INCLUDE ELIMINATING THE FRAUDULENT "CURRENT SERVICES" BUDGETING, SO IN THE FUTURE A SPENDING INCREASE IS CALLED A SPENDING INCREASE, NOT A PROGRAM CUT. 
	 
	NO TAX INCREASES: REPUBLICANS RECOGNIZE THAT AMERICANS ARE DROWNING UNDER THIER CURRENT TAX BURDEN. FOR THAT REASON, THIS PACKAGE DOES NOT INCLUDE ANY NEW TAXES, INCLUDING NO INCREASED MEDICARE PREMIUMS. 
	 
	MR. CHAIRMAN, IF GIVING COMMITTEE CHAIRMEN THE RESPONSIBILITY OF CUTTING SPENDING WAS THE WAY TO REDUCE THE DEFICIT, WE WOULD HAVE BALANCED THE BUDGET 20 YEARS AGO. THE DEMOCRAT PROPOSAL DEMONSTRATES THAT TRUTH ONLY TOO CLEARLY. THE ONLY HOPE WE HAVE TODAY OF TRUE DEFICIT REDUCTION IS TO ADOPT THE REPUBLICAN ALTERNATIVE AND REFORM THE BUDGET PROCESS. SINCE THE DEMOCRATS HAVE PREVENTED US FROM DOING THAT TODAY, WE SHOULD KILL THEIR TAX-AND-SPEND PROPOSAL AND FORCE THEM TO CONSIDER OUR ALTERNATIVE PLAN. OTHER
	CONTINUE TO GROW, THE ECONOMY WILL SINK INTO RECESSION, AND NEXT YEAR HOUSE REPUBLICANS WILL BE COMING TO THE FLOOR SAYING "I TOLD YOU SO." I CAN TELL YOU NOW THOSE WORDS WILL BE A HOLLOW VICTORY. 
	 
	MR. SYNAR. MR. CHAIRMAN, THIS BUDGET DECISION IS A RECOGNITION BY CONGRESS THAT WE HAVE CROSSED THE LAST BRIDGE OF EASY ANSWERS. THIS BRIDGE MUST BE CROSSED IN ORDER TO GET TO THE SOLUTIONS THAT HAVE ELUDED US FOR WAY TOO LONG. ONCE THIS 
	BRIDGE IS CROSSED, MEMBERS CAN BEGIN THE PROCESS OF CORRECTING THE MISTAKES OF THE REAGAN ERA WHICH PERMITTED THE WEALTHIER TO BE UNDERTAXED; AND WHICH SAW AN EXCESSIVE GROWTH IN DEFENSE SPENDING LEADING TO THE PRESENT BUDGET CRISIS. MY SUPPORT OF THIS BILL HAS NOT BEEN AN EASY DECISION. 
	 
	I VOTED AGAINST THE BUDGET SUMMIT AGREEMENT ON OCTOBER 4 AND VOTED FOR THE REVISED BUDGET ON OCTOBER 7, WITH THE EXPECTATION THAT A FAIR AGREEMENT COULD BE DEVISED. I BELIEVED THERE HAD TO BE FOUR ELEMENTS TO BE FAIR. FIRST, IT HAD TO PROTECT POOR ELDERLY AMERICANS FROM UNFAIRLY HIGH MEDICARE PREMIUMS AND ANNUAL DEDUCTIBLE AMOUNTS. THERE HAD TO BE PROVISIONS UNDER MEDICARE THAT DID NOT SIMPLY SHIFT COSTS TO BENEFICIARIES WHO CAN NOT AFFORD TO PAY. SECOND, THE REVENUES RAISED HAD TO RECOGNIZE THAT WORKING AM
	TAXPAYERS. FOURTH, THE BURDEN OF DEFICIT REDUCTION HAD TO BE SHARED. 
	 
	FOR THE PAST WEEK, I HAVE PARTICIPATED IN THE PROCESS AND LISTENED TO THE COMMENTS AND SUGGESTIONS OF MY OKLAHOMA CONSTITUENTS. THERE ARE COMPETING INTERESTS IN THIS DEBATE AND I MADE MY DECISION ON THE BASIS OF WHETHER THE BUDGET MET MY STATED CRITERIA BUT MORE IMPORTANTLY ON THE BASIS OF WHETHER IT IS FAIR. 
	 
	THERE ARE PROVISIONS I LIKE IN THE BUDGET AND THERE ARE SECTIONS FOR WHICH I WOULD NOT VOTE IF THESE WERE INCLUDED IN SEPARATE LEGISLATION. ON THE PLUS SIDE, THE DEMOCRATIC ALTERNATIVE CLEARLY BEGINS TO REVERSE THE REGRESSIVE TAX STRUCTURE OF THE PAST DECADE WHICH HAS ALLOWED THE RICHEST AMERICANS TO AVOID 
	THEIR FAIR SHARE OF TAXES. CONTRARY TO THE REPUBLICAN ALTERNATIVE, THE AGREEMENT DOES NOT RELY HEAVILY ON HIDDEN TAXES WHICH ARE THINLY DISGUISED AS USER FEES FOR GOVERNMENT SERVICES. 
	 
	THE BILL DOES CONTAIN A MINIMAL INCREASE IN MEDICARE PREMIUMS, HOWEVER, THESE HAVE BEEN FAIRLY DISTRIBUTED. IN FISCAL YEAR 1991, THE INCREASE IS THE SAME AS EXPECTED UNDER PRESENT LAW AND WILL MEAN ONLY AN INCREASE OF $1.30 PER MONTH. THE DEDUCTIBLE IS RAISED ONLY $25 FOR ALL 5 YEARS TO $100. 
	 
	INCLUDED IN THE PACKAGE ARE CERTAIN BUDGET PROCESS REFORMS. SOME OF THESE ARE GOOD IN THAT THE SOCIAL SECURITY SURPLUS CAN NOT BE COUNTED AS REDUCING THE DEFICIT AND A PAY-AS-YOU-GO SYSTEM IS ADOPTED FOR FUTURE SPENDING. THE DOWN SIDE IS THAT THE REFORMS TAKE MORE RESPONSIBILITY FOR BUDGET DECISIONS AWAY FROM CONGRESS AND THUS FURTHER AWAY FROM THE AMERICAN TAXPAYER. 
	 
	THERE IS ACTUAL DEFICIT REDUCTION IN THE PACKAGE, NOT SHAM TECHNIQUES. THE ACTUAL REDUCTIONS OVER 5 YEARS ARE SIGNIFICANTLY MORE THAN THAT PROPOSED BY THE REPUBLICANS. THIS IS THE FIRST REDUCTION I HAVE SEEN IN MY TENURE. I AM CONVINCED 
	IT WILL ASSIST IN STIMULATING THE ECONOMY AND PROVIDE FOR GROWTH. 
	 
	I HAVE A RESPONSIBILITY TO ENSURE THAT GOVERNMENT TAKES CARE OF THE NEEDY AND DEVELOPS A SOUND INFRASTRUCTURE FOR THE FUTURE. THIS BILL BEGINS THE MOVE TOWARD THOSE GOALS. 
	 
	MR. JONES OF NORTH CAROLINA. MR. CHAIRMAN, THE 1991 BUDGET RESOLUTION INCLUDED RECONCILIATION INSTRUCTIONS TO THE COMMITTEE ON MERCHANT MARINE AND FISHERIES ASKING FOR $222 MILLION IN FISCAL 1991 WITH INCREASES IN THE OUT YEARS. OUR 
	COMMITTEE REPORTED PROVISIONS WHICH EXCEED THE AMOUNTS OF SAVINGS WHICH WE WERE ASKED TO PRODUCE. 
	 
	THE BULK OF OUR SAVINGS ARE ACHIEVED BY RAISING EXISTING TONNAGE CHARGES WHICH APPLY TO COMMERCIAL VESSELS ENTERING THE UNITED STATES FROM A FOREIGN PORT. THEY ARE FOUND IN SECTION 121 OF TITLE 46, UNITED STATES CODE. THESE TONNAGE CHARGES DATE ALMOST TO THE BEGINNING OF OUR NATION AND HAVE NOT BEEN INCREASED SINCE 1909. THIS SINGLE PROVISION WILL GENERATE $190 MILLION IN ADDITIONAL REVENUES EACH YEAR. 
	 
	THE COMMITTEE HAS ALSO AUTHORIZED THE COAST GUARD TO COLLECT TRUE USER FEES FOR SERVICES LIKE EXAMINATION AND INSPECTION OF VESSELS AND THE LICENSING OF CREWS. THESE USER FEES WILL GENERATE ABOUT $30 MILLION IN THE FIRST YEAR. 
	 
	THE COMMITTEE'S PROPOSAL ALSO AUTHORIZES THE ENVIRONMENTAL PROTECTION AGENCY TO CHARGE USER FEES WHICH OFFSET THE COST OF SEVERAL ENVIRONMENTAL REGULATORY PROGRAMS, RAISING AN ADDITIONAL $22 MILLION. 
	 
	FINALLY, THE COMMITTEE HAS AMENDED THE COASTAL ZONE MANAGEMENT ACT TO REQUIRE THE UNDERSECRETARY OF COMMERCE TO CHARGE FEES OFFSETTING THE COST OF PERMIT APPEALS UNDER THAT LAW. THIS AMENDMENT WILL ACHIEVE SAVINGS OF AS MUCH AS 
	$500,000. 
	 
	FOR LEGISLATIVE HISTORY OF THE CZMA PROVISIONS, PLEASE SEE PAGES H8068 TO H8103 OF THE CONGRESSIONAL RECORD OF SEPTEMBER 26. 
	 
	THE COMMITTEE ALSO ADDED PROVISIONS DERIVED FROM H.R. 44, H.R. 188, AND H.R. 4333. 
	THERE IS ALSO A PROVISION ON NOAA FACILITIES IN VIRGINIA. 
	 
	MR. CHAIRMAN, THE COMMITTEE ON MERCHANT MARINE AND FISHERIES HAS COMPLIED WITH THE [*H10127] SPIRIT AND THE LETTER OF ITS RECONCILIATION INSTRUCTIONS. I ASK THE MEMBERS TO SUPPORT THESE PROVISIONS AND SUPPORT THE PASSAGE OF H.R. 5835. 
	 
	MR. RAHALL. MR. CHAIRMAN, I AM VERY RELUCTANT TO VOTE FOR THIS RESOLUTION. I WILL, OF COURSE, RESERVE JUDGMENT ON THE CONFERENCE REPORT. EARLIER I VOTED NO ON THE RULE, AND I DID SO BECAUSE IT EXCLUDED CONSIDERATION OF THE SO-CALLED REPUBLICAN 
	SUBSTITUTE ON THE BUDGET, WHICH WOULD, IF CONSIDERED, HAVE GIVEN THOSE OF US WHO ARE UNALTERABLY OPPOSED TO RAISING TAXES, A CHANCE TO VOTE ON A BUDGET THAT DOES NOT RAISE THEM. 
	 
	WHAT WOULD I DO INSTEAD OF RAISING TAXES? I WOULD PROBABLY NOT DESIGN A BUDGET SUCH AS THAT DESIGNED BY THE REPUBLICANS. I CERTAINLY WOULD NOT INFLICT THE PAIN OF DEFICIT REDUCTION ON HANDICAPPED CHILDREN, OR THE FRAIL ELDERLY WHO DEPEND ON MEDICARE AND SOCIAL SECURITY. 
	 
	BUT I WOULD REDUCE THE DEFICIT AND BALANCE THE BUDGET OVER 5 YEARS, AS HAS BEEN STATED HERE BEFORE BY MYSELF AND OTHERS, SIMPLY BY REDUCING DEFENSE SPENDING, CUTTING NATO SUPPORT, AND REDUCING FOREIGN AND INTERNATIONAL AID. 
	 
	I WOULD DO THE ABOVE, AND BY SO DOING ACHIEVE WHAT BOTH THE DEMOCRATS AND THE PRESIDENT WANT, WITHOUT RAISING A SINGLE TAX ON ANYONE. 
	 
	WHILE I APPRECIATE THE WORK DONE BY THE WAYS AND MEANS COMMITTEE IN BRINGING DOWN THE COST TO SENIOR CITIZENS ON MEDICARE, AND THE FACT THAT NO GASOLINE OR PETROLEUM TAXES ARE BEING IMPOSED UNDER THEIR ALTERNATIVE BUDGET, AND MOST 
	CERTAINLY FOR TAXING THE RICH, THERE ARE SERIOUS, IN MY OPINION, CUTS IN VETERANS' PENSIONS AND HEALTH BENEFITS, AND IN STUDENT LOANS. 
	 
	THE BUDGET PACKAGE, EVEN WITHOUT TAXES, DOES GRAVE DAMAGE TO DOMESTIC PROGRAMS HERE AT HOME, AND WILL CAUSE PANIC AND UPHEAVAL IN MANY LIVES BEFORE WE ARE THROUGH WITH IT IN 5 YEARS TIME. 
	 
	MR. CHAIRMAN, THERE IS NOTHING WRONG WITH THIS PROCESS EXCEPT THAT WHICH BROUGHT US TO THIS PROCESS IN THE BEGINNING -- AND THAT IS THE GRAMM-RUDMANHOLLINGS ACT WHICH SHOULD, IN MY OPINION, BE REPEALED. NO ONE ABIDES BY IT. WE WAIVE ITS REQUIREMENTS AND JURISDICTIONS HERE AT THE DROP OF A HAT. WE USE IT TO SUIT OUR IMMEDIATE NEEDS TO GET OFF THE HOOK WHENEVER THAT NEED ARISES. 
	 
	YET WHEN CRUNCH-TIME COMES -- AND I BLAME THE PRESIDENT DIRECTLY FOR THE 5-MONTH DELAY IN THIS RECONCILIATION PROCESS SINCE THE MAY 1ST ADOPTION OF A BUDGET RESOLUTION BY THIS HOUSE -- EVERYONE LETS GRAMM-RUDMAN RISE UP AS A MONSTER MORE HORRIFYING THAN WE COULD HAVE EVER CONJURED UP AS CHILDREN, PLAYING IN THE DARK -- AND WE LET IT SCARE US INTO CLOSING DOWN GOVERNMENT, AND LOCKING THE DOORS OF OUR NATION'S HISTORIC SITES TO THE DISAPPOINTMENT OF CHILDREN, AND WE THREATEN TO FURLOUGH FEDERAL WORKERS, CUT C
	HEYDAY, AND WE ARE NOW LETTING THE SUCCESSOR, GRAMM-RUDMAN-HOLLINGS, PLAY THE MONSTER, AND GIVE US AN EXCUSE TO DO JUST WHAT WE ARE DOING -- RAISING TAXES IN ORDER TO REDUCE THE DEFICIT. 
	 
	THE DEMOCRATS DIDN'T CREATE THIS DEFICIT -- NO DEMOCRAT HAS SERVED IN THE WHITE HOUSE WHILE THE DEFICIT DOUBLED, TRIPLED AND QUADRUPLED ITSELF INTO THE CRITICAL MASS IT HAS BECOME TODAY. DEMOCRATS TRIED, HAVE TRIED, TO KEEP THE DEFICIT DOWN, 
	BY SENDING PRESIDENTS OVER THE LAST DECADE ANNUAL APPROPRIATIONS BILLS THAT WERE FAR BELOW THE AMOUNTS REQUESTED BY PRESIDENTS IN THE WHITE HOUSE. AND WE DID IT AT GREAT SACRIFICE OF DOMESTIC PROGRAMS FOR THE ELDERLY, FOR 
	EDUCATIONALLY DEPRIVED CHILDREN, FOR THE ECONOMIC WELFARE OF OUR STATES AND LOCALITIES BACK HOME -- ALL BECAUSE OF MR. REAGAN'S VOODOO ECONOMICS TO BLITHELY CUT TAXES, WHILE APPROVING THE MOST MASSIVE, PEACETIME DEFENSE BUILDUP EVER 
	KNOWN TO MAN. IN ORDER TO BUILD THAT NUCLEAR, PIE-IN-THE-SKY, ARSENAL OF PLANES THAT WON'T FLY AND STAR WARS AND BRILLIANT PEBBLES, WHILE AT THE SAME TIME KEEPING SPENDING BELOW THE PRESIDENT'S OWN REQUEST, THE CONGRESS CUT EDUCATION, CUT SPENDING ON HEALTH CARE FOR ALL AMERICANS, WATCHED ECONOMIC 
	DEVELOPMENT OPPORTUNITIES GO OUT THE WINDOW -- FOR 10 LONG YEARS. 
	 
	DURING THESE PAST 10 YEARS, WE COULDN'T GET FULL FUNDING FOR HEAD START, OR WIC FOR WOMEN, INFANTS AND CHILDREN, OR JOB TRAINING FOR DISPLACED WORKERS. 
	 
	INCREASES FOR CHILD CARE OR FOR CHAPTER 1 REMEDIAL EDUCATION FOR YOUNG CHILDREN? FORGET IT. WE BARELY HUNG ONTO EDA AND ARC FUNDING, UNDER A PRESIDENTIAL DECREE THAT THESE PRO- GRAMS BE ZEROED OUT OF EXISTENCE. 
	 
	IN THE PAST 2 YEARS, WE HAVE FAILED TO PROVIDE CATASTROPHIC HEALTH CARE FO THE ELDERLY, AND UNDER THE NEW RULES IN THIS PACKAGE, WE BIND THE HANDS OF APPROPRIATORS AND OURSELVES FOR 5 LONG YEARS, DURING WHICH TIME WE WILL BE UNABLE TO EVEN CONSIDER THE NEED FOR HEALTH CARE FOR 37 MILLION AMERICANS WHO HAVE ACCESS TO ABSOLUTELY NO MEDICAL CARE AT ALL. AND LEST WE FORGET, ONE OUT OF EVERY 5 OF THOSE 37 MILLION AMERICANS WITHOUT HEATH CARE ARE CHILDREN -- CHILDREN OFTEN CONCEIVED AND REARED IN SUCH DIRE POVERT
	 
	FOR 10 YEARS DEMOCRATS HAVE TRIED TO DO TWO THINGS. WORK WITH REPUBLICAN ADMINISTRATIONS, SUPPORT THE PRESIDENT OF ALL THE PROPLE AS OFTEN AS POSSIBLE, AND TO KEEP DOWN SPENDING AS EVIDENCED BY THE APPROPRIATIONS BILLS SENT TO THE WHITE HOUSE FOR SIGNATURE OVER THAT DECADE THAT WERE LESS IN DOLLAR AMOUNTS THAN THE WHITE HOUSE DEMANDED. 
	 
	WE HAVE SEEN OURSELVES CASTIGATED, AS DEMOCRATS, AS INCUMBENTS,FOR THE SINS OF OTHERS -- NAMELY THOSE IN CHARGE OF THE WHITE HOUSE, FOR TOO LONG. 
	 
	DR. FEELGOOD DOESN'T LIVE THERE ANY MORE, BUT WE DO HAVE A PRESIDENT WHO SAID "READ MY LIPS," AND WHEN THAT DIDN'T WORK, MADE A JOKE OF THE ECONOMICALLY PERILOUS TIMES WE ARE CURRENTLY IN BY SAYING "READ MY HIPS." I DON'T THINK THE PEOPLE OF WEST VIRGINIA FOUND IT VERY FUNNY. 
	 
	AND DURING THESE PAST 2 WEEKS, WHEN EXHAUSTIVE EFFORTS HAVE BEEN MADE BY ALL INVOLVED TO COME UP WITH SOMETHING FAIR -- JUST PLAIN, OLD SIMPLE FAIRNESS IN TERMS OF A BUDGET -- THE PRESIDENT HAS BEEN OFF CAMPAIGNING FOR HIS FRIENDS, AND 
	WHEN HE ISN'T DOING THAT, HE APPARENTLY IS SITTING IN THE WAR ROOM CONTEMPLATING FOREIGN POLICY. HE CERTAINLY BOWLED ME OVER THE OTHER DAY WHEN HE ADMITTED HE PREFERRED MAKING FOREIGN POLICY, TO MAKING DOMESTIC POLICY. AND THAT POLICY 
	CERTAINLY HAS BEEN EMBRACED BY HIS SECRETARY OF DEFENSE WHO RECENTLY STATED THAT IT WAS DELIGHTFUL HAVING THE CONGRESS OUT ON RECESS WHEN IRAQ INVADED KUWAIT. DOES THIS MEAN WAR? IS THERE A METHOD TO THIS MADNESS? DO WE DARE FINISH THIS BUDGET AND GO HOME, LEAVING BUSH AND CHENEY IN CHARGE? DO WE DARE 
	LEAVE THEM IN CHARGE, IF WE ADOPT THIS BUDGET PACKAGE TODAY? 
	 
	IT'S A 5-YEAR PACKAGE, MR. CHAIRMAN. IS THAT WHY DESERT SHIELD, FOR WHICH I GAVE THE PRESIDENT MY SUPPORT, IS SEPARATE AND APART FROM THE REST OF THE BUDGET? SO THAT NO MATTER WHAT HAPPENS IN THE NEXT 5 YEARS, IF THE PRESIDENT WANTS WAR IN THE PERSIAN GULF, HE CAN UNILATERALLY DECLARE ONE ALL BY HIMSELF, AND GET FUNDING FOR IT TO BOOT? 
	 
	I AM A DEMOCRAT, AND I AM TOLD BY THE REPUBLICAN MEMBERS OF THIS BODY THAT SINCE WE CONTROL THE CONGRESS, EVERYTHING BAD THAT HAS HAPPENED IS OUR FAULT. WELL, THE PRESIDENT HAS VETOED AND BEEN SUSTAINED 14 TIMES ON MAJOR LEGISLATION DURING THIS CONGRESS ALONE AND I SAY, IT'S A TWO-WAY STREET MR. PRESIDENT. READ THE CONSTITUTION. 
	 
	MY PEOPLE IN WEST VIRGINIA HAVE BEEN TAXED TO THE ABSOLUTE EXTENT OF THEIR ABILITY TO PAY. THOUSANDS ARE OUT OF WORK; THOUSANDS MORE HAVE LEFT THEIR BELOVED STATE AND GONE ELSEWHERE FOR WORK, FOR THEY NO LONGER POSSESS THE DIGNITY THAT GOES WITH A PAYCHECK AND THE GOOD FEELING THAT COMES FROM PUTTING A MEAL ON THE TABLE FOR THEIR CHILDREN, OR WARM CLOTHING ON THEIR BACKS. 
	 
	MOST OF THE MEMBERS SPEAKING ON THE FLOOR TODAY HAVE STATED HOW DIFFICULT THIS DECISION IS. BUT THEY BELIEVE, MOST OF THEM, THAT AMERICA IS WATCHING THE DEBATE, AND LOOKING FOR STRENGTH IN US, TO BITE THE BULLET AND TO REDUCE THIS RUNAWAY DEFICIT, NO MATTER HOW WE HAVE TO DO IT. I HOPE THEY ARE RIGHT. 
	 
	MR. MAVROULES. MR. CHAIRMAN, I RISE TODAY TO ADD MY VOICE TO THE BUDGET DEBATE AND TO URGE MY COLLEAGUES TO WORK TOGETHER TO FORGE MUCH NEEDED UNITY BEHIND THIS NEW PLAN. THROUGHOUT THE COUNTRY, AMERICANS ARE EXASPERATED WITH 
	GOVERNMENT, WITH THE ADMINISTRATION, AND WITH CONGRESS. MOST PEOPLE DO NOT UNDERSTAND THE PHILOSOPHICAL DIFFERENCES THAT HAVE UNDERGIRDED THIS DEBATE. AND FRANKLY, I THINK IT IS TIME WE SET ASIDE OUR DIFFERENCES AND WORK TO RESTORE MUCH NEEDED PUBLIC CONFIDENCE, CONFIDENCE IN THE BUDGET PROCESS, CONFIDENCE IN CONGRESS, AND CONFIDENCE IN THE GOVERNMENT AS A WHOLE. 
	 
	IN MY JUDGMENT, THE BUDGET MORASS WE HAVE FOUND OURSELVES IN WAS AVOIDABLE. TO CRITICS WHO POINT THE FINGER AT GRAMM-RUDMAN-HOLLINGS, I WANT TO MAKE IT CLEAR UP FRONT; GRAMM-RUDMAN-HOLLINGS IS NOT TO BLAME FOR OUR CURRENT FISCAL GRIDLOCK. BUDGET PARALYSIS IS A BYPRODUCT OF THE ADMINISTRATION AND CONGRESS' INABILITY TO OWN UP TO THE ONEROUS TASK OF SUBSTANTIALLY CUTTING SPENDING WHILE RAISING NEW REVENUES. 
	 
	IN MY JUDGEMENT, THE AMERICAN PEOPLE WANT CANDOR FIRST AND FOREMOST. AND CANDOR IS NOT WHAT THE ADMINISTRATION HAS BEEN PROVIDING. ON JANUARY 29, BUSH ADMINISTRATION OFFICIALS ESTIMATED THE BUDGET DEFICIT WOULD BE $63 BILLION. EXACTLY 9 MONTHS LATER, THEY ADMIT IT IS $293 BILLION. THAT IS AN INCREASE OF $230 BILLION. THAT IS AN INCREASE OF $1,000 FOR EVERY AMERICAN MAN, WOMAN, AND CHILD. THAT IS BIGGER THAN THE ENTIRE ECONOMY OF THE COUNTRY OF MEXICO. 
	 
	THE BUDGET SUMMIT WAS CONVENED TO DRAW UP A PLAN TO PAY THE BILL FOR REAGANOMICS. [*H10128] HOWEVER, WHAT THE BUDGET SUMMIT GAVE US WAS ANOTHER PRESCRIPTION FOR BALANCING THE BUDGET ON THE BACKS OF THE POOR, ELDERLY, AND WORKING CLASS. I COULD NOT SUPPORT SUCH A PLAN. RAISING THE COST OF GASOLINE AND 
	HOME HEATING OIL AND RAVAGING MEDICARE ACCOUNTS WHILE GRANTING A TAX BREAK TO OIL COMPANIES WHO HAVE GOUGED THE POCKETBOOKS OF AVERAGE AMERICANS DID NOT STRIKE ME AS A FAIR WAY TO BALANCE THE BUDGET. EVEN THE DISTINGUISHED MINORITY WHIP, NEWT GINGRICH, TOOK ISSUE WITH THE $60 BILLION CUT IN MEDICARE ACCOUNTS. 
	 
	NO ONE DOUBTS THAT WE MUST FACE UP TO CUTTING THE DEFICIT. NO ONE DOUBTS THAT THIS IS NO EASY TASK. THE ONLY DOUBT THAT EXISTS IS IN HOW WE MOST EQUITABLY ACCOMPLISH THIS TASK. 
	 
	I SUPPORTED THE REVISED BUDGET RESOLUTION. LIKE THE ORIGINAL SUMMIT AGREEMENT, THE REVISED BUDGET RESOLUTION MANDATES DEFICIT REDUCTION TO THE TUNE OF $40 BILLION IN FISCAL YEAR 1991 AND $500 BILLION OVER 5 YEARS. ALSO LIKE THE ORIGINAL AGREEMENT, THE REVISED RESOLUTION DERIVED ROUGHLY 36 PERCENT OF ITS CUTS IN DISCRETIONARY SPENDING; 21 PERCENT IN MANDATORY SPENDING; 3 PERCENT IN USER FEES; AND 33 PERCENT IN REVENUE INCREASES. HOWEVER, UNLIKE THE ORIGINAL RESOLUTION, MUCH MORE LATITUDE WAS GRANTED TO THE C
	 
	I STRONGLY SUPPORT THE WAYS AND MEANS ALTERNATIVE. UNLIKE THE ORIGINAL SUMMIT AGREEMENT, THE NEW BLUEPRINT DOES AWAY WITH THE GAS TAX, THE HOME HEATING OIL TAX, THE 2-WEEK DELAY IN UNEMPLOYMENT BENEFITS, AND THE $19 BILLION OF TAX LOOPHOLES -- INCLUDING THE OIL COMPANY SUBSIDY. TO THE EXTENT THAT THERE ARE NEW REVENUES IN THE DEMOCRATIC ALTERNATIVE, THEY ARE FAR MORE PROGRESSIVE IN NATURE. THE BUBBLE WOULD BE ELIMINATED AND AN EXPLICIT 33-PERCENT RATE BRACKET WOULD BE ADDED TO THE TAX CODE. IN ADDITION, A 1
	INDIVIDUALS WITH TAXABLE INCOMES ABOVE $1 MILLION. 
	 
	IN SHORT, THE WAYS AND MEANS ALTERNATIVE SHIFTS THE INCREASED REVENUE BURDEN TO THOSE WHO ARE MORE ABLE TO PAY. THE TOP 1 PERCENT OF INCOME EARNING FAMILIES IN THE UNITED STATES WOULD PAY 3.3 PERCENT MORE OF THEIR AFTER-TAX INCOME WHILE THE LOWEST QUINTILE OF INCOME EARNING FAMILIES WOULD PAY 0.2 PERCENT LESS OF THEIR AFTER-TAX INCOME. BY COMPARISON, THE ORIGINAL SUMMIT AGREEMENT WOULD HAVE MORE THAN REVERSED THESE FIGURES. AMERICANS MAKING LESS THAN $10,000 WOULD HAVE PAID 1.7 PERCENT MORE OF THEIR AFTER-T
	 
	BUILDING A CONSENSUS FOR MAKING DIFFICULT CUTS AND RAISING TAXES IS NO EASY TASK, EITHER IN WASHINGTON OR BACK HOME. BUT IF EVER THERE WAS A TIME FOR UNITY BUILDING, IT IS NOW. 
	 
	IN THE PAST 10 WEEKS, WE HAVE WITNESSED THE STATIONING OF SOME 200,000 AMERICANS IN THE PERSIAN GULF. WORLD FINANCIAL MARKETS HAVE PLUMMETED WHILE WORLD OIL PRICES HAVE SKYROCKETED. THE FEAR OF WAR, THREAT OF OIL SHORTAGES COUPLED WITH A HUGE AND GROWING FEDERAL BUDGET DEFICIT HAVE LED TO FAR-REACHING CRIES OF RECESSION. 
	 
	WHILE OUR BUDGET PROBLEMS ARE REAL IN MY JUDGMENT, THE FEAR OF OIL SHORTAGES AND THE PRECIPITOUS IMPACT IT HAS HAD ON WORLD FINANCIAL MARKETS IS UNFOUNDED. 
	PUBLIC PERCEPTIONS HAVE BEEN SHAPED BY POLITICAL RHETORIC RATHER THAN FACTUAL INFORMATION. FOR THE RECORD, I WANT IT TO BE KNOWN THAT WE ARE IN NO IMMINENT THREAT OF AN OIL SHORTAGE. THE UNITED STATES, GERMANY, AND JAPAN HAVE CLOSE TO 1 BILLION BARRELS OF OIL IN THEIR COMBINED STRATEGIC RESERVES. ONE BILLION BARRELS OF OIL IN RESERVE. MOST AMERICANS DO NOT EVEN KNOW THAT JAPAN AND GERMANY POSSESS OIL RESERVES AT ALL. 
	 
	I DO NOT BELIEVE WE SHOULD LEND CREDENCE TO UNFOUNDED FEARS. AN OIL SHORTAGE IS NOT IMMINENT TODAY AND IT WON'T BE IMMINENT TOMORROW. 
	 
	WHAT IS IMMINENT IS OUR BUDGET QUAGMIRE. I URGE MY COLLEAGUES TO SUPPORT THE WAYS AND MEANS ALTERNATIVE, IT IS A PROGRESSIVE APPROACH TO FISCAL RESPONSIBILITY. AND FISCAL RESPONSIBILITY -- BY ALL ACCOUNTS -- IS LONG OVERDUE. 
	 
	NOTE: This table is divided, and additional information on a particular entry may appear on more than one screen. 
	 
	  Proven reserves of    Production in 
	crude oil in billions    thousands of 
	of barrels    barrels/day (1989) 
	 
	Saudi Arabia     255.0     5,260 
	Iraq      100.0     2,825 
	UAE      98.1     2,070 
	Iran      92.9     2,865 
	Kuwait     94.5     1,600 
	Venezuela     58.5     1,980 
	USSR      58.4     12,475 
	Mexico     56.4     2,875 
	USA      34.1     9,175 
	UK          1,905 
	PRC      24.0     2,790 
	Nigeria     16.0     1,605 
	Norway     1.5     1,530 
	Canada     8.3     1,725 
	Indonesia     8.3     1,395 
	Japan 
	Germany 
	European Community 
	Austria 
	Denmark 
	Italy 
	Netherlands 
	Sweden 
	Total 
	Contribution to Desert   Strategic reserves in 
	Shield      barrels 
	 
	Saudi Arabia     n1 10 
	Iraq 
	UAE      n1 2.5 
	Iran 
	Kuwait     n1 5 
	Venezuela 
	USSR 
	Mexico 
	USA           n2 589 
	UK 
	PRC 
	Nigeria 
	Norway 
	Canada 
	Indonesia 
	Japan      n1 2.5      n2 206 
	Germany     n2 637     n2 189 
	European Community    n1 2 
	Austria          n2 2 
	Denmark          n2 13 
	Italy           n2 6 
	Netherlands          n2 17 
	Sweden          n2 1 
	Total           n1 1.023 
	Consumption in 
	millions of 
	barrels/day 
	Saudi Arabia 
	Iraq 
	UAE 
	Iran 
	Kuwait 
	Venezuela 
	USSR 
	Mexico 
	USA      16.843 
	UK      1.774 
	PRC 
	Nigeria 
	Norway 
	Canada 
	Indonesia 
	Japan      2.384 
	Germany     4.596 
	European Community 
	Austria 
	Denmark 
	Italy 
	Netherlands 
	Sweden 
	Total 
	 
	n1 Billions. 
	 
	n2 Millions. 
	 
	MR. KLECZKA. MR. CHAIRMAN, TODAY THE HOUSE CONSIDERS H.R. 5835, THE OMNIBUS BUDGET RECONCILIATION ACT OF 1990. THIS BILL IS THE REVISED VERSION OF THE $500 BILLION DEFICIT REDUCTION PACKAGE NEGOTIATED BY CONGRESS AND THE PRESIDENT. 
	 
	WHILE IT REQUIRES THAT WE BITE THE BULLET AND PUT OUR FISCAL HOUSE IN ORDER, IT DOES SO IN A LESS HARSH MANNER THAN THE FAILED SUMMIT AGREEMENT. I VOTED AGAINST THE SUMMIT AGREEMENT OCTOBER 4. THIS RECONCILIATION BILL IS NOT PERFECT, 
	BUT IT IS THE BEST COMPROMISE WE CAN HOPE FOR GIVEN THE SIZE OF OUR TASK. 
	 
	SPECIFICALLY, THE RECONCILIATION BILL ADDRESSES ONE OF MY CHIEF CONCERNS – THE LARGE AND UNFAIR MEDICARE CUTS ON THE ELDERLY. UNDER THE SUMMIT AGREEMENT, THESE CUTS WOULD HAVE BEEN $60 BILLION, WHICH WAS HALF OF ALL DOMESTIC CUTS. 
	 
	THE RECONCILIATION BILL REDUCES THE OUT-OF-POCKET COSTS SHOULDERED BY THE ELDERLY BY TWO-THIRDS. THE DEDUCTIBLE WILL INCREASE ONLY $100, RATHER THAN THE $150 DEDUCTIBLE CONTAINED IN THE FAILED AGREEMENT. FURTHERMORE, THE INCREASE IN THE PART B PREMIUM WILL BE LOWER AND SLOWER THAN IN THE SUMMIT AGREEMENT. 
	 
	OTHER INEQUITIES ARE CORRECTED IN THIS RECONCILIATION BILL. THE 2-CENT TAX ON HEATING OIL IS REMOVED, AS IS THE 2-WEEK DELAY FOR RECEIVING UNEMPLOYMENT BENEFITS. 
	 
	THIS BILL DROPS THE 12-CENT INCREASE IN THE GASOLINE TAX. IT DROPS $4 BILLION IN TAX BREAKS FOR OIL AND GAS COMPANIES PROVIDED BY THE SUMMIT AGREEMENT. IT ALSO DROPS THE "GROWTH INCENTIVES" PROPOSED BY THE PRESIDENT -- WHICH ONLY SERVE AS WASTEFUL TAX SHELTERS FOR THE WEALTHY. 
	 
	IN REFERENCE TO FAIRNESS OF THIS BUDGET BILL AND ITS IMPACT ON THE TAXPAYERS, H.R. 5835 MAKES IMPROVEMENTS FOR THE MIDDLE CLASS AND ASKS THE WEALTHY TO CHIP IN MORE OF THEIR SHARE. 
	 
	THE FAILED SUMMIT AGREEMENT WOULD HAVE INCREASED TAXES FOR THOSE EARNING BETWEEN $20,000 AND $50,000 BY 3 PERCENT TO 3.5 PERCENT. THE RECONCILIATION BILL WILL ONLY INCREASE THE ADDED TAX BURDEN BY 1 PERCENT. 
	 
	AS FOR WEALTHY TAXPAYERS EARNING OVER $200,000, THE SUMMIT PACT WOULD HAVE ONLY INCREASED TAXES BY 0.3 PERCENT. THE RECONCILIATION BILL INCREASES THIS TO 7.4 PERCENT. THESE TAXPAYERS WILL PAY THEIR FAIR SHARE IN THIS BUDGET RECONCILIATION ACT. 
	 
	OTHER BUDGET PROCESS REFORMS ARE INCLUDED IN THE BILL. THESE INCLUDE REQUIREMENTS THAT FUTURE REVENUE OR SPENDING LEGISLATION BE MADE BUDGETNEUTRAL, THAT IS, WE WILL HAVE PAY-AS-YOU-GO PROCEDURES. IN ADDITION, THE BILL WILL REMOVE THE SOCIAL SECURITY SURPLUS FROM BUDGET CALCULATIONS. THIS PRACTICE HAS MASKED THE TRUE SIZE OF THE FEDERAL DEFICIT. 
	 
	MR. CHAIRMAN, ITS HIGH TIME WE START PUTTING OUR MOUNTAIN OF DEBT BEHIND US. WE OWE IT TO THE TAXPAYERS. THIS 5-YEAR, $500 BILLION DEFICIT REDUCTION MEASURE WILL REQUIRE SACRIFICES FROM ALL OF US, BUT IT IS A CREDIBLE PLAN TO STEER US BACK TOWARD LONG-TERM ECONOMIC STABILITY. I URGE MY COLLEAGUES TO SUPPORT THE BUDGET RECONCILIATION ACT. 
	 
	The CHAIRMAN. All time for general debate has expired. 
	 
	Pursuant to the rule, the bill is considered as read. The amendments printed in part 1 of House Report 101-882 are adopted in the Committee of the Whole and in the House. 
	 
	The text of the bill, H.R. 5835, as modified, is as follows: 
	 
	H.R. 5835 
	 
	BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES OF THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, 
	 
	SECTION 1. SHORT TITLE. 
	 
	This Act may be cited as the "Omnibus Budget Reconciliation Act of 1990". 
	 
	SEC. 2. TABLE OF TITLES. 
	 
	Title I. House Committee on Agriculture. 
	 
	Title II. House Committee on Banking, Finance and Urban Affairs. 
	 
	Title III. House Committee on Education and Labor. 
	 
	Title IV. House Committee on Energy and Commerce. 
	 
	Title V. House Committee on Interior and Insular Affairs. 
	 
	Title VI. House Committee on the Judiciary. 
	 
	Title VII. House Committee on Merchant Marine and Fisheries. 
	 
	Title VIII. House Committee on Post Office and Civil Service. 
	 
	Title IX. House Committee on Public Works and Transportation. 
	 
	Title X. House Committee on Science, Space and Technology. 
	 
	Title XI. House Committee on Veterans Affairs. 
	 
	Title XII. House Committee on Ways and Means: Spending. 
	 
	Title XIII. House Committee on Ways and Means: Revenues. 
	 
	[*H10129] TITLE I -- COMMITTEE ON AGRICULTURE 
	 
	SEC.1001.SHORT TITLE; TABLE OF CONTENTS. 
	 
	(a) Short Title. -- This title may be cited as the "Agricultural Reconciliation Act of 1990". 
	 
	(b) Table of Contents. -- The table of contents is as follows: 
	 
	Sec.1001.Short title; table of contents. 
	 
	Subtitle A -- Commodity Programs 
	 
	Sec.1101.Triple base for deficiency payments. 
	 
	Sec.1102.Calculation of deficiency payments based on 12-month average. 
	 
	Sec.1103.Acreage reduction program for 1991 crop of wheat. 
	 
	Sec.1104.Acreage reduction programs for 1992 through 1995 crops of wheat, feed grains, 
	upland cotton, and rice. 
	 
	Sec.1105.Soybean marketing loan. 
	 
	Sec.1106.Loan origination and program service fees. 
	 
	Sec.1107.Proven yields for 1991 through 1995 crops of feed grains. 
	 
	Sec.1108.End rows to meet acreage reduction requirements. 
	 
	Sec.1109.Surface reservoir encouragement program and other savings. 
	 
	Subtitle B -- Other Agricultural Programs 
	 
	Sec.1201.Authorization levels for REA loans. 
	 
	Sec.1202.Authorization levels for FmHA loans. 
	 
	Sec.1203.APHIS inspection user fee on international passengers. 
	 
	Sec.1204.Market promotion program. 
	 
	Sec.1205.Integrated farm management program option. 
	 
	Sec.1206.Other rural development programs. 
	 
	Subtitle C -- Food Stamp and Related Provisions 
	 
	Sec.1301.Food stamp program. 
	 
	Sec.1302.Commodity distribution and supplemental food programs. 
	 
	Sec.1303.Distribution of surplus commodities to special nutrition projects; processing 
	agreements. 
	 
	Sec.1304.TEFAP reauthorizations. 
	 
	Sec.1305.Nutrition education authorization. 
	 
	 
	Subtitle D -- Agriculture Committee Oversight of Credit 
	 
	Sec.1401.Credit activities of government agencies and instrumentalities. 
	 
	Sec.1402.Report on farm credit and the issuance of related notes and the redemption  
	thereof. 
	 
	Sec.1403.Effect of changes in government policy on farm credit, and agriculture. 
	 
	Subtitle E -- Contingent Termination Date 
	 
	Sec.1501.Contingent termination date. 
	 
	Subtitle A -- Commodity Programs 
	 
	SEC.1101.TRIPLE BASE FOR DEFICIENCY PAYMENTS. 
	 
	(a) In General. -- The Secretary of Agriculture (hereafter in this title referred to as the 
	"Secretary", unless the context otherwise requires), in making available to producers deficiency payments otherwise authorized by law for each of the 1992 through 1995 crops of wheat, feed grains, upland cotton, and rice, shall compute the amount of such payments by multiplying -- 
	 
	(1) the payment rate; by 
	 
	(2) the payment acres for the crop (as determined under subsection (b)); by 
	 
	(3) the farm program payment yield for the crop for the farm. 
	 
	(b) Payment Acres. -- For purposes of subsection (a)(2), payment acres for a crop shall be-- 
	 
	(1) the number of acres planted to the crop for harvest within the number of acres obtained by multiplying -- 
	 
	(A) the crop acreage base for the crop for the farm; by 
	 
	(B) the base reduction percentage (as determined under subsection (c)); less 
	 
	(2) the quantity of reduced acreage (as determined under subsection (d)(1)). 
	 
	(c) Base Reduction Percentage. -- For purposes of subsection (b)(1)(B), the base reduction percentage shall be -- 
	 
	(1) in the case of each of the 1992 and 1993 crops, 85 percent; 
	 
	(2) in the case of the 1994 crop, 80 percent; and 
	 
	(3) in the case of the 1995 crop, 75 percent. 
	 
	(d) Reduced and Permitted Acreage. -- 
	 
	(1) Reduced acreage. -- For purposes of subsection (b)(2), the quantity of reduced acreage for a crop shall be the number of acres devoted to conservation uses that is determined by multiplying – 
	 
	(A) the crop acreage base; by 
	 
	(B) the percentage reduction required by the Secretary under an acreage limitation program announced by the Secretary. 
	 
	(2) Permitted acreage. -- The remaining acreage is hereafter in this section referred to as 
	"permitted acreage". 
	 
	(e) Planting Commodities on Permitted Acreage. -- The Secretary shall permit producers on a farm to plant on permitted acreage for which the producers do not receive deficiency payments – 
	 
	(1) program crops (wheat, feed grains, cotton, or rice); 
	 
	(2) oilseeds (soybeans, sunflower, canola, rapeseed, safflower, flaxseed, mustard seed, or any other oilseeds the Secretary may designate);  
	 
	(3) sweet sorghum, popcorn, guar, sesame, castor beans, crambe, plantago ovato, triticale, rye, guayule, milkweed, mung bean, meadowfoam, jojoba, or kenaf; 
	 
	(4) commodities grown for experimental purposes, as determined by the Secretary; 
	 
	(5) commodities for which no substantial domestic production or market exists, as determined by the Secretary; or 
	 
	(6) any experimental crop, including annual herbaceous, or short-rotation woody crops, the production of which the Secretary determines is necessary to meet demand or anticipated demand for ethanol or other biofuels production. 
	 
	(f) Loan Eligibility. -- 
	 
	(1) Program crops. -- Producers on a farm who devote permitted acreage (for which the 
	producers do not receive deficiency payments) to program crops described in subsection (e)(1) shall be eligible for loans under the Agricultural Act of 1949 (7 U.S.C. 1421 et seq.) with respect to the acreage. 
	 
	(2) Oilseeds. -- Producers on a farm who devoted permitted acreage (for which the producers do not receive deficiency payments) to oilseeds described in subsection (e)(2) shall not be eligible for loans under such Act with respect to the acreage. 
	 
	SEC. 1102. CALCULATION OF DEFICIENCY PAYMENTS BASED ON 12-MONTH AVERAGE. 
	 
	For purposes of calculating deficiency payments for each of the 1991 through 1995 crops of wheat, feed grains, and rice, the payment rate for a crop shall be the amount by which the established price for the crop exceeds -- 
	 
	(1) in the case of wheat and feed grains, the higher of -- 
	 
	(A) the lesser of -- 
	 
	(i) the national weighted average market price received by producers during the marketing year for the crop, as determined by the Secretary; or 
	 
	(ii) the national weighted average market price received by producers during the first 5 months of the marketing year for the crop, as determined by the Secretary, plus 10 cents per bushel; or 
	 
	(B) the loan level determined for the crop; and 
	 
	(2) in the case of rice, the higher of -- 
	 
	(A) the national average market price received by producers during the marketing year for the crop, as determined by the Secretary; or 
	 
	(B) the loan level determined for the crop. 
	 
	SEC. 1103. ACREAGE REDUCTION PROGRAM FOR 1991 CROP OF WHEAT. 
	 
	As soon as practicable after the date of enactment of this section, the Secretary shall announce an acreage limitation program for the 1991 crop of wheat under which the acreage planted to wheat for harvest on a farm would be limited to the wheat crop acreage base for the farm for the crop reduced by 15 percent. 
	 
	SEC. 1104. ACREAGE REDUCTION PROGRAMS FOR 1992 THROUGH 1995 CROPS OF WHEAT, FEED GRAINS, UPLAND COTTON, AND RICE. 
	 
	(a) In General. -- Except as provided in subsection (b), the Secretary shall announce an acreage limitation program for each of the 1992 through 1995 crops of -- 
	 
	(1) wheat under which the acreage planted to wheat for harvest on a farm would be limited to the wheat crop acreage base for the farm for the crop reduced by -- 
	 
	(A) in the case of the 1992 crop of wheat, not less than 6 percent; 
	 
	(B) in the case of the 1993 crop of wheat, not less than 5 percent; 
	(C) in the case of the 1994 crop of wheat, not less than 7 percent; and 
	 
	(D) in the case of the 1995 crop of wheat, not less than 5 percent; 
	 
	(2) corn, grain sorghum, barley, and oats under which the acreage planted to the respective feed grain for harvest on a farm would be limited to the respective feed grain crop acreage base for the farm for the crop reduced by not less than 7 1/2 percent; 
	 
	(3) upland cotton under which the acreage planted to upland cotton for harvest on a farm would be limited to the upland cotton crop acreage base for the farm for the crop reduced by – 
	 
	(A) in the case of the 1992 crop of upland cotton, not less than 15 percent; and 
	 
	(B) in the case of each of the 1993, 1994, and 1995 crops of upland cotton, not less than 20 percent; and 
	 
	(4) rice under which the acreage planted to rice for harvest on a farm would be limited to the rice crop acreage base for the farm for the crop reduced by -- 
	 
	(A) in the case of the 1992 crop of rice, not less than 18 1/2 percent; 
	 
	(B) in the case of the 1993 crop of rice, not less than 15 percent; 
	 
	(C) in the case of the 1994 crop of rice, not less than 14 percent; and 
	 
	(D) in the case of the 1995 crop of rice, not less than 10 percent. 
	 
	(b) Stocks-to-Use Ratio. -- Notwithstanding any other provision of law, subsection (a) shall not apply to a crop if the Secretary estimates for such crop that the stocks-to-use ratio will be less than -- 
	 
	(1) in the case of wheat, 34 percent; 
	 
	(2) in the case of corn, grain sorghum, and barley, 20 percent; 
	 
	(3) in the case of upland cotton, 30 percent; and 
	 
	(4) in the case of rice, 16 percent. 
	 
	SEC. 1105. SOYBEAN MARKETING LOAN. 
	 
	(a) In General. -- In providing loans for soybeans otherwise authorized by law, the [*H10130] Secretary shall support the price of soybeans in each of the 1991 through 1995 marketing years at a level of not less than $5.25 per bushel. 
	 
	(b) Loan Origination Fees. -- 
	 
	(1) In general. -- The Secretary shall charge a producer a loan origination fee, in connection with making a loan under subsection (a), equal to not more 7 percent of the amount of the loan. 
	 
	(2) Loan deficiency payments. -- If the Secretary charges a loan origination fee for loans made for a crop of soybeans under paragraph (1) and makes loan deficiency payments for the crop, the Secretary shall reduce the amount of any such loan deficiency payment by an amount equal to the amount of the loan origination fee. 
	 
	(c) Effective Loan Rate. -- Notwithstanding any other provision of this section, the effective loan rate for a crop of soybeans (calculated as the loan level for the crop less any loan origination fees) under this section shall not be more than $4.87 per bushel. 
	 
	SEC. 1106. LOAN ORIGINATION AND PROGRAM SERVICE FEES. 
	 
	(a) Sugar, Honey, Peanuts, and Tobacco. -- Effective for each of the 1991 through 1995 crops of sugarcane, sugar beets, honey, peanuts, and tobacco, the Secretary shall charge the producer a loan origination fee for a price support loan for such crops equal to not more 3 percent of the amount of the loan. The Secretary shall ensure that fees imposed for a loan for a crop of peanuts or tobacco under this subsection shall be shared equally between producers and purchasers. 
	 
	(b) Wool. -- Effective for each of the 1991 through 1995 marketing years for wool and mohair, in connection with making price support available for such marketing years, the Secretary may charge producers of wool and mohair a program service fee equal to not more 1 percent of the amount of payments made under the National Wool Act of 1954 (7 U.S.C. 1781 et seq.) for wool and mohair for such marketing year. 
	 
	SEC. 1107. PROVEN YIELDS FOR 1991 THROUGH 1995 CROPS OF FEED GRAINS. 
	 
	Notwithstanding any other provision of law, effective for each of the 1991 through 1995 crops of feed grains, the Secretary shall not calculate farm program payment yields on the basis of actual yields of feed grains, as provided in section 505(a) of the Agricultural Act of 1949 (as amended by section 1131 of S. 2830 (as passed by the House of Representatives on August 3, 1990)). 
	 
	SEC. 1108. END ROWS TO MEET ACREAGE REDUCTION REQUIREMENTS. 
	 
	Notwithstanding any other provision of law, producers shall not be allowed to meet acreage limitation or set-aside requirements by idling end rows, as provided in section 1122 of S. 2830 (as passed by the House of Representatives on August 3, 1990). 
	 
	SEC. 1109. SURFACE RESERVOIR ENCOURAGEMENT PROGRAM AND OTHER SAVINGS. 
	 
	(a) Surface Reservoir. -- The Secretary shall not establish a program to encourage surface 
	reservoirs, as provided in subtitle C of title XI of S. 2830 (as passed by the House of 
	Representatives on August 3, 1990). 
	 
	(b) Other Savings. -- Section 201(d)(2)(B) of the Agricultural Act of 1949 (7 U.S.C. 
	1446(d)(2)(B)) is amended -- 
	 
	(1) in clause (i), by striking "the period beginning on April 1, 1986, and ending on December 31, 1986, 40 cents" and inserting "during calendar year 1991, 5 cents"; and 
	 
	(2) in clause (ii), by striking "first 9 months of 1987, 25 cents" and inserting "calendar years 1992 through 1995, 11.25 cents". 
	 
	Subtitle B -- Other Agricultural Programs 
	 
	SEC. 1201. AUTHORIZATION LEVELS FOR REA LOANS. 
	 
	(a) In General. -- Subject to the other provisions of this section and notwithstanding any other provision of law, for each of fiscal years 1991 through 1995, loans may be insured in accordance with the Rural Electrification Act of 1936 (7 U.S.C. 901 et seq.) from the Rural Electrification and Telephone Revolving Fund established under section 301 of such Act (7 U.S.C. 931) in amounts equal to the following levels: 
	 
	(1) For fiscal year 1991, $896,000,000. 
	 
	(2) For fiscal year 1992, $932,000,000. 
	 
	(3) For fiscal year 1993, $969,000,000. 
	 
	(4) For fiscal year 1994, $1,008,000,000. 
	 
	(5) For fiscal year 1995, $1,048,000,000. 
	 
	(b) Reduction. -- Notwithstanding any other provision of law, for each of fiscal years 1991 through 1995, the Administrator of the Rural Electrification Administration shall reduce the amounts otherwise made available for insured loans made from the Rural Electrification and Telephone Revolving Fund by -- 
	 
	(1) $224,000,000 for fiscal year 1991; 
	 
	(2) $234,000,000 for fiscal year 1992; 
	 
	(3) $244,000,000 for fiscal year 1993; 
	 
	(4) $256,000,000 for fiscal year 1994; and 
	 
	(5) $267,000,000 for fiscal year 1995. 
	 
	(c) Mandatory Levels. -- Notwithstanding any other provision of law, the Administrator shall insure loans at the levels authorized by this section for each of fiscal years 1991 through 1995. 
	 
	(d) Guaranteed Loans. -- Notwithstanding any other provision of law, in carrying out the Rural Electrification Act of 1936 (7 U.S.C. 901 et seq.), the Administrator shall increase the amounts otherwise made available to guarantee loans made by legally organized lending agencies. The loans shall be guaranteed at 90 percent of the principal amount of the loan. 
	 
	SEC. 1202. AUTHORIZATION LEVELS FOR FmHA LOANS. 
	 
	(a) In General. -- Subject to the other provisions of this section and notwithstanding any other provision of law, for each of fiscal years 1991 through 1995, real estate and operating loans may be insured, made to be sold and insured, or guaranteed in accordance with subtitles A and B, respectively, of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 et seq.) from the Agricultural Credit Insurance Fund established under section 309 of such Act (7 U.S.C. 1929) in amounts equal to the following
	 
	(1) For fiscal year 1991, $4,175,000,000, of which not less than $827,000,000 shall be for farm ownership loans under subtitle A of such Act. 
	 
	(2) For fiscal year 1992, $4,343,000,000, of which not less than $861,000,000 shall be for farm ownership loans under subtitle A of such Act. 
	 
	(3) For fiscal year 1993, $4,516,000,000, of which not less than $895,000,000 shall be for farm ownership loans under subtitle A of such Act. 
	 
	(4) For fiscal year 1994, $4,697,000,000, of which not less than $931,000,000 shall be for farm ownership loans under subtitle A of such Act. 
	 
	(5) For fiscal year 1995, $4,885,000,000, of which not less than $968,000,000 shall be for farm ownership loans under subtitle A of such Act. 
	 
	(b) Apportionment of Insured and Guaranteed Loans. -- Subject to subsection (c), the amounts set forth in subsection (a) shall be apportioned as follows: 
	 
	(1) For fiscal year 1991 -- 
	 
	(A) $1,019,000,000 for insured loans, of which not less than $83,000,000 shall be for farm ownership loans; and 
	(B) $3,156,000,000 for guaranteed loans, of which not less than $744,000,000 shall be for guarantees of farm ownership loans. 
	 
	(2) For fiscal year 1992 -- 
	 
	(A) $1,060,000,000 for insured loans, of which not less than $87,000,000 shall be for farm ownership loans; and 
	 
	(B) $3,283,000,000 for guaranteed loans, of which not less than $774,000,000 shall be for guarantees of farm ownership loans. 
	 
	(3) For fiscal year 1993 -- 
	 
	(A) $1,102,000,000 for insured loans, of which not less than $90,000,000 shall be for farm ownership loans; and 
	 
	(B) $3,414,000,000 for guaranteed loans, of which not less than $805,000,000 shall be for guarantees of farm ownership loans. 
	 
	(4) For fiscal year 1994 -- 
	 
	(A) $1,147,000,000 for insured loans, of which not less than $94,000,000 shall be for farm ownership loans; and 
	 
	(B) $3,550,000,000 for guaranteed loans, of which not less than $837,000,000 shall be for guarantees of farm ownership loans. 
	 
	(5) For fiscal year 1995 -- 
	 
	(A) $1,192,000,000 for insured loans, of which not less than $97,000,000 shall be for farm ownership loans; and 
	 
	(B) $3,693,000,000 for guaranteed loans, of which not less than $871,000,000 shall be for guarantees of farm ownership loans. 
	 
	(c) Transfer of Funds from Insured to Guaranteed Loans. -- Notwithstanding any other provision of law, for each of fiscal years 1991 through 1995, the Secretary shall -- 
	 
	(1) reduce the amounts otherwise made available for insured loans made from the Agricultural Credit Insurance Fund by -- 
	 
	(A) $432,000,000 for fiscal year 1991; 
	 
	(B) $564,000,000 for fiscal year 1992; 
	 
	(C) $710,000,000 for fiscal year 1993; 
	 
	(D) $809,000,000 for fiscal year 1994; and 
	 
	(E) $857,000,000 for fiscal year 1995; and 
	 
	(2) use the funds made available from the reduction made in paragraph (1) in the available amount of insured loans in each of the fiscal years to guarantee loans made from the Fund. 
	 
	(c) Mandatory Levels. -- Notwithstanding any other provision of law, the Secretary shall make or insure loans at the levels authorized by this section for each of fiscal years 1991 through 1995. 
	 
	SEC. 1203. APHIS INSPECTION USER FEE ON INTERNATIONAL PASSENGERS.  
	 
	(a) In General. -- The Secretary may prescribe and collect fees to cover the cost of providing agricultural quarantine and inspection services in connection with the arrival at a port in the customs territory of the United States, or the preclearance or preinspection at a site outside the customs territory of the United States, of an international passenger.  
	 
	(b) Treasury. -- Any person who collects a fee under this section shall remit the fee to the 
	Treasury of the United States prior to the date that is 31 days after the close of the calendar quarter in which the fee is collected. 
	 
	(c) Agricultural Quarantine Inspection User Fee Account. -- 
	 
	(1) Establishment. -- There is established in the Treasury of the United States a no-year fund, to be known as the "Agricultural Quarantine Inspection User Fee Account" (hereafter in this section referred to as the "Account"), for the use of the Secretary of Agriculture for quarantine or inspection services under this section. 
	 
	(2) Amounts in account. -- 
	 
	(A) Deposits. -- All fees collected under this subsection shall be deposited in the Account. 
	 
	(B) Authorization of appropriations. -- There are authorized to be appropriated  [*H10131] amounts in the Fund for use by the Secretary of Agriculture for quarantine or inspection services. 
	 
	(d) Adjustment in Fee Amounts. -- The Secretary shall adjust the amount of the fees to be 
	assessed under this section to reflect the cost to the Secretary in -- 
	 
	(1) administering this section; 
	 
	(2) carrying out the activities at ports in the customs territory of the United States and preclearance and preinspection sites outside the customs territory of the United States in 
	connection with the provision of agricultural quarantine inspection services; and 
	 
	(3) maintaining a reasonable balance in the Account. 
	 
	SEC. 1204. MARKET PROMOTION PROGRAM. 
	 
	Notwithstanding any other provision of law, the Commodity Credit Corporation shall not make available assistance to carry out the market promotion program established under section 202 of the Agricultural Trade Act of 1978 (as amended by section 1221(a) of S. 2830 (as passed by the House of Representatives on August 3, 1990)) at a level in excess  
	of $200,000,000 for each of the fiscal years 1991 through 1995. 
	 
	SEC. 1205. INTEGRATED FARM MANAGEMENT PROGRAM OPTION. 
	Notwithstanding any other provision of law, the Secretary shall only make such fair and equitable adjustments as the Secretary determines are appropriate in acreage limitation or set-aside requirements applicable to producers participating in the integrated farm management program option established under section 1611 of S. 2830 (as passed by the House of Representatives on August 3, 1990).  
	 
	SEC. 1206. OTHER RURAL DEVELOPMENT PROGRAMS. 
	 
	(a) Prohibition on Implementation. -- Notwithstanding any other provision of law, the Secretary shall not expend any funds to implement the provisions of title XXV of S. 2830 (as passed by the House of Representatives on August 3, 1990). 
	 
	(b) Appropriations. -- Notwithstanding any other provision of law, titles XIX, XX, XXI, XXII, XXIII, XXIV, XXVI, XXVII, and XXVIII of S. 2830 (as passed by the House of Representatives on August 3, 1990), and the amendments made by such titles, shall be carried out only as provided in advance in appropriations Acts. 
	 
	Subtitle C -- Food Stamp and Related Provisions 
	 
	SEC. 1301. FOOD STAMP PROGRAM. 
	 
	(a) Allocation for Job Training Program. -- Effective October 1, 1990, paragraph (1) of section 16(h) of the Food Stamp Act of 1977 (7 U.S.C. 2025(h)(1)) is amended to read as follows: 
	 
	"(1) The Secretary shall allocate among the State agencies in each fiscal year, from funds 
	appropriated for such fiscal year under section 18(a)(1), the amount of $75,000,000 for each of the fiscal years 1991 through 1995 to carry out the employment and training program under section 6(d)(4), except as provided in paragraph (3), during the fiscal year.". 
	 
	(b) Extension of Pilot Projects. -- Section 17(b)(1) of such Act (7 U.S.C. 2026(b)(1)) is amended by striking "1990" and inserting "1995". 
	 
	(c) Authorization of Appropriations. -- Section 18(a)(1) of such Act (7 U.S.C. 2027(a)(1)) is amended by striking the first two sentences and inserting the following new sentence: "To carry out this Act, there are authorized to be appropriated such sums as are necessary for each of fiscal years 1991 through 1995.". 
	 
	(d) Block Grant to Puerto Rico. -- Effective October 1, 1990, section 19(a)(1)(A) of such Act (7 U.S.C. 2028(a)(1)(A)) is amended by striking "$825,000,000" and all that follows through "September 30, 1990" and inserting "$974,000,000 for fiscal year 1991, $1,013,000,000 for fiscal year 1992, $1,051,000,000 for fiscal year 1993, $1,091,000,000 for fiscal year 1994, and $1,133,000,000 for fiscal year 1995". 
	 
	SEC. 1302. COMMODITY DISTRIBUTION AND SUPPLEMENTAL FOOD PROGRAMS. 
	 
	Effective October 1, 1990, the Agriculture and Consumer Protection Act of 1973 (7 U.S.C. 612c note) is amended -- 
	 
	(1) in section 4(a), by striking "1986, 1987, 1988, 1989, and 1990" and inserting "1991 through 1995"; and 
	 
	(2) in section 5(a)(2), by striking "1986 through 1990" and inserting "1991 through 1995". 
	 
	SEC. 1303. DISTRIBUTION OF SURPLUS COMMODITIES TO SPECIAL NUTRITION PROJECTS; PROCESSING AGREEMENTS. 
	 
	Section 1114(a)(2)(A) of the Agriculture and Food Act of 1981 (7 U.S.C. 1431e(a)(2)(A)) is amended by striking "1990" and inserting "1995". 
	 
	SEC. 1304. TEFAP REAUTHORIZATIONS. 
	 
	The Temporary Emergency Food Assistance Act of 1983 (7 U.S.C. 612c note) is amended -- 
	 
	(1) effective October 1, 1990, in section 204 -- 
	 
	(A) by striking subsections (a) and (b); 
	 
	(B) by redesignating subsections (c) and (d) as subsections (a) and (b), respectively; and 
	 
	(C) in subsection (a)(1) (as so redesignated), by striking "ending September 30, 1986, through September 30, 1990," and inserting "1991 through 1995"; and 
	 
	(2) in section 212, by striking "1990" and inserting "1995". 
	 
	SEC. 1305. NUTRITION EDUCATION AUTHORIZATION. 
	 
	Section 1588(a) of the Food Security Act of 1985 (7 U.S.C. 3175e) is amended by striking "$5,000,000" and all that follows through the period at the end and inserting "$8,000,000 for each of the fiscal years 1991 through 1995.". 
	 
	Subtitle D -- Agriculture Committee Oversight of Credit 
	 
	SEC. 1401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND INSTRUMENTALITIES. 
	 
	(a) In General. -- Any provision of this Act and any amendment made by this Act to chapter 31 of title 31, United States Code, or any other provision of law, that would have the effect of restricting the authority of any corporation owned in whole or in part by the Federal Government (such as the Commodity Credit Corporation, the Federal Crop Insurance Corporation, or the Farm Credit System Assistance Board, or any privately owned Government-sponsored entity, such as a Farm Credit Bank, the Federal Bank for
	 
	(b) Certain Action Prohibited. -- Notwithstanding any other provision of this Act or any 
	amendment made by this Act to any other provision of law, no officer or employee of the United States may take any action that would have the effect of implementing any provision of, or any amendment made by, this Act that is described in subsection (a). 
	 
	(c) Penalty. -- Any person violating this section shall, on conviction, be subject to a fine of not more than $10,000 or to imprisonment for not more than 1 year, or both, and (if an officer or employee of the Federal Government) shall be removed from office. 
	 
	SEC. 1402. REPORT ON FARM CREDIT AND THE ISSUANCE OF RELATED NOTES AND THE REDEMPTION THEREOF. 
	 
	(a) Report Required. -- In order to assist the Committee on Agriculture of the House of 
	Representatives in its oversight of, and legislative activities with respect to, farm credit and the issuance of related notes and the redemption thereof, and to reduce the costs associated with credit activities and the issuance and redemption of notes, the Secretary of the Treasury shall submit an annual report to the Committee on Agriculture of the House of Representatives on the credit activities of the Secretary and the policies of the Secretary with respect to the issuance and redemption of notes. 
	 
	(b) Contents of Report. -- The annual report required to be made by the Secretary of the 
	Treasury under subsection (a) shall -- 
	 
	(1) describe the policies with respect to the credit activities of the Department of the Treasury and their effect on availability and affordability of farm credit; 
	 
	(2) describe the policies of the Secretary and the Department with respect to the issuance and redemption of notes and the effect of such policies on the availability, and affordability and delivery of farm credit; 
	 
	(3) contain a report on the amount of the costs, as determined by the Secretary, of such credit activities and the issuance and redemption of notes; 
	 
	(4) identify actions taken by the Secretary to reduce costs associated with such credit activities and the issuance and redemption of notes during the period covered by such report with special emphasis on the effect of such actions on the availability and affordability of farm credit; and 
	 
	(5) any recommendations for legislative action which would reduce the costs associated with the credit activities of the Department of the Treasury and the issuance and redemption of notes with special emphasis as they relate to the availability, affordability, and delivery of farm credit. 
	 
	(c) Analysis of Effect on Private Credit Activities. -- The annual report required to be made by the Secretary of the Treasury under subsection (a) shall contain an analysis of the effect of – 
	 
	(1) government credit activities; and 
	 
	(2) government policies with respect to the issuance and redemption of notes, on private farm credit activities. 
	 
	(d) Methodology for Reporting on Determinations of Cost. -- 
	 
	(1) In general. -- In determining the cost of, and in identifying methods for reducing the cost of, credit activities and the issuance and redemption of notes and their effect on farm credit, the Secretary of the Treasury shall quantify the cost associated with each type of credit activity and note. 
	 
	(2) Factors to be taken into account. -- In quantifying the costs involved with each type of credit activity and note pursuant to paragraph (1), the Secretary of the Treasury shall determine -- 
	 
	(A) the volume of each type of credit activity and note; and 
	 
	(B) the costs involved with each type of credit activity and the issuance and redemption of each type of note with respect to any relevant factor, including -- 
	 
	(i) credit cost; 
	(ii) interest cost; 
	 
	(iii) management and operational costs; and 
	 
	(iv) expenses incurred in connection with the issuance and redemption of notes. 
	 
	(e) Definitions. -- For purposes of this section: 
	 
	(1) Credit activity. -- The term "credit activity" includes any borrowing or lending activity [*H10132] and any extension of credit by or to any person or governmental entity, including the issuance of notes in connection with such activity. 
	 
	(2) Note. -- The term "note" includes any obligation, including any bill, bond, or other 
	instrument, issued in connection with any credit activity. 
	 
	SEC. 1403. EFFECT OF CHANGES IN GOVERNMENT POLICY ON FARM CREDIT, AND AGRICULTURE. 
	 
	(a) Reports Required. -- The Comptroller General of the United States and the Secretary of the Treasury shall each submit an annual report to the Committee on Agriculture of the United States House of Representatives on the effect of changes in Federal tax and revenue laws on – 
	 
	(1) the cost and availability of farm credit; 
	 
	(2) agriculture generally; 
	 
	(3) agricultural production and marketing and stabilization of prices of agricultural products and commodities; 
	 
	(4) the financial condition of banks extending farm credit; 
	 
	(5) the animal and dairy industries; 
	 
	(6) the forestry industry; and 
	 
	(7) rural electrification and rural development. 
	 
	(b) Recommendation. -- Each report required under subsection (a) shall also contain the 
	recommendations of the Comptroller General and the Secretary of the Treasury or changes in law or government policy to reduce Federal spending with special emphasis on potential savings that may be achieved in the operation and administration of the Department of the Treasury in order to enhance the activities described in subsection (a) (1), (2), (3), (4), (5), (6), and (7), and address the effect of the changes in tax and revenue laws of the subjects described in subsection (a). 
	 
	(c) Effect of Changes in Tax Laws on Credit Facilities and Activities. -- The first reports required under subsection (a) shall contain an analysis of the effect of changes in tax law during the period 1980 to 1990 and recommendations for changes in law or government policy to address the effect of the changes in tax and revenue laws during the period from 1980 to 1990 on the subjects described in subsection (a) and each subsequent report shall analyze the effect of changes in tax and revenue law during the
	 
	(d) Timing of Reports. -- The first reports by the Comptroller General and the Secretary of the Treasury pursuant to subsection (a) shall be submitted no later than July 1, 1991, and each subsequent report shall be submitted no later than February 1 of each subsequent year. 
	 
	Subtitle E -- Contingent Termination Date 
	 
	SEC. 1501. CONTINGENT TERMINATION DATE. 
	 
	Notwithstanding any other provision of this title, this title (other than subtitle D of this title) and the amendments made by this title shall cease to be effective on July 1, 1992, if legislation to implement an agreement of the Uruguay Round of the General Agreement on Tariffs and Trade (GATT) for international agricultural trade is not enacted on or before June 30, 1992. 
	 
	TITLE II -- COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 
	 
	Subtitle A -- Federal Deposit Insurance Premiums 
	 
	SEC. 2001. ELIMINATION OF CEILINGS ON INSURANCE PREMIUMS AND ANNUAL PREMIUM INCREASES. 
	(a) Bank Insurance Fund. -- Clause (iv) of section 7(b)(1)(C) of the Federal Deposit Insurance Act (12 U.S.C. 1817(b)(1)(C)) is amended by striking "and capitalization, except that -- " and all that follows through the end of such clause and inserting "and capitalization; and". 
	 
	(b) Savings Association Insurance Fund. -- Clause (v) of section 7(b)(1)(D) of the Federal 
	Deposit Insurance Act (12 U.S.C. 1817(b)(1)(D)) is amended by striking "and capitalization, except that -- " and all that follows through the end of such clause and inserting "and capitalization; and". 
	 
	SEC. 2002. FDIC AUTHORITY TO ADJUST ASSESSMENT RATES MORE FREQUENTLY THAN ANNUALLY. 
	 
	(a) Bank Insurance Fund. -- Section 7(b)(1)(A) of the Federal Deposit Insurance Act (12 U.S.C. 1817(b)(1)(A)) is amended -- 
	 
	(1) by striking clause (i) and inserting the following new clause: 
	 
	"(i) Authority to establish rates. -- The Corporation shall set assessment rates for insured 
	depository institutions at such times as the Corporation, in the sole discretion of the Corporation, determines to be appropriate."; and 
	 
	(2) by striking clause (iii) and inserting the following new clause: 
	 
	"(iii) Announcement of rate changes. -- If the Corporation changes the assessment rate, the Corporation shall provide public notice of such change on or before the beginning of the 60-day period ending on the date such change takes effect.". 
	 
	(b) Technical and Conforming Amendments. -- 
	 
	(1) Section 7(b)(1)(A)(ii) of the Federal Deposit Insurance Act (12 U.S.C. 1817(b)(1)(A)(ii)) is amended by striking "annual". 
	 
	(2) Section 7(b)(1) of the Federal Deposit Insurance Act (12 U.S.C. 1817(b)(1)) is amended -- 
	 
	(A) in subparagraph (C)(iv) (as amended by section 2001(a) of this title) -- 
	 
	(i) by striking "on January 1 of a calendar year" and inserting "for any period"; and 
	 
	(ii) by inserting ", in the sole discretion of such board," after "rate determined by the Board of Directors"; and 
	 
	(B) in subparagraph (D)(v) (as amended by section 2001(b) of this title) -- 
	 
	(i) by striking "on January 1 of a calendar year" and inserting "for any period"; and 
	 
	(ii) by inserting ", in the sole discretion of such board," after "rate determined by the Board of Directors". 
	 
	(3) Section 7(d)(1)(A) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(1)(A)) is 
	amended -- 
	 
	(A) by striking "By September 30 of each calendar year," and inserting "Before the beginning of the 60-day period ending on the 1st day of each semiannual period,"; and 
	 
	(B) by striking "the succeeding calendar year" and inserting "such semiannual period". 
	 
	(4) Section 7(d)(2) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(2)) is amended -- 
	 
	(A) in subparagraph (A), by striking "in the coming year" and inserting "in the coming semiannual period"; and 
	 
	(B) in subparagraph (B) -- 
	 
	(i) by striking "succeeding year" each place such term appears and inserting "succeeding 
	semiannual period"; and 
	 
	(ii) by striking "succeeding calendar year" and inserting "succeeding semiannual period". 
	 
	(5) Section 7(d)(3) of the Federal Deposit Insurance Act (12 U.S.C. 1817(d)(3)) is amended -- 
	 
	(A) in subparagraph (A), by striking "in the coming year" and inserting "in the coming 
	semiannual period"; and 
	 
	(B) in subparagraph (B) -- 
	 
	(i) by striking "succeeding year" each place such term appears and inserting "succeeding 
	semiannual period"; and 
	 
	(ii) by striking "succeeding calendar year" and inserting "succeeding semiannual period". 
	 
	Subtitle B -- FHA Mortgage Insurance 
	 
	SEC. 2101. INCREASE IN MORTGAGE LIMIT. 
	 
	Section 203(b)(2) of the National Housing Act (12 U.S.C. 1709(b)(2)) is amended by striking "150 percent (185 percent until October 31, 1990) of the dollar amount specified" and inserting the following: "185 percent of the dollar amount specified". 
	 
	SEC. 2102. MORTGAGOR EQUITY. 
	 
	Section 203(b)(2) of the National Housing Act (12 U.S.C. 1709(b)(2)) is amended by adding at the end the following new undesignated paragraph: 
	 
	"Notwithstanding any other provision of this paragraph, a mortgage may not involve a principal obligation (including such initial service charges, appraisal, inspection, and other fees as the Secretary shall approve) in excess of 98.75 percent of the appraised value of the property (97.75 percent, in the case of a mortgage with an appraised value in excess of $50,000), plus the amount of the mortgage insurance premium paid at the time the mortgage is insured. For purposes of the preceding sentence, the term
	 
	SEC. 2103. MORTGAGE INSURANCE PREMIUMS. 
	 
	(a) Premiums. -- Section 203(c) of the National Housing Act (12 U.S.C. 1709(c)) is amended -- 
	 
	(1) by inserting "(1)" after "(c)"; 
	 
	(2) by striking the last sentence; and 
	 
	(3) by adding at the end the following new paragraph: 
	 
	"(2) Notwithstanding any other provision of this section, each mortgage secured by a 1-  
	to 4- family dwelling and insured on or after October 1, 1994, shall be subject to the following requirements: 
	 
	"(A) The Secretary shall establish and collect, at the time of insurance, a single premium 
	payment in an amount equal to 2.25 percent of the amount of the original insured principal obligation of the mortgage. Upon payment in full of the principal obligation of a mortgage prior to the maturity date of the mortgage, the Secretary shall refund all of the unearned premium charges paid on the mortgage pursuant to this subparagraph. 
	 
	"(B) In addition to the premium under subparagraph (A), the Secretary shall establish and collect annual premium payments in an amount equal to 0.50 percent of the remaining insured principal balance for the following periods: 
	 
	"(i) For any mortgage involving an original principal obligation that is less than 90 percent of the appraised value of the property (as of the date the mortgage is accepted for insurance), for the first 11 years of the mortgage term. 
	 
	"(ii) For any mortgage involving an original principal obligation that is greater than or equal to 90 percent of such value, for the first 30 years of the mortgage term; except that notwithstanding the matter preceding clause (i), for any mortgage involving an original principal obligation that is greater than 95 percent of such value, the annual premium collected during the 30-year period under this clause shall be in an amount equal to 0.55 percent of the remaining insured principal balance.". 
	 
	(b) Transition Provisions. -- Notwithstanding section 203(c) of the National [*H10133] Housing Act (as amended by subsection (a)), mortgage insurance premiums on mortgages insured under section 203(b) of such Act during fiscal years 1991 through 1994 shall be subject to the following requirements:  
	 
	(1) 1991 and 1992. -- For mortgages insured during fiscal years 1991 and 1992 (but after the date of the effectiveness of regulations issued under subsection (c)), the Secretary shall establish and collect the following premiums: 
	 
	(A) Up-front. -- At the time of insurance, a single premium payment in an amount equal to 3.80 percent of the amount of the original insured principal obligation of the mortgage. 
	(B) Annual. -- In addition to the premium under subparagraph (A), annual premium payments in an amount equal to 0.50 percent of the remaining insured principal balance, for any mortgage involving an original principal obligation that is -- 
	 
	(i) less than 90 percent of the appraised value of the property (as of the date the mortgage is accepted for insurance), for the first 5 years of the mortgage term; 
	 
	(ii) greater than or equal to 90 percent of such value but equal to or less than 95 percent of such value, for the first 8 years of the mortgage term; and 
	 
	(iii) greater than 95 percent of such value, for the first 10 years of the mortgage term. 
	 
	(2) 1993 and 1994. -- For mortgages insured during fiscal years 1993 and 1994, the Secretary shall establish and collect the following premiums: 
	 
	(A) Up-front. -- At the time of insurance, a single premium payment in an amount equal to 3.00 percent of the amount of the original insured principal obligation of the mortgage. 
	 
	(B) Annual. -- In addition to the premium under subparagraph (A), annual premium payments in an amount equal to 0.50 percent of the remaining insured principal balance, for any mortgage involving an original principal obligation that is -- 
	 
	(i) less than 90 percent of the appraised value of the property (as of the date the mortgage is accepted for insurance), for the first 7 years of the mortgage term; 
	 
	(ii) greater than or equal to 90 percent of such value but equal to or less than 95 percent of such value, for the first 12 years of the mortgage term; and 
	 
	(iii) greater than 95 percent of such value, for the first 30 years of the mortgage term. 
	 
	(3) Refunds. -- With respect to any mortgage subject to premiums under this subsection, the Secretary shall refund all of the unearned premium charges paid on a mortgage pursuant to paragraph (1)(A) or (2)(A) upon payment in full of the principal obligation of the mortgage prior to the maturity date. 
	 
	(c) Regulations. -- The Secretary shall issue regulations to carry out this section and the 
	amendments made by this section not later than the expiration of the 90-day period beginning on the date of the enactment of this Act. 
	 
	SEC. 2104. MUTUAL MORTGAGE INSURANCE FUND DISTRIBUTIONS. 
	 
	Section 205 of the National Housing Act (12 U.S.C. 1711) is amended by adding at the end the following new subsection: 
	 
	"(e) In determining whether there is a surplus for distribution to mortgagors under this section, the Secretary shall take into account the actuarial status of the entire Fund.". 
	 
	SEC. 2105. ACTUARIAL SOUNDNESS OF MUTUAL MORTGAGE INSURANCE FUND. 
	 
	Section 205 of the National Housing Act (12 U.S.C. 1711), as amended by the preceding 
	provisions of this Act, is further amended by adding at the end the following new subsections: 
	 
	"(f)(1) The Secretary shall ensure that the Mutual Mortgage Insurance Fund attains a capital ratio of not less than 1.25 percent within 24 months after the date of the enactment of this subsection. 
	 
	"(2) The Secretary shall ensure that the Mutual Mortgage Insurance Fund attains a capital ratio of not less than 2.0 percent within 10 years after the date of the enactment of this subsection, and shall ensure that the Fund maintains at least such capital ratio at all times thereafter. 
	 
	"(3) Upon the expiration of the 24-month period beginning on the date of the enactment of this subsection, the Secretary shall submit to the Congress a report describing the actions the Secretary will take to ensure that the Mutual Mortgage Insurance Fund attains the capital ratio required under paragraph (2). 
	 
	"(4) For purposes of this subsection: 
	 
	"(A) The term 'capital' means the economic net worth of the Mutual Mortgage Insurance Fund, as determined by the Secretary under the annual audit required under section 538. 
	 
	"(B) The term 'capital ratio' means the ratio of capital to unamortized insurance-in-force. 
	 
	"(C) The term 'economic net worth' means the current cash available to the Fund, plus the net present value of all future cash inflows and outflows expected to result from the outstanding mortgages in the Fund. 
	 
	"(D) The term 'unamortized insurance-in-force' means the remaining obligation on outstanding mortgages which are obligations of the Mutual Mortgage Insurance Fund, as estimated by the Secretary. 
	 
	"(g) The Secretary shall provide for an independent actuarial study of the Mutual Mortgage Insurance Fund to be conducted annually and shall report annually to the Congress regarding the financial status of the Fund. 
	 
	"(h)(1) If, pursuant to the independent annual actuarial study of the Mutual Mortgage Insurance Fund required under subsection (g), the Secretary determines that the Mutual Mortgage insurance Fund is not meeting the operational goals under paragraph (2), the Secretary may not issue distributions, and may, by regulation, propose and implement any adjustments to the insurance premiums under section 203(c) or section 2103(b) of the Omnibus Budget Reconciliation Act of 1990, or any other program requirements es
	 
	"(2) The operational goals referred to in paragraph (1) shall be -- 
	 
	"(A) maintaining an adequate capital ratio; 
	 
	"(B) meeting the needs of homebuyers with low downpayments and first-time homebuyers by providing access to mortgage credit; and 
	 
	"(C) minimizing the risk to the Fund and to homeowners from homeowner default.". 
	 
	SEC. 2106. PERIODIC MORTGAGE INSURANCE SAFETY AND SOUNDNESS PREMIUM. 
	 
	Section 203(c) of the National Housing Act (12 U.S.C. 1709(c)), as amended by the preceding provisions of this Act, is further amended by adding at the end the following new paragraph: 
	 
	"(3) Notwithstanding any other provision of law, the Secretary may require payment on all mortgages that are obligations of the Mutual Mortgage Insurance Fund of an additional premium charge on a periodic basis as determined by the Secretary to be consistent with sound actuarial practice. Such determination shall be in accordance with the findings of the annual actuarial study of the Mutual Mortgage Insurance Fund required under section 205(g). The additional premium charge for each mortgage may not exceed 
	 
	SEC. 2107. HOME EQUITY CONVERSION MORTGAGE INSURANCE DEMONSTRATION. 
	 
	(a) Termination Date. -- The first sentence of section 225(g) of the National Housing Act (12 U.S.C. 1715z-20(g)) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	(b) Number of Mortgages Insured. -- Section 255(g) of the National Housing Act (12 U.S.C. 1715z-20(g)) is further amended by striking the second sentence and inserting the following new sentence: "The total number of mortgages insured under this section may not exceed 25,000.". 
	 
	Subtitle C -- Auction of Federally Insured Mortgages 
	 
	SEC. 2201. AUCTION ALTERNATIVE TO ASSIGNMENT OF MORTGAGES. 
	 
	(a) Auction. -- Section 221(g)(4) of the National Housing Act (12 U.S.C. 1715L(g)(4)) is 
	amended by adding at the end the following new subparagraph: 
	 
	"(C)(i) In lieu of accepting assignment of the original credit instrument and the mortgage 
	securing the credit instrument under subparagraph (A) in exchange for receipt of debentures, the Secretary may provide for the sale under this subparagraph of the beneficial interests in the mortgage loan through auction and sale of the mortgage loan, participation certificates, or other mortgage-backed obligations in a form acceptable to the Secretary, unless the mortgagee ca demonstrate to the satisfaction of the Secretary that such auction and sale will be less economically advantageous to the mortgagee 
	when appropriate, adjust the price paid to the mortgagee to equal the net present value of the debentures that the mortgagee would have received pursuant to assignment under 
	subparagraph (A). 
	 
	"(ii) The Government National Mortgage Association (in this subparagraph referred to as the 'Association') shall conduct public auctions under this subparagraph on behalf of the Secretary to determine the lowest interest rate necessary to carry out a sale of the beneficial interests in the original credit instrument and mortgage securing the credit instrument. 
	 
	"(iii) Any mortgagee who elects to assign a mortgage shall provide to the Association and 
	persons bidding at an auction under this subparagraph a description of the characteristics of the original credit instrument and the mortgage securing the credit instrument, which shall include statements of the principal mortgage balance, the original stated interest rate, any service fees, the real estate and tenant characteristics of the property secured by the mortgage, the level and duration of any applicable Federal subsidies, the status of the property with respect to eligibility to prepay the mortga
	 
	"(iv) Upon receipt of the information under clause (iii) regarding a mortgage, the Association shall promptly provide notice of any auction with respect to the mortgage and publish such information in advance of the auction. To promote administrative efficiency, the Association may conduct the auction at any time during the 6-month period beginning upon notice by the mortgagee of election to assign the mortgage. Notwithstanding the preceding sentence, the Association may not conduct any auction before the e
	"(v) In any auction under this subparagraph, the Association shall accept the lowest interest rate bid for purchase by any bidder determined by the Association to be acceptable. The Association shall cause the bid to be published in the Federal Register. Settlement for the sale of the credit instrument and the mortgage securing the credit instrument shall occur not later than 30 days (not including Saturdays, Sundays, and legal public holidays) after the date of the selection of the accepted bid. 
	 
	"(vi) If no bids are received or the bids that are received are not accepted by the Association, the mortgagee shall retain all rights under this paragraph to assign the mortgage loan to the Secretary. The Association may determine that a bid is unacceptable if the Association determines that the bid is at a price that would result in costs to the Federal Government exceeding the costs incurred if the mortgage were to be assigned to the Secretary under subparagraph (A). 
	 
	"(vii) The holder of a mortgage, representative of the holder of a mortgage, and entities affiliated with the holder of the mortgage may not participate in the auction under this subparagraph unless the holder, representative, or affiliate is also providing secondary financing for the project secured by the mortgage for the purpose of (I) resolving the physical and financial needs of the project, or (II) enabling a purchaser to acquire a project that is eligible low income housing (as such term is defined u
	 
	"(viii) In carrying out an auction under this subparagraph, the Secretary shall agree to provide a monthly interest subsidy payment from the General Insurance Fund to the holder of the original credit instrument and the mortgage securing the credit instrument (and any assigns of the holder who are approved by the Secretary). The subsidy payment shall be paid on the first day of each month in an amount equal to the difference between the stated interest due on the mortgage loan (less any servicing fee) and t
	 
	"(I) the maturity date of the loan; 
	 
	"(II) prepayment of the mortgage loan; or 
	 
	"(III) default and full payment of insurance benefits on the mortgage loan by the Secretary. 
	 
	"(ix) The Secretary, or the Association on behalf of the Secretary, may require that the loans auctioned under this subparagraph be sold together with servicing rights as whole loans if the Secretary determines that the inclusion of servicing rights will further the financial interests of the Federal Government. To further maximize the interest of the Federal Government, the Secretary may also acquire the servicing rights and hold a separate auction of the rights. 
	 
	"(x) This subparagraph may not be construed to alter, limit, or impair any low income use 
	restrictions applicable to any project under the original regulatory agreement for the project, any revised agreement entered into pursuant to the Emergency Low Income Housing Preservation Act of 1987, or any other agreement for the provision of Federal assistance to the housing or its tenants. This subparagraph may not be construed to alter the affordability and low income use restrictions agreed to by owners of projects insured with mortgages under this Act. 
	 
	"(xi) The provisions of this subparagraph shall not apply after September 30, 1995.". 
	 
	(b) Implementation. -- The Secretary shall implement the provisions under the amendment made by subsection (a) not later than 30 days after the date of the enactment of this Act. The provisions shall not be subject to prior issuance of regulations and notice in the Federal Register. The Secretary shall issue regulations to carry out the provisions under the amendment not later than 6 months of the date of the enactment of this Act. 
	 
	(c) Report. -- The Secretary of Housing and Urban Development shall submit a report to the Congress, not later than the expiration of the 1-year period beginning on the date of the enactment of this Act, regarding any actions taken under section 221(g)(4)(C) of the National Housing Act (as amended by this section). The report shall include information regarding the number of mortgages auctioned and sold and their value, the amount of subsidies committed under this program, the number of mortgages transferre
	 
	Subtitle D -- Crime and Flood Insurance Programs 
	 
	SEC. 2301. CRIME INSURANCE PROGRAM. 
	 
	(a) Extension of General Authority. -- Section 1201(b) of the National Housing Act (12 U.S.C. 1749bbb(b)) is amended by striking "September 30, 1991" in the matter preceding paragraph 
	 
	(1) and inserting "September 30, 1995". 
	 
	(b) Continuation of Existing Contracts. -- Section 1201(b)(1) of the National Housing Act (12 U.S.C. 1749bbb(b)(1)) is amended by striking "September 30, 1992" and inserting "September 30, 1996". 
	 
	(c) Extension of Limitation on Premiums. -- Section 542(c) of the Housing and Community Development Act of 1987 (12 U.S.C. 1749bbb-10c note) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	SEC. 2302. FLOOD INSURANCE PROGRAM. 
	 
	(a) Extension of General Authority. -- Section 1319 of the National Flood Insurance Act of 1968 (42 U.S.C. 4026) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	(b) Extension of Emergency Program. -- Section 1336(a) of the National Flood Insurance Act of 1968 (42 U.S.C. 4056(a)) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	(c) Extension of Limitation on Premiums. -- Section 541(d) of the Housing and Community Development Act of 1987 (42 U.S.C. 4015 note) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	(d) Extension of Erosion Provisions. -- Section 1306(c)(7) of the National Flood Insurance Act of 1968 (42 U.S.C. 4013(c)(7)) is amended by striking "September 30, 1991" and inserting "September 30, 1995". 
	 
	(e) Inclusion of Costs in Premiums. -- 
	 
	(1) Estimates of premium rates. -- Section 1307(a) of the National Flood Insurance Act of 1968 (42 U.S.C. 4014(a)) is amended -- 
	 
	(A) in paragraph (1)(B)(i), by striking "and" at the end; 
	 
	(B) in paragraph (1)(B)(ii), by inserting "and" after the comma at the end; 
	 
	(C) in paragraph (1)(B), by inserting at the end the following new clause: 
	 
	"(iii) any remaining administrative expenses incurred in carrying out the flood insurance and floodplain management programs (including the costs of mapping activities under section 1360) not included under clause (ii), which shall be recovered by a fee charged to policyholders and such fee shall not be subject to any agents' commissions, company expense allowances, or State or local premium taxes,"; and 
	 
	(D) in paragraph (2), by inserting after "title" the following: ", and which, together with a fee charged to policyholders that shall not be not subject to any agents' commission, company expenses allowances, or State or local premium taxes, shall include any administrative expenses incurred in carrying out the flood insurance and floodplain management programs (including the costs of mapping activities under section 1360)". 
	 
	(2) Establishment of chargeable premium rates. -- Section 1308 of the National Flood Insurance Act of 1968 (42 U.S.C. 4015) is amended -- 
	 
	(A) in subsection (b) -- 
	(i) by striking "and" at the end of paragraph (2); 
	 
	(ii) by redesignating paragraph (3) as paragraph (4); and 
	 
	(iii) by inserting after paragraph (2), the following new paragraph: 
	 
	"(3) adequate, together with the fee under paragraph (1)(B)(iii) or (2) of section 1307(a), to provide for any administrative expenses of the flood insurance and floodplain management programs (including the costs of mapping activities under section 1360), and"; and 
	 
	(B) by striking subsection (d) and inserting the following new subsection: 
	 
	"(d) With respect to any chargeable premium rate prescribed under this section, a sum equal to the portion of the rate that covers any administrative expenses of carrying out the flood insurance and floodplain management programs which have been estimated under paragraphs 
	 
	(1)(B)(ii) and (1)(B)(iii) of section 1307(a) or paragraph (2) of such section (including the fees under such paragraphs), shall be paid to the Director. The Director shall deposit the sum in the National Flood Insurance Fund established under section 1310.". 
	 
	(3) National flood insurance fund. -- Section 1310(a)(4) of the National Flood Insurance Act of 1968 (42 U.S.C. 4017(a)(4)) is amended to read as follows: 
	 
	"(4) to the extent approved in appropriations Acts, to pay any administrative expenses of the flood insurance and floodplain management programs (including the costs of mapping activities under section 1360); and". 
	 
	[*H10135] (4) Administrative expenses. -- Section 1375 of the National Flood Insurance Act of 1968 (42 U.S.C. 4126) is amended by striking "program" and all that follows and inserting the following: "and floodplain management programs authorized under this title may be paid with amounts from the National Flood Insurance Fund (as provided under section 1310(a)(4)), subject to approval in appropriations Acts.". 
	 
	(5) Exception to limitation on premium increases. -- Notwithstanding section 541(d) of the Housing and Community Development Act of 1987 (42 U.S.C. 4015 note) (as amended by this section), the premium rates charged for flood insurance under any program established pursuant to the National Flood Insurance Act of 1968 may be increased by more than 10 percent during fiscal year 1991, except that any increase in such rates not resulting from the inclusion in chargeable premium rates of administrative expenses o
	 
	Subtitle E -- Banking Committee Oversight of Credit 
	SEC. 2401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND INSTRUMENTALITY. 
	 
	(a) In General. -- Any provision of this Act and any amendment made by this Act to chapter 31 of title 31, United States Code, or any other provision of law, which would have the effect of restricting the authority of any corporation owned in whole or in part by the Federal Government, such as Amtrak, the Tennessee Valley Authority or the Saint Lawrence Seaway Development Corporation, or any privately owned Government-sponsored entity, such as a national bank, Federal savings association, or Federal credit 
	 
	(b) Certain Actions Prohibited. -- Notwithstanding any other provision of this Act or any 
	amendment made by this Act to any other provision of law, no officer or employee of the United States may take any action which would have the effect of implementing any provision of, or any amendment made by, this Act which is described in subsection (a). 
	 
	(c) Violation Treated as Violation of Antideficiency Act. -- Any violation of subsection  
	(b) shall be treated as a violation of section 1341(a) of title 31, United States Code. 
	 
	SEC. 2402. REPORT ON CREDIT AND THE ISSUANCE OF NOTES AND THE REDEMPTION THEREOF. 
	 
	(a) Report Required. -- In order to assist the Committee on Banking, Finance and Urban Affairs of the House of Representatives in its oversight of, and legislative activities with respect to, money and credit and the issuance of notes and the redemption thereof, and to reduce the costs associated with credit activities and the issuance and redemption of notes, the Secretary of the Treasury shall submit an annual report to the Committee on Banking, Finance and Urban Affairs of the House of Representatives on
	 
	(b) Contents of Report. -- The annual report required to be made by the Secretary of the 
	Treasury under subsection (a) shall – 
	 
	(1) describe the policies with respect to the credit activities of the Department of the Treasury; 
	 
	(2) describe the policies of the Secretary and the Department with respect to the issuance and redemption of notes; 
	 
	(3) contain a report on the amount of the costs, as determined by the Secretary, of such credit activities and the issuance and redemption of notes; 
	 
	(4) identify actions taken by the Secretary to reduce costs associated with such credit activities and the issuance and redemption of notes during the period covered by such report; and 
	 
	(5) any recommendations for legislative action which would reduce the costs associated with the credit activities of the Department of the Treasury and the issuance and redemption of notes. 
	 
	(c) Analysis of Effect on Private Credit Activities. -- The annual report required to be made by the Secretary of the Treasury under subsection (a) shall contain an analysis of the effect of – 
	 
	(1) government credit activities; and 
	 
	(2) government policies with respect to the issuance and redemption of notes, 
	on private credit activities. 
	 
	(d) Methodology for Reporting on Determination of Costs. -- 
	 
	(1) In general. -- In determining the cost of, and in identifying methods for reducing the cost of, credit activities and the issuance and redemption of notes, the Secretary of the Treasury shall quantify the cost associated with each type of credit activity and note. 
	 
	(2) Factors to be taken into account. -- In quantifying the costs involved with each type of credit activity and note pursuant to paragraph (1), the Secretary of the Treasury shall determine – 
	 
	(A) the volume of each type of credit activity and note; and 
	 
	(B) the costs involved with each type of credit activity and the issuance and redemption of each type of note with respect to any relevant factor, including -- 
	 
	(i) credit cost; 
	 
	(ii) interest cost; 
	 
	(iii) management and operational costs; and 
	 
	(iv) expenses incurred in connection with the issuance and redemption of notes. 
	 
	(e) Definitions. -- For purposes of this section -- 
	 
	(1) Credit activity. -- The term "credit activity" includes any borrowing or lending activity and any extension of credit by or to any person or governmental entity, including the issuance of notes in connection with any such activity. 
	 
	(2) Note. -- The term "note" includes any obligation, including any bill, bond, or other 
	instrument, issued in connection with any credit activity. 
	 
	SEC. 2403. EFFECT OF CHANGES IN GOVERNMENT POLICY ON CREDIT, HOUSING, URBAN DEVELOPMENT, BANKS AND THE BANKING INDUSTRY, AND MONETARY POLICY. 
	 
	(a) Reports Required. -- The Comptroller General of the United States and the Secretary of the Treasury shall each submit an annual report to the Committee on Banking, Finance and Urban Affairs of the United States House of Representatives on the effect of changes in Federal tax and revenue laws on -- 
	 
	(1) the cost and availability of credit; 
	 
	(2) the cost and availability of public and private housing; 
	 
	(3) the progress of urban development; 
	 
	(4) the financial condition of banks and the banking industry; and 
	 
	(5) the conduct of Federal monetary policy and the operation of the Federal Reserve System. 
	 
	(b) Recommendation. -- Each report required under subsection (a) shall also contain the 
	recommendations of the Comptroller General and the Secretary of the Treasury for changes in law or government policy to reduce Federal spending and address the effect of the changes in tax and revenue laws on the subjects described in subsection (a). 
	 
	(c) Effect of Changes in Tax Laws on Credit Facilities and Activities. -- 
	 
	(1) In general. -- The first reports required under subsection (a) shall contain an analysis of the effect of changes in tax law during the period 1980 to 1990 and recommendations for changes in law or government policy to address the effect of the changes in tax and revenue laws during the period from 1980 to 1990 on the subjects described in subsection  
	(a) and each subsequent report shall analyze the effect of changes in tax and revenue law during the immediately preceding year and contain recommendations to respond to changes in tax and revenue law during the immediately preceding year. 
	 
	(2) Analysis of effect of 1986 and 1981 tax acts on savings and loan crisis. -- In addition to the requirement of paragraph (1) relating to the first reports required under subsection (a), such reports shall contain a detailed analysis of the extent to which the abrupt changes in the tax consequences of various kinds of investment activities as a result of the enactment of the Tax Reform Act of 1986 and the Economic Recovery Tax Act of 1981, and the effect such changes had on real property values and instit
	(d) Timing of Reports. -- The first reports by the Comptroller General and the Secretary of the Treasury pursuant to subsection (a) shall be submitted no later than July 1, 1991, and each subsequent report shall be submitted no later than February 1 of each subsequent year. 
	 
	TITLE III -- EDUCATION AND LABOR COMMITTEE 
	 
	Subtitle A -- Student Loan Program Savings 
	 
	SEC. 3001. SHORT TITLE. 
	 
	This subtitle may be cited as the "Student Loan Default Prevention Initiative Act of 1990". 
	 
	SEC. 3002. PRECLAIMS ASSISTANCE PAYMENTS. 
	 
	(a) Amendment. -- Section 428(f)(1)(A) of the Higher Education Act of 1965 (20 U.S.C. 
	1078(f)(1)(A)) is amended -- 
	 
	(1) by striking clause (iii); and 
	 
	(2) by redesignating clauses (iv) and (v) as clauses (iii) and (iv), respectively. 
	 
	SEC. 3003. INITIAL DISBURSEMENT AND ENDORSEMENT REQUIREMENTS. 
	 
	(a) Amendment. -- Section 428G(b)(1) of the Higher Education Act of 1965 (20 U.S.C. 1078- 7(b)(1)) is amended to read as follows: 
	 
	"(1) First year students. -- The first installment of the proceeds of any loan made, insured, or guaranteed under this part that is made to a student borrower who is entering the first year of program of postsecondary education, and who has not previously obtained a loan under this part, shall not (regardless of the amount of such loan or the duration of the period of enrollment) be presented by the institution to the student for endorsement until 30 days after the borrower begins a course of study, but may
	 
	(b) Effective Date. -- The amendment made by this section shall be effective for loans made on or after the date of enactment of this Act to cover the cost of instruction for periods of enrollment beginning on or after January 1, 1991. 
	 
	[*H10136] SEC. 3004. INELIGIBILITY BASED ON HIGH DEFAULT RATES AND BANKRUPTCY. 
	 
	(a) In General. -- Section 435(a) of the Higher Education Act of 1965 (20 U.S.C. 1088(a)) is amended by adding at the end thereof the following new paragraph: 
	"(3) Ineligibility based on high default rates. -- (A) An institution whose cohort default rate is equal to or greater than the threshold percentage specified in subparagraph (B) for each of the three most recent fiscal years for which data are available shall not be an eligible institution under this part unless, within 30 days of receiving notification from the Secretary of the loss of eligibility under this paragraph, the institution appeals the loss of its eligibility to the Secretary and – 
	 
	"(i) the institution demonstrates to the satisfaction of the Secretary that the Secretary's 
	calculation of its cohort default rate is not accurate, and that recalculation would reduce its cohort default rate for any of the three fiscal years below the threshold percentage specified in subparagraph (B); or 
	 
	"(ii) there are, in the judgment of the Secretary, exceptional mitigating circumstances that would make the application of this paragraph inequitable. 
	 
	During the pendency of an appeal, the Secretary shall suspend the eligibility of the institution in accordance with his authority to take emergency actions under section 487(c)(1)(E). 
	 
	"(B) For purposes of determinations under subparagraph (A) for academic year 1991-1992 and any succeeding academic year, the threshold percentage is 35 percent. 
	 
	"(C) This paragraph shall not apply to any institution that is -- 
	 
	"(i) a part B institution within the meaning of section 322(2) of this Act; 
	 
	"(ii) a tribally controlled community college within the meaning of section 2(a)(4) of the Tribally Controlled Community College Assistance Act of 1978; or 
	 
	"(iii) a Navajo Community College under the Navajo Community College Act.". 
	 
	"(4) Ineligibility based on bankruptcy. -- An institution shall cease to be an eligible institution under this part if that institution commences a voluntary case by filing a petition with a bankruptcy court under title 11, United States Code.". 
	 
	(b) Refusal to Provide Statement to Lender. -- Section 428(a)(2)(F) of such Act (20 U.S.C. 1078(a)(2)(F)) is amended by inserting before the period at the end thereof the following: ", except in individual cases where the institution determines that the portion of the student's expenses to be covered by the loan can be met more appropriately, either by the institution or directly by the student, from other sources". 
	 
	(c) Extension of Default Rate Limitations on SLS Loans. -- Section 2003(a)(3) of the Omnibus Budget Reconciliation Act of 1989 is amended by striking out "October 1, 1991" and inserting "October 1, 1996". 
	 
	(d) Effective Date. -- The amendments made by this section shall be effective July 1, 1991. 
	 
	SEC. 3005. SPECIAL ALLOWANCES. 
	 
	(a) Reduction of Rate. -- Section 438(b)(2)(A)(iii) of the Higher Education Act of 1965 (20 U.S.C. 1087-1(b)(2)(A)(iii)) is amended by striking "3.25 percent" and inserting "3.0 percent". 
	 
	(b) Elimination of Floor on Allowance for Loans From Tax Exempt Funds. -- Section 438(b)(2)(B) of such Act (20 U.S.C. 1087-1(b)(2)(B)) is amended -- 
	 
	(1) by striking division (ii); and 
	 
	(2) by redesignating division (iii) as division (ii). 
	 
	(c) Effective Dates. -- The amendments made by this section shall apply with respect to loans made on or after the date of enactment of this Act to cover periods of instruction beginning on or after November 1, 1990. 
	 
	SEC. 3006. ABILITY TO BENEFIT. 
	 
	(a) In General. -- Section 484(d) of the Higher Education Act of 1965 (20 U.S.C. 1091(d)) is amended to read as follows: 
	 
	"(d) Ability to Benefit. -- In order for a student who is admitted on the basis of ability to benefit from the education or training offered to be eligible for any grant, loan, or work assistance under this title, the student shall, prior to enrollment, pass an independently administered examination approved by the Secretary.". 
	 
	(b) Conforming Amendment. -- Section 481(b) of the Higher Education Act of 1965 (20 U.S.C. 1088(b)) is amended in the fourth sentence by inserting ", except in accordance with section 484(d) of this Act," after "shall not". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to any grant, loan, or work assistance to cover the cost of instruction for periods of enrollment beginning on or after January 1, 1991. 
	 
	SEC. 3007. MAXIMUM SLS LOAN AMOUNTS. 
	 
	(a) Effective Date Extension. -- Section 2003(b)(2) of the Omnibus Budget Reconciliation Act of 1989 is amended by striking "1991" and inserting "1996". 
	 
	(b) Period for Determination of Maximum Loan Amounts. -- Section 428A(b)(1) of the Higher Education Act of 1965 (20 U.S.C. 1078-1(b)) is amended by striking "9 consecutive" and inserting "7 consecutive". 
	 
	SEC. 3008. COLLEGE FACILITIES. 
	 
	(a) College Construction Loan Insurance Association Report. -- The College Construction Loan Insurance Association shall prepare and submit to the Committee on Education and Labor of the House of Representatives and the Committee on Labor and Human Resources of the Senate a plan for expanding the Association's operations and activities to provide direct insurance to institutions that do not have investment-grade rated debt instruments. Such plan shall also include an analysis of the impact of such expansion
	 
	(b) Additional Authority for Housing and Education Facilities Loans. -- Section 761 of the Higher Education Act of 1965 (20 U.S.C. 1132g) is amended by adding at the end thereof the following new subsection: 
	 
	"(g) Additional Authorization. -- 
	 
	"(1) In addition to the amounts authorized by subsection (f), there are authorized to be 
	appropriated to the Secretary such sums as may be necessary to provide loans, under terms and conditions consistent with this part, to private, 4-year, nonprofit institutions of higher education that serve primarily low-income and minority students and that have been in existence for at least 80 years. 
	 
	"(2) Loans from funds appropriated under this subsection may be used -- 
	 
	"(A) to construct, reconstruct, or renovate any classroom facility, library, laboratory facility, dormitory (including dining facilities) or other facility customarily used by institutions of higher education for instructional or research purposes or for housing students, faculty and staff; 
	 
	"(B) to purchase or lease instructional equipment, research instrumentation and any capital equipment or fixture related to facilities described in subparagraph (A); 
	 
	"(C) to finance any other facility, equipment, or fixture the construction, acquisition, or 
	renovation of which is essential to the maintaining of accreditation of the member institution by a nationally recognized accrediting agency or association; and 
	 
	"(D) to purchase any real property or interest therein underlying facilities described in 
	subparagraph (A) or (C). 
	 
	"(3) Section 763(a) shall not apply to funds provided in the form of loans from amounts 
	appropriated under this subsection.". 
	 
	SEC. 3009. SUNSET PROVISION. 
	 
	The amendments made by this subtitle shall cease be effective on October 1, 1996. 
	 
	Subtitle B -- Amendments Relating to Employee Retirement Income Security Act of 1974 
	 
	PART 1 -- TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS TO EMPLOYERS 
	 
	SEC. 3101. INCREASE IN REVERSION TAX. 
	 
	Section 4980(a) (relating to tax on reversion of qualified plan assets to employer) is amended by striking "15 percent" and inserting "20 percent". 
	 
	SEC. 3102. ADDITIONAL TAX FOR FAILURE TO ESTABLISH REPLACEMENT PLAN OR TO INCREASE BENEFITS. 
	 
	(a) In General. -- Section 4980 is amended by adding at the end thereof the following new subsection: 
	 
	"(d) Increase in Tax for Failure to Establish Replacement Plan or Increase Benefits. -- 
	 
	"(1) In general. -- Subsection (a) shall be applied by substituting '50 percent' for '20 percent' with respect to any employer reversion from a qualified plan unless -- 
	 
	"(A) the employer establishes or maintains a qualified replacement plan, or 
	 
	"(B) the plan provides benefit increases meeting the requirements of paragraph (3). 
	 
	"(2) Qualified replacement plan. -- For purposes of this subsection, the term 'qualified 
	replacement plan' means a qualified plan established or maintained by the employer in 
	connection with a qualified plan termination (hereinafter referred to as the 'replacement plan') with respect to which the following requirements are met: 
	 
	"(A) Participation requirement. -- Substantially all of the active participants in the terminated plan who remain as employees of the employer after the termination are active participants in the replacement plan. 
	 
	"(B) Asset transfer requirement. -- 
	 
	"(i) 30 percent cushion. -- A direct transfer from the terminated plan to the replacement plan is made before any employer reversion, and the transfer is in an amount equal to the excess (if any) of – 
	 
	"(I) 30 percent of the maximum amount which the employer could receive as an employer reversion without regard to this subsection, over 
	 
	"(II) the amount determined under clause (ii). 
	 
	"(ii) Reduction for increase in benefits. -- The amount determined under this clause is an amount equal to the present value of the aggregate increases in the nonforfeitable accrued benefits under the terminated plan of any participants (including nonactive participants) pursuant to a plan amendment which -- 
	 
	"(I) is adopted during the 60-day period ending on the date of termination of the qualified plan, and 
	 
	"(II) takes effect immediately on the termination date. 
	 
	"(iii) Treatment of amount transferred. -- In the case of the transfer of any amount under clause (i) -- 
	 
	"(I) such amount shall not be includible in the gross income of the employer, 
	 
	"(II) no deduction shall be allowable with respect to such transfer, and 
	 
	[*H10137] "(III) such transfer shall not be treated as an employer reversion for purposes of this section. 
	 
	"(C) Allocation requirements. -- 
	 
	"(i) In general. -- In the case of any defined contribution plan, the portion of the amount 
	transferred to the replacement plan under subparagraph (B)(i) is -- 
	 
	"(I) allocated under the plan to the accounts of participants in the plan year in which the transfer occurs, or 
	 
	"(II) credited to a suspense account and allocated from such account to accounts of participants no less rapidly than ratably over the 7-plan-year period beginning with the year of the transfer. 
	 
	"(ii) Coordination with section 415 limitation. -- If, by reason of any limitation under section 415, any amount credited to a suspense account under clause (i)(II) may not be allocated to a participant before the close of the 7-year period under such clause -- 
	 
	"(I) such amount shall be allocated to the accounts of other participants, and 
	 
	"(II) if any portion of such amount may not be allocated to other participants by reason of any such limitation, shall be allocated to the participant as provided in section 415. 
	 
	"(iii) Treatment of income. -- Any income on any amount credited to a suspense account under clause (i)(II) shall be allocated to accounts of participants no less rapidly than ratably over the remainder of the period determined under such clause (after application of clause (ii)). 
	 
	"(iv) Unallocated amounts at termination. -- If any amount credited to a suspense account under clause (i)(II) is not allocated as of the termination date of the plan -- 
	 
	"(I) such amount shall be allocated to the accounts of participants as of such date, except that any amount which may not be allocated by reason of any limitation under section 415 shall be allocated to the accounts of other participants, and 
	 
	"(II) if any portion of such amount may not be allocated to other participants under subclause (I) by reason of such limitation, such portion shall be treated as an employer reversion to which this section applies. 
	 
	"(3) Pro rata benefit increases. -- 
	 
	"(A) In general. -- The requirements of this paragraph are met if a plan amendment to the 
	terminated plan is adopted in connection with the termination of the plan which provides pro rata increases in the present values of the nonforfeitable accrued benefits of all participants (including nonactive participants) which -- 
	 
	"(i) have an aggregate present value not less than 25 percent of the maximum amount which the employer could receive as an employer reversion without regard to this subsection, and 
	 
	"(ii) take effect immediately on the termination date. 
	 
	"(B) Pro rata increase. -- For purposes of subparagraph (A), a pro rata increase is an increase in the present value of the nonforfeitable accrued benefit of each participant (including nonactive participants) in an amount which bears the same ratio to the aggregate amount determined under subparagraph (A)(i) as -- 
	 
	"(i) the present value of such participant's nonforfeitable accrued benefit (determined without regard to this subsection), bears to 
	 
	"(ii) the aggregate present value of nonforfeitable accrued benefits of the terminated plan (as so determined). 
	 
	Notwithstanding the preceding sentence, the aggregate increases in the present values of the nonforfeitable accrued benefits of nonactive participants shall not exceed 40 percent of the aggregate amount determined under subparagraph (A)(i) by substituting 'equal to' for 'not less then'. 
	 
	"(4) Coordination with other provisions. -- 
	 
	"(A) Limitations. -- A benefit may not be increased under paragraph (2)(B)(ii) or (3)(A), and an amount may not be allocated to a participant under paragraph (2)(C), if such increase or allocation would result in a failure to meet any requirement under section 401(a)(4) or 415. 
	 
	"(B) Treatment as employer contributions. -- Any increase in benefits under paragraph (2)(B)(ii) or (3)(A), or any allocation of any amount (or income allocable thereto) to any account under paragraph (2)(C), shall be treated as an annual benefit or annual addition for purposes of section 415. 
	 
	"(C) 10-year participation requirement. -- Except as provided by the Secretary, section 
	415(b)(5)(D) shall not apply to any increase in benefits by reason of this subsection to the 
	extent that the application of this subparagraph does not discriminate in favor of highly 
	compensated employees (as defined in section 414(q)). 
	 
	"(5) Definitions and special rules. -- For purposes of this subsection -- 
	 
	"(A) Nonactive participant. -- The term 'nonactive participant' means an individual who -- 
	 
	"(i) is a participant in pay status as of the termination date, 
	 
	"(ii) is a beneficiary who has a nonforfeitable right to an accrued benefit under the terminated plan as of the termination date, or 
	 
	"(iii) is a participant not described in clause (i) or (ii) -- 
	 
	"(I) who has a nonforfeitable right to an accrued benefit under the terminated plan as of the termination date, and 
	 
	"(II) whose service, which was creditable under the terminated plan, terminated during the period beginning 3 years before the termination date and ending with the date on which the final distribution of assets occurs. 
	 
	"(B) Present value. -- Present value shall be determined as of the termination date and on the same basis as liabilities of the plan are determined on termination. 
	 
	"(C) Reallocation of increase. -- Except as provided in paragraph (2)(C), if any benefit increase is reduced by reason of the last sentence of paragraph (3)(A)(ii) or paragraph (4), the amount of such reduction shall be allocated to the remaining participants on the same basis as other increases (and shall be treated as meeting any allocation requirement of this subsection). 
	 
	"(D) Aggregation of plans. -- The Secretary may provide that 2 or more plans may be treated as 1 plan for purposes of determining whether there is a qualified replacement plan under paragraph (2). 
	"(6) Subsection not to apply to employer in bankruptcy. -- This subsection shall not apply to an employer who, as of the termination date of the qualified plan, is in bankruptcy liquidation under chapter 7 of title 11 of the United States Code or in similar proceedings under State law." 
	 
	(b) Amendments to Employee Retirement Income Security Act. -- 
	 
	(1) Fiduciary responsibility. -- Section 404 of the Employee Retirement Income Security Act of 1974 (29 U.S.C. 1104) is amended by adding at the end thereof the following new subsection: 
	 
	"(d)(1) If, in connection with the termination of a single-employer plan, an employer elects to establish or maintain a qualified replacement plan, or to increase benefits, as provided under section 4980(d) of the Internal Revenue Code of 1986, a fiduciary shall discharge the fiduciary's duties under this title and title IV in accordance with the following requirements: 
	 
	"(A) In the case of a fiduciary of the terminated plan, any requirement -- 
	 
	"(i) under section 4980(d)(2)(B) of such Code with respect to the transfer of assets from the terminated plan to a qualified replacement plan, and 
	 
	"(ii) under section 4980(d)(2)(B)(ii) or 4980(d)(3) of such Code with respect to any increase in benefits under the terminated plan. 
	 
	"(B) In the case of a fiduciary of a qualified replacement plan, any requirement -- 
	 
	"(i) under section 4980(d)(2)(A) of such Code with respect to participation in the qualified replacement plan of active participants in the terminated plan, 
	 
	"(ii) under section 4980(d)(2)(B) of such Code with respect to the receipt of assets from the terminated plan, and 
	 
	"(iii) under section 4980(d)(2)(C) of such Code with respect to the allocation of assets to 
	participants of the qualified replacement plan. 
	 
	"(2) For purposes of this subsection -- 
	 
	"(A) any term used in this subsection which is also used in section 4980(d) of the Internal 
	Revenue Code of 1986 shall have the same meaning as when used in such section, and 
	 
	"(B) any reference in this subsection to the Internal Revenue Code of 1986 shall be a reference to such Code as in effect on January 1, 1991." 
	 
	(2) Conforming amendments. -- 
	(A) Section 404(a)(1)(D) of such Act (29 U.S.C. 1104(a)(1)(D)) is amended by striking "or title IV" and inserting "and title IV". 
	 
	(B) Section 4044(d)(1) of such Act (29 U.S.C. 1344(d)(1)) is amended by inserting ", section 404(d) of this Act, and section 4980(d) of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)" after "paragraph (3)". 
	 
	(C) Section 3 of such Act (29 U.S.C. 1002) is amended by adding at the end the following new paragraph: 
	 
	"(41) The term 'single-employer plan' means a plan which is not a multiemployer plan.". 
	 
	SEC. 3103. EFFECTIVE DATE. 
	 
	(a) In General. -- Except as provided in subsection (b), the amendments made by this subpart shall apply to reversions occurring after September 30, 1990. 
	 
	(b) Exception. -- The amendments made by this subpart shall not apply to any reversion after September 30, 1990, if -- 
	 
	(1) in the case of plans subject to title IV of the Employee Retirement Income Security Act of 1974, a notice of intent to terminate under such title was provided to participants (or if no participants, to the Pension Benefit Guaranty Corporation) before October 1, 1990, or 
	 
	(2) in the case of plans subject to title I (and not to title IV) of such Act, a notice of intent to reduce future accruals under section 204(h) of such Act was provided to participants in 
	connection with the termination before October 1, 1990. 
	 
	PART 2 -- TRANSFERS TO RETIREE HEALTH ACCOUNTS 
	 
	SEC. 3111. TRANSFER OF EXCESS PENSION ASSETS TO RETIREE HEALTH ACCOUNTS. 
	 
	(a) In General. -- Part I of subchapter D of chapter 1 (relating to pension, profit-sharing, and stock bonus plans) is amended by adding at the end thereof the following new subpart: 
	 
	"Subpart E -- Treatment of Transfers to Retiree Health Accounts 
	 
	"Sec. 420. Transfers of excess pension assets to retiree health accounts. 
	 
	" [*H10138] SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS TO RETIREE HEALTH ACCOUNTS. 
	 
	"(a) General Rule. -- If there is a qualified transfer of any excess pension assets of a defined benefit plan (other than a multiemployer plan) to a health benefits account which is part of such plan – 
	 
	"(1) a trust which is part of such plan shall not be treated as failing to meet the requirements of subsection (a) or (h) of section 401 solely by reason of such transfer (or any other action authorized under this section), 
	 
	"(2) no amount shall be includible in the gross income of the employer maintaining the plan solely by reason of such transfer, 
	 
	"(3) such transfer shall not be treated -- 
	 
	"(A) as an employer reversion for purposes of section 4980, or 
	 
	"(B) as a prohibited transaction for purposes of section 4975, and 
	 
	"(4) the limitations of subsection (d) shall apply to such employer. 
	 
	"(b) Qualified Transfer. -- For purposes of this section -- 
	 
	"(1) In general. -- The term 'qualified transfer' means a transfer -- 
	 
	"(A) of excess pension assets of a defined benefit plan to a health benefits account which is part of such plan in a taxable year beginning after December 31, 1990, 
	 
	"(B) which does not contravene any other provision of law, and 
	 
	"(C) with respect to which the plan meets -- 
	 
	"(i) the use requirements of subsection (c)(1), 
	 
	"(ii) the vesting requirements of subsection (c)(2), and 
	 
	"(iii) the minimum benefit requirements of subsection (c)(3). 
	 
	"(2) Only 1 transfer per year. -- 
	 
	"(A) In general. -- No more than 1 transfer with respect to any plan during a taxable year may be treated as a qualified transfer for purposes of this section. 
	 
	"(B) Exception. -- A transfer described in paragraph (4) shall not be taken into account for purposes of subparagraph (A). 
	 
	"(3) Limitation on amount transferred. -- The amount of excess pension assets which may be transferred in a qualified transfer shall not exceed the amount which is reasonably estimated to be the amount the employer maintaining the plan will pay (whether directly or through reimbursement) out of such account during the taxable year of the transfer for qualified current retiree health liabilities. 
	 
	"(4) Special rule for 1990. -- 
	 
	"(A) In general. -- Subject to the provisions of subsection (c), a transfer shall be treated as a qualified transfer if such transfer -- 
	 
	"(i) is made after the close of the taxable year preceding the employer's first taxable year 
	beginning after December 31, 1990, and before the earlier of -- 
	 
	"(I) the due date (including extensions) for the filing of the return of tax for such preceding taxable year, or 
	 
	"(II) the date such return is filed, and 
	 
	"(ii) does not exceed the expenditures of the employer for qualified current retiree health 
	liabilities for such preceding taxable year. 
	 
	"(B) Reduction in deduction. -- The amount of the deductions otherwise allowable under this chapter to an employer for the taxable year preceding the employer's first taxable year beginning after December 31, 1990, shall be reduced by the amount of any qualified transfer to which this paragraph applies. 
	 
	"(C) Coordination with reduction rule. -- Subsection (e)(1)(B) shall not apply to a transfer 
	described in subparagraph (A). 
	 
	"(5) Expiration. -- No transfer in any taxable year beginning after December 31, 1995, shall be treated as a qualified transfer. 
	 
	"(c) Requirements of Plans Transferring Assets. -- 
	 
	"(1) Use of transferred assets. -- 
	 
	"(A) In general. -- Any assets transferred to a health benefits account in a qualified transfer (and any income allocable thereto) shall be used only to pay qualified current retiree health liabilities (other than liabilities of key employees not taken into account under subsection (e)(1)(D)) for the taxable year of the transfer (whether directly or through reimbursement). 
	 
	"(B) Amounts not used to pay for health benefits. -- 
	 
	"(i) In general. -- Any assets transferred to a health benefits account in a qualified transfer (and any income allocable thereto) which are not used as provided in subparagraph (A) shall be transferred out of the account to the transferor plan. 
	 
	"(ii) Tax treatment of amounts. -- Any amount transferred out of an account under clause (i) -- 
	 
	"(I) shall not be includible in the gross income of the employer for such taxable year, but 
	 
	"(II) shall be treated as an employer reversion for purposes of section 4980 (without regard to subsection (d) thereof). 
	 
	"(C) Ordering rule. -- For purposes of this section, any amount paid out of a health benefits account shall be treated as paid first out of the assets and income described in subparagraph (A). 
	 
	"(2) Requirements relating to pension benefits accruing before transfer. -- 
	 
	"(A) In general. -- The requirements of this paragraph are met if the plan provides that the 
	accrued pension benefits of any participant or beneficiary under the plan become nonforfeitable in the same manner which would be required if the plan had terminated immediately before the qualified transfer (or in the case of a participant who separated during the 1-year period ending on the date of the transfer, immediately before such separation). 
	 
	"(B) Special rule for 1990. -- In the case of a qualified transfer described in subsection (b)(4), the requirements of this paragraph are met with respect to any participant who separated from service during the taxable year to which such transfer relates by recomputing such participant's benefits as if subparagraph (A) had applied immediately before such separation. 
	 
	"(3) Minimum cost requirements. -- 
	 
	"(A) In general. -- The requirements of this paragraph are met if each group health plan or arrangement under which applicable health benefits are provided provides that the applicable employer cost for each taxable year during the benefit maintenance period shall not be less than the higher of the applicable employer costs for each of the 2 taxable years immediately preceding the taxable year of the qualified transfer. 
	 
	"(B) Applicable employer cost. -- For purposes of this paragraph, the term 'applicable employer cost' means, with respect to any taxable year, the amount determined by dividing – 
	 
	"(i) the qualified current retiree health liabilities of the employer for such taxable year 
	determined -- 
	 
	"(I) without regard to any reduction under subsection (e)(1)(B), and 
	 
	"(II) in the case of a taxable year in which there was no qualified transfer, in the same manner as if there had been such a transfer at the end of the taxable year, by 
	 
	"(ii) the number of individuals to whom coverage for applicable health benefits was provided during such taxable year. 
	 
	"(C) Election to compute cost separately. -- An employer may elect to have this paragraph applied separately with respect to individuals eligible for benefits under title XVIII of the Social Security Act at any time during the taxable year and with respect to individuals not so eligible. 
	 
	"(D) Benefit maintenance period. -- For purposes of this paragraph, the term 'benefit 
	maintenance period' means the 5 taxable year period beginning with the taxable year in which the qualified transfer occurs. If a taxable year is in 2 or more overlapping benefit maintenance periods, this paragraph shall be applied by taking into account the highest applicable employer cost required to be provided under subparagraph (A) for such taxable year. 
	 
	"(d) Limitations on Employer. -- For purposes of this title -- 
	 
	"(1) Deduction limitations. -- No deduction shall be allowed -- 
	 
	"(A) for the transfer of any amount to a health benefits account in a qualified transfer (or any retransfer to the plan under subsection (c)(1)(B)), 
	 
	"(B) for qualified current retiree health liabilities paid out of the assets (and income) described in subsection (c)(1), or 
	 
	"(C) for any amounts to which subparagraph (B) does not apply and which are paid for qualified current retiree health liabilities for the taxable year to the extent such amounts are not greater than the excess (if any) of -- 
	 
	"(i) the amount determined under subparagraph (A) (and income allocable thereto), over 
	 
	"(ii) the amount determined under subparagraph (B). 
	 
	"(2) No contributions allowed. -- An employer may not contribute after December 31, 1990, any amount to a health benefits account or welfare benefit fund (as defined in section 419(e)(1)) with respect to qualified current retiree health liabilities for which transferred assets are required to be used under subsection (c)(1). 
	 
	"(e) Definition and Special Rules. -- For purposes of this section -- 
	 
	"(1) Qualified current retiree health liabilities. -- For purposes of this section -- 
	 
	"(A) In general. -- The term 'qualified current retiree health liabilities' means, with respect to any taxable year, the aggregate amounts (including administrative expenses) which would have been allowable as a deduction to the employer for such taxable year with respect to applicable health benefits provided during such taxable year if – 
	 
	"(i) such benefits were provided directly by the employer, and 
	 
	"(ii) the employer used the cash receipts and disbursements method of accounting. 
	For purposes of the preceding sentence, the rule of section 419(c)(3)(B) shall apply. 
	 
	"(B) Reductions for amounts previously set aside. -- The amount determined under 
	subparagraph (A) shall be reduced by any amount previously contributed to a health benefits account or welfare benefit fund (as defined in section 419(e)(1)) to pay for the qualified current retiree health liabilities. The portion of any reserves remaining as of the close of December 31, 1990, shall be allocated on a pro rata basis to qualified current retiree health liabilities. 
	 
	"(C) Applicable health benefits. -- The term 'applicable health benefits' mean health benefits or coverage which are provided to -- 
	 
	"(i) retired employees who, immediately before the qualified transfer, are entitled to receive such benefits upon retirement and who are entitled to pension benefits under the plan, and 
	 
	[*H10139] "(ii) their spouses and dependents. 
	 
	"(D) Key employees excluded. -- If an employee is a key employee (within the meaning of section 416(i)(1)) with respect to any plan year ending in a taxable year, such employee shall not be taken into account in computing qualified current retiree health liabilities for such taxable year or in calculating applicable employer cost under subsection (c)(3)(B). 
	 
	"(2) Excess pension assets. -- The term 'excess pension assets' means the excess (if any) of -- 
	 
	"(A) the amount determined under section 412(c)(7)(A)(ii), over 
	 
	"(B) the greater of -- 
	 
	"(i) the amount determined under section 412(c)(7)(A)(i), or 
	 
	"(ii) 125 percent of current liability (as defined in section 412(c)(7)(B)). 
	 
	The determination under this paragraph shall be made as of the most recent valuation date of the plan preceding the qualified transfer. 
	 
	"(3) Health benefits account. -- The term "health benefits account" means an account 
	established and maintained under section 401(h). 
	 
	"(4) Coordination with section 412. -- In the case of a qualified transfer to a health benefits account -- 
	 
	"(A) any assets transferred in a plan year after the valuation date for such year (and any income allocable thereto) shall, for purposes of section 412(c)(7), be treated as assets in the plan as of the valuation date for the following year, and 
	 
	"(B) the plan shall be treated as having a net experience loss under section 412(b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in an amount equal to the amount of such transfer (reduced by any amounts transferred back to the pension plan under subsection (c)(1)(B)), except that such section shall be applied to such amount by substituting '10 plan years' for '5 plan years'." 
	 
	(b) Conforming Amendment. -- Section 401(h) is amended by inserting ", and subject to the provisions of section 420" after "Secretary". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to transfers in taxable years beginning after December 31, 1990. 
	 
	SEC. 3112. APPLICATION OF ERISA TO TRANSFERS OF EXCESS PENSION ASSETS TO RETIREE HEALTH ACCOUNTS. 
	 
	(a) Exclusive Benefit Requirement. -- Section 403(c)(1) of the Employee Retirement Income Security Act of 1974 (29 U.S.C. 1103(c)(1)) is amended by inserting ", or under section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)" after "insured plans)". 
	 
	(b) Fiduciary Duties. -- Section 404(a)(1)(A) of such Act (29 U.S.C. 1104(a)(1)(A)) is amended by inserting "subject to section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)," after "(A)". 
	 
	(c) Exemptions From Prohibited Transactions. -- Section 408(b) of such Act (29 U.S.C. 1108(b)) is amended by adding at the end thereof the following new paragraph: 
	 
	"(13) Any transfer in a taxable year beginning before January 1, 1996, of excess pension assets from a single-employer plan which is a defined benefit plan to a retiree health account in a qualified transfer permitted under section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991)." 
	 
	(d) Funding Limitations. -- Section 302 of such Act (29 U.S.C. 1082) is amended by 
	redesignating subsection (g) as subsection (h) and by adding at the end thereof the following new subsection: 
	 
	"(g) Qualified Transfers to Health Benefits Accounts. -- For purposes of this section, in the case of a qualified transfer (as defined in section 420 of the Internal Revenue Code of 1986) – 
	 
	"(1) any assets transferred in a plan year after the valuation date for such year (and any income allocable thereto) shall, for purposes of subsection (c)(7), be treated as assets in the plan as of the valuation date for the following year, and 
	 
	"(2) the plan shall be treated as having a net experience loss under subsection (b)(2)(B)(iv) for the first plan year after the plan year in which such transfer occurs in an amount equal to the amount of such transfer (reduced by any amounts transferred back to the plan under section 420(c)(1)(B) of such Code), except that such subsection shall be applied to such amount by substituting '10 plan years' for '5 plan years'." 
	 
	(e) Notice Requirements. -- 
	 
	(1) In general. -- Section 101 of such Act (29 U.S.C. 1021) is amended by redesignating 
	subsection (e) as subsection (f) and by inserting after subsection (d) the following new 
	subsection: 
	 
	"(e) Notice of Transfer of Excess Pension Assets to Health Benefits Accounts. -- 
	 
	"(1) Notice to participants. -- Not later than 60 days before the date of a qualified transfer by an employee pension benefit plan of excess pension assets to a health benefits account, the administrator of the plan shall notify (in such manner as the Secretary may prescribe) each participant and beneficiary under the plan of such transfer. Such notice shall include information with respect to the amount of excess pension assets, the portion to be transferred, the amount of health benefits liabilities to be
	 
	"(2) Notice to secretaries, administrator, and employee organizations. -- 
	 
	"(A) In general. -- Not later than 60 days before the date of any qualified transfer by an 
	employee pension benefit plan of excess pension assets to a health benefits account, the 
	employer maintaining the plan from which the transfer is made shall provide the Secretary, the Secretary of the Treasury, the administrator, and each employee organization representing participants in the plan a written notice of such transfer. A copy of any such notice shall be available for inspection in the principal office of the administrator. 
	 
	"(B) Information relating to transfer. -- Such notice shall identify the plan from which the 
	transfer is made, the amount of the transfer, a detailed accounting of assets projected to be held by the plan immediately before and immediately after the transfer, and the current liabilities under the plan at the time of the transfer. 
	 
	"(C) Authority for additional reporting requirements. -- The Secretary may prescribe such 
	additional reporting requirements as may be necessary to carry out the purposes of this section. 
	 
	"(3) Definitions. -- For purposes of paragraph (1), any term used in such paragraph which is also used in section 420 of the Internal Revenue Code of 1986 (as in effect on January 1, 1991) shall have the same meaning as when used in such section." 
	 
	(2) Penalties. -- 
	 
	(A) Section 502(c)(1) of such Act (29 U.S.C. 1132(c)(1)) is amended by inserting "or section 101(e)(1)" after "section 606". 
	 
	(B) Section 502(c)(3) of such Act (29 U.S.C. 1132(c)(3)) is amended -- 
	 
	(i) by inserting "or who fails to meet the requirements of section 101(e)(2) with respect to any person" after "beneficiary" the first place it appears, and 
	 
	(ii) by inserting "or to such person" after "beneficiary" the second place it appears. 
	 
	(f) Effective Date. -- The amendments made by this section shall apply to qualified transfers under section 420 of the Internal Revenue Code of 1986 made after the date of the enactment of this Act. 
	 
	PART 3 -- PBGC PREMIUMS 
	 
	SEC. 3121. INCREASE IN PREMIUM RATES. 
	 
	(a) Increase in Basic Premium. -- 
	 
	(1) In general. -- Clause (i) of section 4006(a)(3)(A) of the Employee Retirement Income 
	Security Act of 1974 (29 U.S.C. 1306(a)(3)(A)) is amended by striking "for plan years beginning after December 31, 1987, an amount equal to the sum of $16" and inserting "for plan years beginning after December 31, 1990, an amount equal to the sum of $19". 
	 
	(2) Conforming amendment. -- Section 4006(c)(1)(A) of such Act (29 U.S.C. 1306(c)(1)(A)) is amended – 
	 
	(A) in clause (ii), by striking "and" at the end; 
	 
	(B) by adjusting the margination of clause (iii) so as to conform to the margination of clauses (i) and (ii); and 
	 
	(C) by adding at the end thereof the following new clause: 
	 
	"(iv) with respect to each plan year beginning after December 31, 1987, and before January 1, 1991, an amount equal to $16 for each individual who was a participant in such plan during the plan year, and". 
	 
	(b) Increase in Additional Premium. -- Section 4006(a)(3)(E) of such Act (29 U.S.C. 
	1306(a)(3)(E)) is amended -- 
	 
	(1) by striking "$6.00" in clause (ii) and inserting "$9.00", and 
	 
	(2) by striking "$34" in clause (iv)(I) and inserting "$53". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to plan years beginning after December 31, 1990. 
	 
	Subtitle C -- Labor Civil Penalties and Fines 
	 
	SEC. 3201. CIVIL PENALTIES AND FINES UNDER OCCUPATIONAL SAFETY AND HEALTH ACT OF 1970. 
	 
	(a) In General. -- Section 17 of the Occupational Safety and Health Act of 1970 (29 U.S.C. 666) is amended -- 
	 
	(1) in subsection (a), by striking out "$10,000 for each violation" and inserting in lieu thereof "$70,000 for each violation, but not less than $7,000 for each willful violation and not less than $1,000 for each repeated violation"; 
	 
	(2) in subsection (b), by striking out "$1,000 for each such violation" and inserting in lieu thereof "$7,000 for each such violation, but not less than $700 for each such violation"; 
	 
	(3) in subsection (c), by striking out "$1,000 for each such violation" and inserting in lieu thereof "$7,000 for each such violation, but not less than $700 for each such violation"; 
	 
	(4) in subsection (d), by striking out "$1,000" and inserting in lieu thereof "$7,000"; 
	 
	(5) in subsection (e) -- 
	 
	(A) by striking out "fine of not more than $10,000" and inserting in lieu thereof "fine in 
	accordance with section 3571 of title 18, United States Code,"; 
	 
	(B) by striking out "six months" and inserting in lieu thereof "10 years"; 
	 
	(C) by striking out "fine of not more than $20,000" and inserting in lieu thereof "fine in 
	accordance with section 3571 of title 18, United States Code,"; and 
	 
	[*H10140] (D) by striking out "one year" and inserting in lieu thereof "20 years"; 
	(6) in subsection (f), by striking out "fine of not more than $1,000 or by imprisonment for not more than six months," and inserting in lieu thereof "fine in accordance with section 3571 of title 18, United States Code, or by imprisonment for not more than 2 years,"; 
	 
	(7) in subsection (g), by striking out "fine of not more than $10,000, or by imprisonment for not more than six months," and inserting in lieu thereof "fine in accordance with section 3571 of title 18, United States Code, or by imprisonment for not more than 1 year,"; 
	 
	(8) by redesignating subsections (h) through (l) as subsections (i) through (m), respectively; 
	 
	(9) by inserting in lieu thereof after subsection (g) the following new subsection: 
	 
	"(h) If any employer willfully violates any standard, rule, or order promulgated pursuant to section 6 or any regulation prescribed pursuant to this Act and if that violation caused serious bodily injury to any employee but did not cause death to any employee, such employer shall, upon conviction, be punished by a fine in accordance with section 3571 of title 18, United States Code, or by imprisonment for not more than 5 years, or by both, except that if the conviction is for a violation committed after a f
	 
	(10) in subsection (j) (as redesignated), by striking out "$1,000" and inserting in lieu thereof "$7,000"; and 
	 
	(11) by adding at the end the following new subsections: 
	 
	"(n) If a penalty or fine is imposed on a director, officer, or agent of an employer under 
	subsection (e), (f), (g), or (h), such penalty or fine shall not be paid out of the assets of the 
	employer on behalf of that director, officer, or agent. 
	 
	"(o) Nothing in this Act shall preclude State and local law enforcement agencies from conducting criminal prosecutions in accordance with the laws of such State or locality.". 
	 
	(b) Definition. -- Section 3 of such Act (29 U.S.C. 652) is amended by adding at the end the following new paragraph: 
	 
	"(15) The term 'serious bodily injury' means bodily injury that involves -- 
	 
	"(A) a substantial risk of death; 
	 
	"(B) protracted unconsciousness; 
	 
	"(C) protracted and obvious physical disfigurement; or 
	 
	"(D) protracted loss or impairment of the function of a bodily member, organ, or mental 
	faculty.". 
	 
	SEC. 3202. CIVIL PENALTIES UNDER FEDERAL MINE SAFETY AND HEALTH ACT OF 1977. 
	 
	(a) Section 110(a). -- Section 110(a) of the Federal Mine Safety and Health Act of 1977 (30 U.S.C. 820(a)) is amended by striking out "$10,000 for each such violation" and inserting in lieu thereof "$50,000 for each such violation but not less than $1,000 for each such violation". 
	 
	(b) Section 110(b). -- Section 110(b) of the Federal Mine Safety and Health Act of 1977 (30 U.S.C. 820(b)) is amended -- 
	 
	(1) by striking out "1,000" and inserting in lieu thereof "$5,000", and 
	 
	(2) by inserting before the period the following: "but not less than $1,000 for each day during which such failure or violation continues". 
	 
	SEC. 3203. CIVIL PENALTIES UNDER CHILD LABOR PROVISIONS OF THE FAIR LABOR STANDARDS ACT OF 1938. 
	 
	Section 16(e) of the Fair Labor Standards Act of 1938 (29 U.S.C. 216(e)) is amended -- 
	 
	(1) by striking out "not to exceed $1,000 for each such violation" and inserting in lieu thereof "not to exceed $10,000 for each employee who was the subject of such a violation but not less than $1,000 for each employee who was the subject of such a violation", 
	 
	(2) by striking out "or any person who repeatedly or willfully violates section 6 or 7", 
	 
	(3) by inserting after the first sentence the following: "Any person who repeatedly or willfully violates section 6 or 7 shall be subject to a civil penalty of not to exceed $1,000 for each such violation.", 
	 
	(4) by striking out "such penalty" each place it occurs except after "appropriateness of" and insert in lieu thereof "any penalty under this subsection", and 
	 
	(5) by striking out ", sums collected" and all that follows in such section and inserting in lieu thereof a period and "Civil penalties collected under this subsection shall be deposited in the general fund of the Treasury.". 
	 
	SEC. 3205. CIVIL PENALTIES FOR CERTAIN UNFAIR LABOR PRACTICES. 
	 
	(a) Penalties. -- Section 10(b) of the National Labor Relations Act (29 U.S.C. 160(b)) is amended by inserting "(1)" after "(b)" and by adding at the end the following: 
	 
	"(2)(A) If a complaint is issued under paragraph (1) stating that a person has engaged in an unfair labor practice within the meaning of section 8(a)(3) or 8(b)(2), such person shall be subject to a civil penalty of not more than $10,000 for each employee who is the subject of such unfair labor practice and not less than $1,000 for each employee who is the subject of such unfair labor practice. 
	 
	"(B) If a complaint is issued under paragraph (1) stating that a person has engaged in an unfair labor practice within the meaning of section 8(a)(5) or 8(b)(3), such person shall be subject to a civil penalty of not more than $10,000 for each such unfair labor practice and not less than $1,000 for each such unfair labor practice. 
	 
	"(C) The General Counsel shall assess civil penalties under subparagraphs (A) and (B). In 
	determining the amount of a civil penalty, the General Counsel shall take into account the 
	nature, circumstances, extent, and gravity of the unfair labor practice with respect to which the civil penalties are to be assessed and, with respect to the person who engaged in such unfair labor practice, ability to pay, effect on ability to continue to do business, any history of prior such unfair labor practices, the degree of culpability, and such other matters as justice may require. 
	 
	"(D) An assessment of civil penalties under subparagraph (C) shall be reviewable in the hearing held under paragraph (1) on the complaint referred to in subparagraph (A) or (B). 
	 
	"(E) Civil penalties collected under subparagraphs (A) and (B) shall be deposited in the general fund of the Treasury.". 
	 
	(b) Conforming Amendments. -- 
	 
	(1) Section 3(d) of the National Labor Relations Act (29 U.S.C. 153(d)) is amended by inserting after "section 10" the following: "and the assessment of civil penalties under section 10(b)(2)". 
	 
	(2) The third sentence of section 10(c) of the National Labor Relations Act (29 U.S.C. 160(c)) is amended by inserting after "such unfair labor practice" the following: ", to pay any civil penalty assessed under subsection (b)(2)". 
	 
	Subtitle D -- Early Childhood Education and Development 
	 
	SEC. 3301. SHORT TITLE. 
	 
	This subtitle may be cited as the "Early Childhood Education and Development Act of 1990". 
	 
	SEC. 3302. PURPOSES. 
	 
	The purposes of this subtitle are -- 
	 
	(1) to build on and to strengthen the role of the family by seeking to ensure that parents are not forced by lack of available programs or financial resources to place a child in an unsafe or unhealthy child care facility or arrangement; 
	 
	(2) to promote the availability and diversity of quality child care services and early childhood development programs to expand child care options available to all families who need such services; 
	 
	(3) to assist States and Indian tribes to work with businesses to find innovative ways to provide employee child care services through the workplace; 
	 
	(4) to provide assistance to families whose financial resources are not sufficient to enable such families to pay the full cost of necessary child care services and early childhood development; 
	 
	(5) to lessen the chances that children will be left to fend for themselves for significant parts of the day; 
	 
	(6) to improve the productivity of parents in the labor force by lessening the stresses related to the absence of adequate child care services; 
	 
	(7) to provide assistance to States and Indian tribes to improve the quality of, and coordination among, child care programs and early childhood development programs; 
	 
	(8) to increase the opportunities for attracting and retaining qualified staff in the field of child care and early childhood development to provide high quality child care services to children; and 
	 
	(9) to strengthen the competitiveness of the United States by providing young children with a sound early childhood development experience. 
	 
	SEC. 3303. AUTHORIZATION OF APPROPRIATIONS. 
	 
	(a) In General. -- There are authorized to be appropriated for the purposes specified in 
	subsection (b) $1,300,000,000 for fiscal year 1991 and such sums as may be necessary for fiscal years 1992, 1993, 1994, and 1995. 
	 
	(b) Availability of Appropriations. -- Of the aggregate amount appropriated under subsection (a) for a fiscal year -- 
	 
	(1) 47 percent shall be available to provide developmentally appropriate child care services under the Head Start Act, as amended by part 1 of this subtitle; 
	 
	(2) 33 percent shall be available to carry out title VIII of the Elementary and Secondary 
	Education Act of 1965, as added by part 2 of this subtitle; and 
	 
	(3) 20 percent shall be available to carry out the Child Care Quality Improvement Act, as added by part 3 of this subtitle. 
	 
	PART 1 -- EXPANDED HEAD START 
	 
	SEC. 3311. DEFINITIONS. 
	 
	Section 637 of the Head Start Act (42 U.S.C. 9832) is amended by adding at the end the 
	following: 
	 
	"(4) The term 'full calendar year' means all days of the year other than Saturdays, Sundays, and legal public holidays. 
	 
	"(5) The term 'full-working-day' means at least 10 hours per day. 
	 
	"(6) The term 'lower living standard income level' means that income level (adjusted for 
	regional, metropolitan, urban, and rural differences and family size) determined annually by the Secretary of Labor and based on the most recent lower living [*H10141] family budget issued by the Secretary of Labor. 
	 
	"(7) The term 'sliding fee scale' means the sliding fee scale established and revised under section 658.". 
	 
	SEC. 3312. FINANCIAL ASSISTANCE FOR HEAD START PROGRAMS. 
	 
	Section 638 of the Head Start Act (42 U.S.C. 9833) is amended -- 
	 
	(1) in subsection (a) -- 
	 
	(A) by striking "and (2)" and inserting "(2)"; and 
	 
	(B) by inserting the following before the period at the end: "; and (3) may provide 
	developmentally appropriate child care services in accordance with this subchapter"; and 
	 
	(2) in subsection (b) by striking "subchapter E" and inserting "subchapter G". 
	 
	SEC. 3313. CONFORMING AMENDMENT. 
	 
	Section 639 of the Head Start Act (42 U.S.C. 9834) is amended by inserting "(other than the provisions relating to child care services referred to in section 638(a)(3))" after "subchapter". 
	 
	SEC. 3314. ALLOTMENT OF FUNDS. 
	 
	Section 640(a) of the Head Start Act (42 U.S.C. 9835(a)) is amended -- 
	 
	(1) in paragraph (1) by inserting "and the amount made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990" after "section 639"; 
	 
	(2) in paragraph (2) -- 
	 
	(A) in the matter preceding subparagraph (A) by inserting "under section 639" after 
	"appropriated"; 
	 
	(B) in the second sentence by inserting "under section 639" after "appropriation"; 
	 
	(C) in the last sentence by striking "such funds appropriated under this subchapter" and inserting "such funds reserved under this paragraph"; 
	 
	(D) by inserting before the last sentence the following: "The Secretary shall reserve 8 percent of the amount made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 for any fiscal year, for use in accordance with subparagraphs (A) and m(B)."; and 
	 
	(3) in paragraph (3) -- 
	 
	(A) by striking "The Secretary" and inserting "After reserving the amounts required by paragraph 
	 
	(2), the Secretary"; and 
	 
	(B) by striking "remaining 87 percent of the amounts appropriated" and inserting "remainder". 
	 
	SEC. 3315. FEDERAL SHARE. 
	 
	Section 640(b) of the Head Start Act (42 U.S.C. 9835(b)) is amended -- 
	 
	(1) in the first sentence by striking "Financial" and inserting "Except as provided in paragraph (2), financial"; 
	 
	(2) by inserting "(1)" after "(b)"; and 
	 
	(3) by adding at the end the following: 
	 
	"(2) Financial assistance extended under this subchapter to a Head Start agency, attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990, shall be 100 percent of the approved costs of the developmentally appropriate child care services for which such assistance is provided.". 
	 
	SEC. 3316. PARTICIPATION IN HEAD START PROGRAMS. 
	 
	(a) Child Care Services and Expanded Head Start Eligibility. -- Section 645(a) of the Head Start Act (42 U.S.C. 9840(a)) is amended -- 
	 
	(1) in the second sentence of paragraph (1) by striking "paragraph (2)" and inserting 
	"paragraphs (2) and (3)"; and 
	 
	(2) by adding at the end the following: 
	 
	"(3)(A) Funds allotted under section 640 that are attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 shall be expended only in accordance with this paragraph. 
	 
	"(B) Funds allotted under section 640 that are attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 may be expended to enable Head Start programs to provide developmentally appropriate child care services throughout the full calendar year to children who are eligible under paragraphs (1) and (2) to participate in, and are participating in, Head Start programs so that such children receive fullworking- day services if such child care servi
	 
	"(C) Subject to subparagraph (D) and subsection (b)(2), funds allotted under section 640 that are attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 may be expended to enable Head Start programs to provide throughout the full calendar year both Head Start services (other than services specified in section 638(a)(3)) and developmentally appropriate child care services to children – 
	 
	"(i) who are ineligible under paragraphs (1) and (2) to participate in Head Start programs; and 
	 
	"(ii) whose family income is greater than the poverty line but less than 125 percent of the 
	poverty line; so that such children receive full-working-day services if such services are provided to meet the needs of parents each of whom is working, or attending a job training or educational program. 
	 
	"(D)(i) For purposes of carrying out this paragraph, funds allotted under section 640 that are attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 may not be expended for a fiscal year for the purpose specified in subparagraph (C) unless developmentally appropriate child care services are provided under subparagraph (B) for such fiscal year to all children who are eligible to receive such services and whose parents request such services.
	 
	"(ii) For any fiscal year, an amount not to exceed 20 percent of the funds allotted under section 640 that are attributable to funds made available under section 3303(b)(1) of the Early Childhood Education and Development Act of 1990 may be expended for the purpose specified in subparagraph (C).". 
	 
	(b) Fees. -- Section 645(b) of the Head Start Act (42 U.S.C. 9840(b)) is amended -- 
	 
	(1) by inserting "(1)" after "(b)"; and 
	 
	(2) by adding at the end the following: 
	 
	"(2) Parents of children who receive Head Start services (including developmentally appropriate child care services) under the authority of subsection (a)(3)(C) shall pay a portion of the cost of such services, based on a sliding fee scale. Payments received under this paragraph shall be retained by Head Start agencies and shall be expended by such agencies only to carry out this subchapter.". 
	 
	SEC. 3317. ESTABLISHMENT AND REVISION OF SLIDING FEE SCALE. 
	 
	The Head Start Act (42 U.S.C. 9831-9852) is amended by adding at the end the following: 
	 
	"establishment and revision of sliding fee scale 
	 
	"Sec. 658. The Secretary shall establish and periodically revise, by rule, a sliding fee scale that provides for cost sharing between the Federal Government (acting indirectly through Head Start agencies) and the families that receive services for which assistance is provided under the amendments to this Act made by Early Childhood Education and Development Act of 1990. Such fee scale shall be based on the services provided to, and the income of the families (adjusted for family size and extraordinary medic
	 
	SEC. 3318. TECHNICAL AMENDMENT. 
	 
	Section 652(b) of the Head Start Act (42 U.S.C. 9847(b)) is amended by inserting "For All Urban Consumers" after "Consumer Price Index". 
	 
	PART 2 -- EARLY CHILDHOOD DEVELOPMENT AND SCHOOL-RELATED CHILD CARE 
	 
	SEC. 3321. GRANTS FOR STATE AND LOCAL PROGRAMS. 
	 
	The Elementary and Secondary Education Act of 1965 is amended -- 
	 
	(1) by redesignating title X as title IX; 
	 
	(2) by redesignating sections 8001 through 8005 as sections 9001 through 9005, respectively; and 
	 
	(3) by inserting before title IX (as redesignated by paragraph (1)) the following new title: 
	 
	"TITLE VIII -- EARLY CHILDHOOD DEVELOPMENT AND SCHOOL-RELATED CHILD CARE 
	 
	"SEC. 8001. PROGRAM AUTHORIZED. 
	 
	"(a) General Authority. -- The Secretary shall make grants to eligible States to assist in the expansion or establishment of before- and after-school child care or early childhood development programs that offer services that –  
	 
	"(1) are intended to provide an environment which enhances the educational, social, cultural, emotional, and recreational development of children; and 
	 
	"(2) in the case of before- and after-school child care -- 
	 
	"(A) are provided Monday through Friday, including school holidays and vacation periods other than legal public holidays, to children attending half-day early childhood development programs, kindergarten, or elementary or secondary school classes during such times of the day and on such days that regular instructional services are not in session; and 
	 
	"(B) are not intended to extend or replace the regular academic program. 
	 
	"(b) Availability of Appropriations. -- Amounts shall be available to carry out this title as provided in section 3303(b)(2) of the Early Childhood Education and Development Act of 1990. 
	 
	"SEC. 8002. AMOUNTS OF GRANTS. 
	 
	"(a) Grants for Territories. -- 
	 
	"(1) The Secretary shall reserve 1 percent of the amount made available for purposes of carrying out this title in each fiscal year for payments to -- 
	 
	"(A) Guam, American Samoa, the Virgin Islands, the Commonwealth of the Northern Mariana Islands, and the Trust Territory of the Pacific Islands according to their respective needs for grants under this title; and 
	 
	"(B) the Secretary of the Interior in the amount necessary -- 
	 
	"(i) to make payments to local educational agencies, upon such terms as the Secretary 
	determines will best carry out the purposes of this title with respect to out-of-State [*H10142] Indian children in the elementary and secondary schools of such agencies under special contracts with the Department of the Interior, in amounts determined by the Secretary in accordance with the provisions of section 1005(d)(1); and 
	 
	"(ii) to meet the needs of Indian children on reservations serviced by elementary and secondary schools for Indian children operated with Federal assistance or operated by the Department of the Interior, pursuant to an agreement between the Secretary and the Secretary of the Interior made in accordance with the provisions of section 1005(d)(2). 
	 
	"(2) The grant which a local educational agency in Guam, American Samoa, the Virgin Islands, the Commonwealth of the Northern Mariana Islands, and the Trust Territory of the Pacific Islands is eligible to receive shall be determined pursuant to such criteria as the Secretary determines will best carry out the purposes of this title. 
	 
	"(b) Grants for Local Educational Agencies and the Commonwealth of Puerto Rico. -- 
	 
	"(1)(A) In each fiscal year, the Secretary shall determine which local educational agencies in a State are eligible to receive a grant under subparagraph (B) and the amount of the grant each such local educational agency is eligible to receive in accordance with the provisions of subsections (a) through (c) of section 1005, section 1403(b), and subparagraph (B). 
	 
	"(B) Except as provided in paragraph (2), and subject to the availability of appropriations, in any fiscal year a local educational agency shall receive a grant under this subsection only if the amount of the grant which such local educational agency is eligible to receive, as determined under subsections (a) through (c) of section 1005 and section 1403(b) -- 
	 
	"(i) is not less than $15,000; or 
	 
	"(ii) is not less than $5,000, in the case of a local educational agency which has under its 
	jurisdiction children at least 30 percent of whom are eligible to be counted under section 
	1005(c). 
	 
	"(2)(A) In each fiscal year, amounts remaining from amounts appropriated for the purpose of making grants under this title after carrying out subsection (a) and paragraph (1) shall be allocated to the States for the purpose of making grants to local educational agencies that did not receive a grant under paragraph (1) for such fiscal year. Each State shall receive under this paragraph an amount that bears the same relationship to such remaining amounts as the amount received by all local educational agencie
	 
	"(B) Subject to subparagraphs (C) and (D), in each fiscal year each State shall, from amounts made available to it under this paragraph, make grants to local educational agencies that did not receive a grant under paragraph (1) for such fiscal year, for the purposes specified in section 8001. 
	 
	"(C) Each State shall give priority for grants under subparagraph (B) to local educational 
	agencies – 
	 
	"(i) that have under their jurisdiction the greatest concentrations of children whose families have very low income; 
	 
	"(ii) that will use amounts made available under the grant to supplement, not supplant, non- Federal funds being used before the grant is received for the purposes for which the grant is provided; and 
	 
	"(iii) that are located in areas in greatest need of child care and early childhood development services, taking into consideration the needs and resources assessment conducted under section 659F of Public Law 97-35. 
	 
	"(D) The State may not make a grant under this paragraph for an amount that is less than 
	$5,000. 
	 
	"(3) For purposes of determining the amount that a local educational agency in a State would be eligible to receive under this title, the Secretary shall include children aged 4 in the count conducted under section 1005(c). 
	 
	"(4) For purposes of this subsection, the term 'State' does not include Guam, American Samoa, the Virgin Islands, the Commonwealth of the Northern Mariana Islands, and the Trust Territory of the PacificIslands. 
	 
	"(c) Limitation. -- Notwithstanding the provisions of this section, the amount paid to any State under this title for any fiscal year shall not exceed 150 percent of -- 
	 
	"(1) the amount received by such State under this title in the preceding fiscal year; or 
	 
	"(2) an amount that bears the same relationship to the amount made available to carry out this title as the amount received by all local educational agencies in such State under chapter 1 of title I in the preceding fiscal year bears to the amount made available to carry out such chapter in such fiscal year. 
	 
	"SEC. 8003. LOCAL PROGRAM REQUIREMENTS. 
	 
	"(a) Application. -- A local educational agency that desires to receive funds under this title shall submit an application to the State that includes a 2-year plan describing how the local educational agency will use such funds to carry out the purposes of this title. 
	 
	"(b) Use of Funds. -- Each local educational agency that receives funds under this title shall use such funds to expand, establish, or operate an early childhood development program or beforeand after-school child care program, or both, in accordance with the application and plan approved by the State. Each such program shall meet the following requirements: 
	 
	"(1)(A) An early childhood development program shall be provided at the costs described in subparagraph (C) for children described in subparagraph (B). 
	 
	"(B) Children described in this subparagraph are children from families -- 
	 
	"(i) within the area served by the local educational agency; and 
	 
	"(ii) in which the parent or parents work or are in education or training programs. 
	 
	"(C) The program described in subparagraph (A) -- 
	 
	"(i) shall be provided at no cost for 4-year-old children from families within the area served by the local educational agency with income of not more than 100 percent of the poverty level (to the extent such services are not available under the Head Start Act); and 
	 
	"(ii) may be provided, from not more than 25 percent of the funds provided under this title that will be used to provide such program -- 
	 
	"(I) on a sliding fee scale for 4-year-old children from families within the area served by the local educational agency with income of more than 100 percent of the poverty level but not more than 160 percent of the lower living standard income level; and 
	 
	"(II) on a full-fee basis for children from families within the area served by the local educational agency with income of more than 160 percent of the lower living standard income level. 
	 
	"(2) At the option of the local educational agency, an early childhood development program may be provided for 3-year-old children under the terms described in paragraph (1). 
	 
	"(3)(A) A before- and after-school child care program shall provide such care at the costs 
	described in subparagraph (C) for children described in subparagraph (B). Such program shall consist of services that -- 
	 
	"(i) are provided during such times of the day when regular instructional services are not in session; and 
	 
	"(ii) are not intended as an extension of or replacement for the regular academic program, but are intended to provide an environment that enhances the social, educational, cultural, 
	emotional, and recreational development of school-age children. 
	 
	"(B) Children described in this subparagraph are children from families within the area served by the local educational agency and in which -- 
	 
	"(i) the parent or parents work or are in education or training programs; and 
	 
	"(ii) the children are attending early childhood development programs, kindergarten, or 
	elementary or secondary school classes. 
	 
	"(C) The care described in subparagraph (A) -- 
	 
	"(i) shall be provided at no cost for children from families within the area served by the local educational agency with income of not more than 100 percent of the poverty level; and 
	 
	"(ii) may be provided, from not more than 25 percent of the funds provided under this title that will be used to provide such care -- 
	 
	"(I) on a sliding fee scale for children from families within the area served by the local 
	educational agency with income of more than 100 percent of the poverty level but not more than 160 percent of the lower living standard income level; and 
	 
	"(II) on a full-fee basis for children from families within the area served by the local educational agency with income of more than 160 percent of the lower living standard income level. 
	 
	"(4)(A) Services shall be available during the full working day for 4-year-olds (and for 3-yearolds, where offered). Such services may only include an early childhood development program or before- and after-school care, or both. 
	 
	"(B) Before- and after-school care shall be available for the calendar year, Monday through Friday, excluding legal public holidays. 
	 
	"(5) The local educational agency shall provide for the inclusion in each program of eligible children enrolled in private early childhood development programs and in private kindergarten and elementary and secondary schools in accordance with the provisions of chapter 1 of title I relating to the participation of children enrolled in private schools. 
	 
	"(6) Each early childhood development program shall be in compliance with -- 
	 
	"(A) applicable State regulatory standards for health and safety; and 
	 
	"(B) applicable State standards for program quality. 
	 
	[*H10143] "(7) With respect to early childhood development programs, norm-referenced and criterion-referenced standardized tests shall not be administered. 
	 
	"(8) With respect to before- and after-school child care programs -- 
	 
	"(A) each such program provided shall be developmentally appropriate and meet the diverse recreational, social, emotional, cultural, and educational needs of school-aged children; and 
	 
	"(B) each such program shall be in compliance with -- 
	 
	"(i) applicable State regulatory standards for health and safety; and 
	 
	"(ii) applicable State standards for program quality. 
	 
	"(9) A smooth transition of children shall be encouraged -- 
	 
	"(A) from early childhood development programs to kindergarten; and 
	 
	"(B) from kindergarten to grade 1. 
	 
	"(10) Services shall include -- 
	 
	"(A) adequate and nutritious meals and snacks; 
	 
	"(B) if practicable, social services; and 
	 
	"(C) in the case of early childhood development programs -- 
	 
	"(i) coordination of such health and nutrition services as are available from other agencies for children in such programs; and 
	 
	"(ii) referrals to health and social services for which an enrolled child and the family of such child are eligible under Federal, State, or local law. 
	 
	"(11) Information, programs, and activities for parents shall be provided, to the extent 
	practicable, in a language and form the parents understand. 
	 
	"(c) Fees. -- Payments received by local educational agencies from parents of children who receive early childhood development services under the authority of subsection (b)(1)(C)(ii) or before- and after-school child care services under the authority of subsection (b)(3)(C)(ii) shall be retained by such agencies and shall be expended by such agencies only to carry out this title. 
	 
	"(d) Coordination with Existing Providers. -- Each local educational agency that receives funds under this title shall coordinate the program carried out with such funds with other public entities and private nonprofit community-based organizations that provide before- and after-school child care and early childhood development programs in the area served by the local educational agency, including entities and organizations that provide programs with assistance received under section 619 of the Education of
	 
	"(e) Contracting Authority. – 
	 
	"(1) A local educational agency may provide a before- and after-school child care program or early childhood development program in accordance with the provisions of this title through grants to or contracts with other public entities and eligible private nonprofit community-based organizations that provide before- and after-school child care programs or early childhood development programs, as appropriate. In making a grant or entering into a contract under the authority of the preceding sentence, a local 
	 
	"(2) To be eligible for a grant or contract under this subsection, a private nonprofit community based organization shall provide assurances that -- 
	 
	"(A) the organization is able to and willing to enroll in the program, or has a history of enrolling, racially, ethnically, linguistically, and economically diverse children and children with disabilities; 
	 
	"(B) the organization will ensure that the program is in compliance with section 654 of the Head Start Act; and 
	 
	"(C) the organization will comply with other reasonable requirements established by the local educational agency consistent with the purposes of this title. 
	 
	"(3) Title IX of the Education Amendments of 1972 shall apply to any program or activity provided with assistance under this title to the same extent and in the same manner as any program or activity included within the meaning of such term under such title IX. References in this title to section 654 of the Head Start Act shall be construed so as to be consistent with such title IX. 
	 
	"SEC. 8004. STATE PROGRAM REQUIREMENTS. 
	 
	"(a) State Educational Agency Assurances. -- In order for a State to participate under this title, the State shall submit to the Secretary, through its State educational agency, assurances that the State educational agency -- 
	 
	 "(1) will meet the requirements in paragraphs (2) and (5) of section 435 of the General 
	Education Provisions Act, relating to fiscal control and fund accounting procedures; 
	"(2) will establish, before the expiration of the 3-year period beginning on the date of the 
	enactment of the Early Childhood Education and Development Act of 1990 -- 
	 
	"(A) standards for early childhood development programs for which funds are received under this title, which shall include standards relating to -- 
	 
	"(i) group size limits in terms of the number of staff members and the number and ages of 
	children; 
	 
	"(ii) the maximum appropriate child-staff ratios; 
	 
	"(iii) qualifications and background of staff members; 
	 
	"(iv) health, nutrition, and safety requirements for children and staff members; and 
	 
	"(v) parental involvement; and 
	 
	"(B) standards for before- and after-school child care programs for which funds are received under this title, which shall include standards relating to -- 
	 
	"(i) inservice training for staff members; 
	 
	"(ii) health, nutrition, and safety requirements for children and staff members; and 
	 
	"(iii) parental involvement; 
	 
	"(3) will ensure that its local educational agencies and State agencies receiving funds under this title comply with any applicable statutory and regulatory provisions pertaining to this title; and 
	 
	"(4) will require any local educational agency that desires to receive assistance under this title to submit an application for such assistance that includes a 2-year plan describing how the local educational agency will carry out the objectives of this title. 
	 
	"(b) Limitation on State Program Costs. -- The State educational agency may, from the amounts paid to it pursuant to section 8006, use not more than 3 percent of such amounts for costs of administration related to carrying out this title. 
	 
	"SEC. 8005. ESTABLISHMENT AND REVISION OF SLIDING FEE SCALE. 
	 
	"The State shall establish and periodically revise, by rule, a sliding fee scale that provides for cost sharing between the Federal Government (acting indirectly through the State and local educational agencies) and the families that receive child care or early childhood development services for which assistance is provided under this title. Such fee scale shall be based on the services provided to, and the income of the families (adjusted for family size and extraordinary medical expenses paid by the famil
	 
	"SEC. 8006. PAYMENTS TO STATES. 
	 
	"The Secretary shall pay to each State on a timely basis, in advance or otherwise, the amount which it and the local educational agencies of such State are eligible to receive under this title. 
	 
	"SEC. 8007. PAYMENTS TO LOCAL EDUCATIONAL AGENCIES. 
	 
	"Each State educational agency shall distribute not less than 97 percent of the amounts paid to it pursuant to section 8006 to the local educational agencies of the State which are eligible to receive grants under this title and which have applications and plans approved by the State. 
	 
	"SEC. 8008. DEFINITIONS. 
	 
	"For purposes of this title: 
	 
	"(1) The term 'community-based organization' means an organization that -- 
	 
	"(A) is representative of the community or significant segments of the community; and 
	 
	"(B) provides child care, preschool programs, or early childhood development programs. 
	 
	"(2) The term 'early childhood development program' means a program to provide educational services that are appropriate for the child's age and all areas of the individual child's development, including physical, emotional, social, cultural, cognitive, and communication, and including services appropriate to meet the needs of children with disabilities. 
	 
	"(3) The term 'full working day' means at least 10 hours per day. 
	 
	"(4) The term 'lower living standard income level' means that income level (adjusted for 
	regional, metropolitan, urban, and rural differences and family size) determined annually by the Secretary of Labor and based on the most recent lower living family budget issued by the Secretary of Labor. 
	 
	"(5) The term 'poverty level' means the criteria of poverty used by the Bureau of the Census in compiling the most recent decennial census for a family of 4 in such form as those criteria have been updated by increases in the Consumer Price Index For All Urban Consumers. 
	 
	 
	"(6) The term 'sliding fee scale' means the sliding fee scale established and revised under section 8005.". 
	 
	SEC. 3322. TECHNICAL AMENDMENT. 
	 
	The first sentence of section 1005(c)(2)(B) of the Elementary and Secondary Education Act of 1965 (20 U.S.C. 2711(c)(2)(B)) is amended by inserting after "Consumer Price Index" the following: "For All Urban Consumers". 
	 
	PART 3 -- CHILD CARE QUALITY IMPROVEMENT 
	 
	SEC. 3331. QUALITY IMPROVEMENT. 
	 
	Chapter 8 of subtitle A of title VI of Public Law 97-35 (42 U.S.C. 9871-9877) is amended -- 
	 
	(1) by redesignating subchapters C, D, and E, as subchapters D, E, and F, respectively; and 
	 
	(2) by inserting after subchapter B the following: 
	 
	"SUBCHAPTER C -- CHILD CARE QUALITY IMPROVEMENT 
	 
	"SEC. 658A. SHORT TITLE. 
	 
	"This subchapter may be cited as the 'Child Care Quality Improvement Act'. 
	 
	[*H10144] "SEC. 658B. AUTHORITY TO PROVIDE FINANCIAL ASSISTANCE. 
	 
	"The Secretary may provide financial assistance to eligible States, and to Indian tribes and tribal organizations, to carry out this subchapter. 
	 
	"SEC. 658C. AMOUNTS RESERVED; ALLOTMENTS. 
	 
	"(a) Amounts Reserved. -- 
	 
	"(1) Territories and possessions. -- The Secretary shall reserve not to exceed one half of 1 
	percent of the amount made available under section 3303(b)(3) of the Early Childhood Education and Development Act of 1990 in each fiscal year for payments to Guam, American Samoa, the Virgin Islands of the United States, the Commonwealth of the Northern Mariana Islands, the Republic of the Marshall Islands, the Federated States of Micronesia, and Palau, to be allotted in accordance with their respective needs. 
	 
	"(2) Indians. -- The Secretary shall reserve an amount, not less than 1.5 percent and not more than 3 percent of the amount made available under section 3303(b)(3) of the Early Childhood Education and Development of 1990 in each fiscal year, to carry out subsection (c) regarding Indian children. 
	 
	"(b) State Allotment. -- 
	 
	"(1) General rule. -- From the remainder of the amount made available under section 3303(b)(3) of the Early Childhood Education and Development Act of 1990 for each fiscal year, the Secretary shall allot to each State (excluding jurisdictions referred to in subsection (a)(1)) an amount equal to the sum of the following: 
	 
	"(A) Fifty percent of the amount that bears the same ratio to such remainder as the product of the young child factor of the State and the allotment factor bears to the sum of the corresponding products for all States. 
	 
	"(B) Fifty percent of the amount that bears the same ratio to such remainder as the product of the school lunch factor of the State and the allotment factor bears to the sum of the corresponding products for all the States. 
	 
	"(2) Limitations. -- If a sum determined under paragraph (1) -- 
	 
	"(A) exceeds 1.2, then the allotment factor of that State shall be considered to be 1.2; and 
	 
	"(B) is less than 0.8, then the allotment percentage of the State shall be considered to be 0.8. 
	 
	"(3) Determination of allotment factor. -- 
	 
	"(A) In general. -- The allotment factor for a State means -- 
	 
	"(i) the per capita income of all individuals in the United States; divided by 
	 
	"(ii) the per capita income of all individuals in the State. 
	 
	"(B) Per capita income. -- For purposes of subparagraph (A), per capita income shall be -- 
	 
	"(i) determined at 4-year intervals; 
	 
	"(ii) applied for the 4-year period beginning on October 1 of the first fiscal year beginning on the date such determination is made; and 
	 
	"(iii) equal to the average of the annual per capita incomes for the most recent period of 3 
	consecutive years for which satisfactory data are available from the Department of Commerce at the time such determination is made. 
	 
	"(c) Payments for the Benefit of Indian Children. -- 
	"(1) Indian tribes and tribal organizations. -- From the funds reserved under subsection (a)(2), the Secretary may, upon the application of an Indian tribe or tribal organization, enter into a contract with or make a grant to such Indian tribe or tribal organization for a period of 2 years, subject to satisfactory performance, to plan and carry out programs and activities that are consistent with this subchapter. Such contract or grant shall be subject to the terms and conditions of section 102 of the India
	 
	"(2) Indian reservations. -- In the case of an Indian tribe in a State other than the States of 
	Oklahoma, Alaska, and California, such programs and activities shall be carried out on the Indian reservation for the benefit of Indian children. 
	 
	"(d) Reallotments. -- 
	 
	"(1) In general. -- Any portion of the allotment under subsection (b) to a State that the 
	Secretary determines is not required to carry out a State plan approved under section 658E, in the period for which the allotment is made available, shall be reallotted by the Secretary to other States in proportion to the original allotments to the other States. 
	 
	"(2) Limitations. -- (A) The amount of any reallotment to which a State is entitled to under paragraph (1) shall be reduced to the extent that it exceeds the amount that the Secretary estimates will be used in the State to carry out a State plan approved under section 658E. 
	 
	"(B) The amount of such reduction shall be similarly reallotted among States for which no reduction in an allotment or reallotment is required by this subsection. 
	 
	"(3) Amounts reallotted. -- For purposes of any other section of this subchapter, any amount reallotted to a State under this subsection shall be deemed to be part of the allotment made under subsection (b) to the State. 
	 
	"(e) Definition. -- For the purposes of this section, the term 'State' means any of the several States, the District of Columbia, or the Commonwealth of Puerto Rico. 
	 
	"SEC. 658D. LEAD AGENCY. 
	 
	"The chief executive officer of a State that desires to receive funds under this subchapter shall designate, in an application submitted to the Secretary under section 658E(a), a State agency to act as the lead agency to perform administrative functions to carry out this subchapter. The State agency so designated shall be the State agency that has primary responsibility for child care in the State. 
	 
	"SEC. 658E. APPLICATION AND PLAN. 
	 
	"(a) Application. -- To be eligible to receive funds under this subchapter, a State shall submit an application to the Secretary at such time, in such manner, and containing such information as the Secretary may require by rule. 
	 
	"(b) Plan. -- (1) The application of a State submitted under subsection (a) shall include an 
	assurance that the State will comply with the requirements of this subchapter and a State plan that is designed to be implemented during a 5-year period and that meets the requirements of subsection(c). 
	 
	"(2) A State that receives funds for this subchapter after the expiration of the three-year period beginning on the date of enactment of this subchapter shall have in effect minimum child care standards that apply to child care services provided in the State by child care providers that receive public financial assistance and that are required to be licensed and regulated by the State. The standards shall consist of the following: 
	 
	"(A) Center-based child care services. -- Such standards submitted with respect to child care services provided by center-based child care providers shall be limited to -- 
	 
	"(i) group size limits in terms of the number of caregivers and the number and ages of children; 
	 
	"(ii) the maximum appropriate child-staff rations; 
	 
	"(iii) qualifications and background of child care personnel; 
	 
	"(iv) health, nutrition, and safety requirements for children and caregivers; and 
	 
	"(v) parental involvement in licensed and regulated child care services. 
	 
	"(B) Family child care services. -- Such standards submitted with respect to child care services provided by family child care providers shall be limited to -- 
	 
	"(i) the maximum number of children for which child care services may be provided and the total number of infants for which child care services may be provided; 
	 
	"(ii) the minimum age for caregivers; and 
	 
	"(iii) health, nutrition, and safety requirements for children and caregivers. 
	 
	"(C) Group home child care services. -- Such standards submitted with respect to child care services provided by group home child care providers shall be limited to the matters specified in subparagraphs (A) and (B). 
	 
	"(c) Requirements of the Plan. -- 
	 
	"(1) Lead agency. -- (A) The plan shall identify the lead agency designated in accordance with section 658D and contain assurances that -- 
	 
	"(i) funds received under this subchapter by the State will be administered by the lead agency; and 
	 
	"(ii) the lead agency will comply with the requirements of subparagraph (B). 
	 
	"(B)(i) The lead agency shall review the law applicable to, and the licensing requirements and the policies of, each licensing agency that regulates child care services and programs in the State unless the State has reviewed such law, requirements, and policies in the 3-year period ending on the date of the enactment of the Early Childhood Education and Development Act of 1990. 
	 
	"(ii) Not later than 18 months after the date of the enactment of the Early Childhood Education and Development Act of 1990, the lead agency shall prepare and submit a report to the chief executive officer of the State. Such report shall contain -- 
	 
	"(I) a statement of the findings and recommendations that result from the review carried out under clause (i), including a description of the current status, and recommendations for improvement, of child care licensing, regulating, monitoring, and enforcement in the State; and 
	 
	"(II) recommendations regarding standards that should apply to local educational agencies that receive funds under title VIII of the Elementary and Secondary Education Act of 1965 to provide child care services. 
	 
	"(2) Activities to improve the quality of child care. -- The plan shall provide that the State shall use funds received under this subchapter to do 1 or more of the following: 
	 
	"(A) Provide financial assistance to establish or expand local resource and referral programs under section 658F. 
	 
	"(B) Improve the quality of child care services and early childhood development programs in the State by providing training in accordance with the requirements of section 658G. 
	 
	"(C) Improve the quality of child care services by improving the monitoring of compliance with, and enforcement of, the licensing and regulatory requirements (including registration requirements) of the State. 
	 
	"(D) Improve salaries and other compensation paid to full- and part-time staff who provide child care services – 
	 
	[*H10145] "(i) for which assistance is provided under the Head Start Act or title VIII of the Elementary and Secondary Education Act of 1965; and 
	 
	"(ii) to the extent practicable, in other major Federal and State child care programs, except programs conducted pursuant to part A of title IV of the Social Security Act; 
	to the extent that such salaries and other compensation are inadequate. 
	 
	"(3) Other allowable activities. -- The plan shall provide that the State may use not more than 5 percent of the funds received under this subchapter to do 1 or more of the following: 
	 
	"(i) Make low-interest loans to eligible child care providers that are nonprofit child care providers and family child care providers to make renovations and improvements in existing facilities to be used to carry out child care programs. 
	 
	"(ii) Make grants or low-interest loans to child care providers to assist such providers to meet Federal, State, and local child care standards, giving priority to such providers that serve children of families that have very low income. 
	 
	"(iii) Make grants to local public libraries (and elementary and secondary school libraries, as appropriate) to improve the quality of early childhood learning resources and to expand the availability of such resources to eligible child care providers (particularly family child care providers) that provide child care services to preschool children, and to the preschool children and their families served by such providers. 
	 
	"(iv) If funds are not appropriated to carry out title V of the Early Childhood Education and Development Act of 1990 in a fiscal year, make grants in such fiscal year to businesses for the purpose, and under the terms and conditions, specified in such title. 
	Amounts (including interest) received by the State for the repayment of loans made under this paragraph shall be used by the State to carry out this subchapter. 
	 
	"(4) Enforcement of licensing and other regulatory requirements (including registration 
	requirements). -- The plan shall provide that the State, not later than 3 years after the date of enactment of the Early Childhood Education and Development Act of 1990, shall have in effect enforcement policies and practices that will be applicable to all licensed or regulated child care providers (including child care providers required to register) in the State, including policies and practices that -- 
	 
	"(A) require personnel who perform inspection functions with respect to licensed or regulated child care services to receive training in child development, health and safety, child abuse prevention and detection, the needs of children with a disability, program management, and relevant law enforcement; 
	 
	"(B) impose personnel requirements to ensure that individuals who are hired as licensing 
	inspectors are qualified to inspect and, to the maximum extent feasible, have inspection 
	responsibility exclusively for children's services; 
	 
	"(C) require -- 
	"(i) personnel who perform inspection functions with respect to licensed or regulated child care services to make not less than 1 unannounced inspection of each center-based child care provider in the State annually; 
	 
	"(ii) personnel who perform inspection functions with respect to licensed or regulated child care services to make unannounced inspections periodically, and during normal hours of operation, of licensed and regulated family child care providers in the State; and 
	 
	"(D) require the ratio of licensing personnel to child care providers in the State to be maintained at a level sufficient to enable the State to conduct inspections of child care facilities and providers on a timely basis and otherwise to comply with the enforcement requirements of this section; 
	 
	"(E) require licensed or regulated child care providers (including registered child care providers) in the State -- 
	 
	"(i) to have written policies and program goals and to make a copy of such policies and goals available to parents; and 
	 
	"(ii) to provide parents with unlimited access to their children whenever children of such parents are in the care of such providers; 
	 
	"(F) implement a procedure to address complaints of parents and child care providers; 
	 
	"(G) prohibit the operator of a child care facility to take any action against an employee of such operator that would adversely affect the employment, or terms or conditions of employment, of such employee because such employee communicates a failure of such operator to comply with any applicable licensing or regulatory requirement; 
	 
	"(H) make consumer education information available to inform parents and the general public about licensing requirements, complaint procedures, and policies and practices required by this paragraph; 
	 
	"(I) require a child care provider to post, on the premises where child care services are provided, the telephone number of the appropriate licensing or regulatory agency that parents may call regarding a failure of such provider to comply with any applicable licensing or regulatory requirement; and 
	 
	"(J) require the State to maintain a record of parental complaints and to make information 
	regarding substantiated parental complaints available to the public on request. 
	 
	"(5) Limitation on administrative expenses. -- The plan shall provide that not more than 2 
	percent of the funds received under this subchapter will be used to pay administrative costs incurred by the lead agency to carry out this subchapter. 
	 
	"(6) Report. -- The plan shall provide that not later than December 31, 1992, and at 2-year intervals thereafter, the State will submit to the Secretary a report -- 
	 
	"(A) specifying -- 
	 
	"(i) the uses for which the State expended under paragraph (2) funds received by the State; and 
	 
	"(ii) with respect to each use specified under clause (i), the amount of such funds expended; 
	 
	"(B) stating the reasons supporting the selection of each such use and the amount of such funds expended for each such use; 
	 
	"(C) identifying the extent to which other resources of the State were expended for each of the activities described in subparagraphs (A) through (D) of such paragraph; and 
	 
	"(D) containing data designed to show -- 
	 
	"(i) how the child care needs of families in the State are being fulfilled, including information on -- 
	 
	"(I) the number of children being assisted with funds provided under this subchapter, and under other State and Federal child care programs, except programs conducted pursuant to part A of title IV of the Social Security Act; 
	 
	"(II) the type and number of child care programs, child care providers, caregivers, and support personnel located in the State; and 
	 
	"(III) salaries and other compensation paid to full- and part-time staff who provide child care services; and 
	 
	"(ii) the extent to which the availability of child care services has increased; 
	during the 2-year period for which such report is required to be submitted. 
	 
	"SEC. 658F. RESOURCE AND REFERRAL PROGRAMS. 
	 
	"(a) Recognition. -- Each State that desires to provide assistance under subsection (b) shall recognize a community-based organization, a public organization, a unit of general purpose local government, or a public agency that represents a combination of units of general purpose local government as the resource and referral agency for a particular geographical area in the State. 
	 
	"(b) Funding. -- Each State that receives funds under this subchapter for a fiscal year may 
	provide assistance, in such fiscal year, to the organizations recognized under subsection (a) to enable such organizations to carry out resource and referral programs -- 
	"(1) to identify existing child care services; 
	 
	"(2) to provide to interested parents information and referral regarding such services; 
	 
	"(3) to provide or arrange for the provision of information and training to existing and potential child care providers and to others (including businesses) concerned with the availability of child care services; and 
	 
	"(4) to provide information on the demand for and supply of child care services located in a community. 
	 
	"(c) Requirements. -- To be eligible for recognition as a resource and referral agency for a designated geographical area in a State, an organization shall -- 
	 
	"(1) have or acquire a database of information on child care services in the geographical area that the organization continually updates, including child care services provided in centers, nursery schools, and family child care settings; 
	 
	"(2) have the capability to provide resource and referral services in the designated geographical area; 
	 
	"(3) be able to respond in a timely fashion to requests for information or assistance; 
	 
	"(4) be a public agency, or a community-based organization, located in the geographical area to be served; and 
	 
	"(5) be able to provide parents with a checklist to identify quality child care services. 
	 
	"(d) Duty. -- An organization recognized under subsection (a) as a resource and referral agency shall gather, update, and provide information concerning child care services available from eligible child care providers in the geographical area served by such organization. 
	 
	"(e) Limitation on Information. -- An organization recognized under subsection (a) as a resource and referral agency shall not provide information concerning any child care program or services which are not licensed or regulated, and not exempted from licensing and regulation, by the State. 
	 
	"SEC. 658G. TRAINING AND RELATED ACTIVITIES. 
	 
	"(a) Grants and Contracts for Training. -- A State may make grants to and enter into contracts with public agencies, nonprofit organizations, and institutions of higher education to develop and carry out child care training programs under which preservice and continuing inservice training is provided to -- 
	 
	"(1) staff who provide child care services for which assistance is provided under the Head Start Act or title VIII of the Elementary and Secondary Education Act of 1965; and 
	 
	"(2) staff of eligible child care providers and staff of resource and referral programs [*H10146] involved in providing child care services in the State. 
	 
	"(b) Training and Other Activities Relating to Family Child Care Enhancement. -- 
	 
	"(1) Authority to make grants and contracts. -- A State may make grants to and enter into 
	contracts with public agencies and nonprofit organizations (including resource and referral organizations, child care food program sponsors, and family child care associations) to enable such organizations to develop and carry out child care training programs under which preservice and inservice training is provided to eligible child care providers that are family child care providers. 
	 
	"(2) Eligibility requirements for grants and contracts. -- To be eligible to receive a grant or enter into a contract under paragraph (1), a nonprofit organization shall -- 
	 
	"(A) recruit and train individuals to become family child care providers, including providers with the capacity to provide night-time child care services and emergency child care services at irregular hours (as well as emergency care for sick children); 
	 
	"(B) provide ongoing training to individuals who are family child care providers, including specialized training in working with infants; 
	 
	"(C) operate resource centers to make developmentally appropriate curriculum materials 
	available to family child care providers; 
	 
	"(D) provide grants to family child care providers for the purchase of moderate cost equipment to be used to provide child care services; and 
	 
	"(E) provide such other services to family child care providers in the communities of such organization as the lead agency determines to be appropriate. 
	 
	"SEC. 658H. LIMITATIONS ON USE OF FINANCIAL ASSISTANCE. 
	 
	"(a) Substitution of Funds. -- Funds received under -- 
	 
	"(1) the amendments to the Head Start Act made by the Early Childhood Education and 
	Development Act of 1990; 
	 
	"(2) title VIII of the Elementary and Secondary Education Act of 1965; or 
	 
	"(3) this subchapter; by the State may be used only to supplement, not to supplant, the amount of Federal, State, and local funds expended for the support of the activities for which such funds are received. 
	 
	"(b) Existing Facilities. -- No financial assistance provided under the provisions of law specified in subsection (a) may be expended to renovate or repair any facility unless -- 
	 
	"(1) the child care provider that receives such financial assistance agrees -- 
	 
	"(A) in the case of a grant, to repay to the Secretary or the State, as the case may be, the 
	amount that bears the same ratio to the amount of such grant as the value of the renovation or repair, as of the date such provider ceases to provide child care services in such facility in accordance with this subchapter, bears to the original value of the renovation or repair; and 
	 
	"(B) in the case of a loan, to repay immediately to the Secretary or the State, as the case may be, the principal amount of such loan outstanding and any interest accrued, as of the date such provider ceases to provide child care services in such facility in accordance with this subchapter; if such provider does not provide child care services in such facility in accordance with this subchapter throughout the useful life of the renovation or repair; and 
	 
	"(2) if such provider is a sectarian agency or organization, the renovation or repair is necessary to bring such facility into compliance with health and safety requirements imposed as a result of such provisions of law. 
	 
	"SEC. 658I. FEDERAL ENFORCEMENT. 
	 
	"(a) Review of Compliance With State Plan. -- The Secretary shall review and monitor State compliance with this subchapter and the plan approved under section 658E for the State. 
	 
	"(b) Noncompliance. -- 
	 
	"(1) In general. -- If the Secretary, after reasonable notice and opportunity for a hearing to a State, finds that -- 
	 
	"(A) there has been a failure by the State to comply substantially with any provision or any requirements set forth in the plan approved under section 658E for the State; or 
	 
	"(B) in the operation of any program or project for which assistance is provided under this subchapter there is a failure by the State to comply substantially with any provision of this subchapter; the Secretary shall notify the State of the finding and that no further payments may be made to such State under this subchapter (or, in the case of noncompliance in the operation of a program or activity, that no further payments to the State will be made with respect to such program or activity) until the Secre
	 
	"(2) Additional sanctions. -- In the case of a finding of noncompliance made pursuant to 
	paragraph (1), the Secretary may, in addition to imposing the sanctions described in such 
	paragraph, impose other appropriate sanctions, including recoupment of money improperly expended for purposes prohibited or not authorized by this subchapter, and disqualification from the receipt of financial assistance under this sub- chapter. 
	 
	"(3) Notice. -- The notice required under paragraph (1) shall include a specific identification of any additional sanction being imposed under paragraph (2). 
	 
	"(c) Issuance of Rules. -- The Secretary shall establish by rule procedures for -- 
	 
	"(1) receiving, processing, and determining the validity of complaints concerning any failure of a State to comply with the State plan or any requirement of this subchapter; and 
	 
	"(2) imposing sanctions under this section. 
	 
	"SEC. 658J. NATIONAL ADVISORY COMMITTEE ON RECOMMENDED CHILD CARE STANDARDS. 
	 
	"(a) Establishment. -- 
	 
	"(1) In general. -- In order to improve the quality of child care services, the Secretary shall establish, not later than 60 days after the date of the enactment of the Early Childhood Education and Development Act of 1990, the National Advisory Committee On Recommended Child Care Standards the members of which shall be appointed from among representatives of -- 
	 
	"(A) persons who carry out various types of child care programs; 
	 
	"(B) persons who carry out resource and referral programs; 
	 
	"(C) child care and early childhood development specialists; 
	 
	"(D) early childhood education specialists and specialists in the education of children with a disability and children whose English language proficiency is limited as a result of their non- English language background; 
	 
	"(E) individuals who have expertise in pediatric health care, nutrition, disabilities, and related fields; 
	 
	"(F) organizations representing child care employees; 
	 
	"(G) individuals who have experience in the regulation of child care services; 
	 
	"(H) parents who have been actively involved in child care programs; and 
	 
	"(I) States. 
	 
	"(2) Appointment of members. -- The Committee shall be composed of 21 members of which -- 
	 
	"(A) 7 members shall be appointed by the President; 
	 
	"(B) 4 members shall be appointed by the majority leader of the Senate; 
	 
	"(C) 3 members shall be appointed by the minority leader of the Senate; 
	 
	"(D) 4 members shall be appointed by the Speaker of the House of Representatives; and 
	 
	"(E) 3 members shall be appointed by the minority leader of the House of Representatives. Not less than one-third of the members of the Committee shall be appointed from among individuals described in paragraph (1)(H). 
	 
	"(3) Chairman. -- The Committee shall appoint a chairman from among the members of the Committee. 
	 
	"(4) Vacancies. -- A vacancy occurring on the Committee shall be filled in the same manner as that in which the original appointment was made. 
	 
	"(b) Personnel, Reimbursement, and Oversight. -- 
	 
	"(1) Personnel. -- The Secretary shall make available to the Committee office facilities, personnel who are familiar with child development and with developing and implementing regulatory requirements, technical assistance, and funds as are necessary to enable the Committee to carry out effectively its duties. 
	 
	"(2) Reimbursement. -- Members of the Committee who are not regular full-time employees of the United States Government, while away from their homes or regular places of business on the business of the Committee, may be allowed travel expenses, including per diem in lieu of subsistence, as authorized by section 5703 of title 5, United States Code, for persons employed intermittently in the Government service. 
	 
	"(3) Oversight. -- The Secretary shall ensure that the Committee is established and operated in accordance with the Federal Advisory Committee Act (5 U.S.C. App.). 
	 
	"(c) Duties. -- The Committee shall -- 
	 
	"(1) review Federal policies with respect to child care services and such other data as the 
	Committee may deem appropriate; 
	 
	"(2) not later than 180 days after the date on which a majority of the members of the 
	Committee are first appointed, submit to the Secretary proposed recommended standards 
	described in subsection (d) for child care services, taking into account the different needs of infants, toddlers, and preschool and school-age children; and 
	 
	"(3) develop and make available to lead agencies, for distribution to resource and referral 
	agencies in the State, recommended requirements for resource and referral agencies. 
	 
	"(d) Recommended Child Care Standards. -- The proposed recommended child care standards submitted pursuant to subsection (c)(2) shall consist of only the following: 
	 
	"(1) Center-based child care services. -- Such standards submitted with respect to child care services provided by center-based child care providers shall be limited to -- 
	 
	"(A) group size limits in terms of the number of caregivers and the number and ages of children; 
	 
	"(B) the maximum appropriate child-staff ratios; 
	 
	"(C) qualifications and background of child care personnel; 
	 
	[*H10147] "(D) health, nutrition, and safety requirements for children and caregivers; 
	 
	"(E) inservice training in areas appropriate to providing such child care services, including the minimum number of hours of such training; and 
	 
	"(F) parental involvement in licensed and regulated child care services. 
	 
	"(2) Family child care services. -- Such standards submitted with respect to child care services provided by family child care providers shall be limited to -- 
	 
	"(A) the maximum number of children for which child care services may be provided and the total number of infants for which child care services may be provided; 
	 
	"(B) the minimum age for caregivers; 
	 
	"(C) health, nutrition, and safety requirements for children and caregivers; and 
	 
	"(D) inservice training in areas appropriate to providing such child care services, including the minimum number of hours of such training. 
	 
	"(3) Group home child care services. -- Such standards submitted with respect to child care services provided by group home child care providers shall be limited to the matters specified in paragraphs (1)(B) and (2). 
	 
	"(e) Consideration and Establishment of Standards. -- 
	 
	"(1) Notice of proposed rulemaking. -- Not later than 90 days after receiving the 
	recommendations of the Committee, the Secretary shall -- 
	 
	"(A) publish in the Federal Register -- 
	 
	"(i) a notice of proposed rulemaking concerning the recommended standards proposed under subsection (d) to the Secretary; and 
	 
	"(ii) such proposed recommended standards for public comment; and 
	 
	"(B) distribute such proposed recommended standards, for comment, to each lead agency. 
	 
	"(2) Establishment of recommended child care standards. -- (A) The Secretary shall, in 
	consultation with the Committee -- 
	 
	"(i) take into consideration any comments received by the Secretary with respect to the 
	recommended standards proposed under subsection (d); and 
	 
	"(ii) not later than 180 days after publication of such standards, shall issue rules establishing recommended child care standards for purposes of this subchapter. Compliance with such standards shall be at the option of the States. Such standards shall include nutrition requirements. 
	 
	"(B) The Secretary may amend any standard first established under subparagraph (A), except that such standard may not be modified, by amendment or otherwise, to make such standard less comprehensive or less stringent than it is when first established. 
	 
	"(3) Additional comments. -- The Committee may submit to the Secretary and to the Congress such additional comments on the recommended child care standards established under paragraph (2) as the Committee considers appropriate. 
	 
	"(f) Termination of Committee. -- The Committee shall cease to exist 90 days after the date the Secretary establishes recommended child care standards under subsection (e)(2). 
	 
	"SEC. 658K. DEFINITIONS. 
	 
	"As used in this subchapter: 
	 
	"(1) Center-based child care provider. -- The term 'center-based child care provider' means a child care provider that provides child care services in a nonresidential facility, and may include a nonprofit institution of higher education. 
	 
	"(2) Community-based organization. -- The term 'community-based organization' -- 
	 
	"(A) means a private nonprofit organization that -- 
	 
	"(i) is representative of the community or of significant segments of the community; and 
	"(ii) provides child care, preschool programs, or early childhood development programs; or 
	 
	"(B) has the meaning given it in section 4(5) of the Job Training Partnership Act (29 U.S.C. 1503(5)). 
	 
	"(3) Disability. -- The term 'disability' means any condition set forth in section 602(a)(1) of the Education of the Handicapped Act (20 U.S.C. 1401(a)(1)) or subparagraph (A) or (B) of section 672(1) of the Education of the Handicapped Act (20 U.S.C. 1472(1)). 
	 
	"(4) Early childhood learning resources. -- The term 'early childhood learning resources' includes books, audio and video tapes, films, educational toys and games and other materials designed principally for use by or with children who are less than 6 years of age. 
	 
	"(5) Eligible child care provider. -- The term 'eligible child care provider' means -- 
	 
	"(A) a center-based child care provider, a group home child care provider, a family child care provider, or other provider of child care services for compensation that -- 
	 
	"(i) is licensed or regulated under State law; and 
	 
	"(ii) satisfies -- 
	 
	"(I) the Federal requirements; and 
	 
	"(II) the State and local requirements; applicable to the child care services it provides; and 
	 
	"(B) a child care provider who provides child care services only to an eligible child who is, by affinity or consanguinity, the grandchild of such provider if such provider satisfies the State requirements (if any) applicable to such services. 
	 
	"(6) Family child care provider. -- The term 'family child care provider' means 1 individual who provides child care services to any eligible child who does not reside with such individual, as the sole caregiver and in the private residence of such individual. 
	 
	"(7) Group home child care provider. -- The term 'group home child care provider' means 2 or more individuals who jointly provide child care services in a private residence to any eligible child who does not reside with any of such individuals. 
	 
	"(8) Indian tribe. -- The term 'Indian tribe' has the meaning given it in section 4(e) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 450b(e)). 
	 
	"(9) Institution of higher education. -- The term 'institution of higher education' has the meaning given such term in section 481(a)(1) of the Higher Education Act of 1965 (20 U.S.C. 1088(a)(1)), except that with respect to a tribally controlled community college such term has the meaning given it in section 2(a)(5) of the Tribally Controlled Community College Assistance Act of 1978 (25 U.S.C. 1801(a)(5)). 
	 
	"(10) Lead agency. -- The term 'lead agency' means the agency designated under section 659D. 
	 
	"(11) Local educational agency. -- The term 'local educational agency' has the meaning given that term in section 1471(12) of the Elementary and Secondary Education Act of 1965 (20 U.S.C. 2891(12)). 
	 
	"(12) Public library. -- The term 'local public library' has the meaning given that term in section 3(5) of the Library Services and Construction Act. 
	 
	"(13) Nonprofit organization. -- The term 'nonprofit organization' includes an Indian tribe and a tribal organization. 
	 
	"(14) Non-English language background. -- The term 'non-English language background' means the experience of living in a home in which the primary language spoken is not English. 
	 
	"(15) Parent. -- The term 'parent' includes a legal guardian or other person standing in loco parentis. 
	 
	"(16) Secretary. -- The term 'Secretary' means the Secretary of Health and Human Services. 
	 
	"(17) Staff. -- The term 'staff' means an individual who provides a service directly to an eligible child on a person-to-person basis. 
	 
	"(18) State. -- The term 'State' means any of the several States, the District of Columbia, the Virgin Islands of the United States, the Commonwealth of Puerto Rico, Guam, American Samoa, the Commonwealth of the Northern Mariana Islands, the Republic of the Marshall Islands, the Federated States of Micronesia, or Palau. 
	 
	"(19) Tribal organization. -- The term 'tribal organization' has the meaning given it in section 4(l) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 450b(l)). 
	 
	"(20) Unit of general purpose local government. -- The term 'unit of general purpose local 
	government' means a city, county, town, parish, village, or other general purpose political subdivision of a State.". 
	 
	PART 4 -- BUSINESS INVOLVEMENT IN MEET- ING EMPLOYEE CHILD CARE NEEDS 
	 
	SEC. 3341. ESTABLISHMENT OF GRANT PROGRAM. 
	 
	The Secretary of Health and Human Services shall establish a program to make grants to eligible businesses -- 
	 
	(1) to pay start-up costs incurred to provide child care services; or 
	 
	(2) to provide additional child care services; 
	 
	needed by the employees of such businesses. 
	 
	SEC. 3342. ELIGIBLE BUSINESSES. 
	 
	To be eligible to receive a grant under section 3341, a business shall submit to the Secretary an application in accordance with section 3343. 
	 
	SEC. 3343. APPLICATION. 
	 
	The application required by section 3342 shall be submitted by a business or consortium at such time, in such form, and containing such information as the Secretary may require by rule, except that such application shall contain -- 
	 
	(1) an assurance that such business shall expend, for the purpose for which such grant is made, an amount not less than 200 percent of the amount of such grant; 
	 
	(2) an assurance that such business will expend such grant for the use specified in section 3341, as the case may be; 
	 
	(3) an assurance that if the employees of such business do not require all the child care services for which such grant and the funds required by paragraph (1) are to be expended by such business, the excess of such child care services shall be made available to families in the community in which such business is located; 
	 
	(4) an assurance that such business will employ strategies to provide such child care services at affordable rates, and on an equitable basis, to low- and moderate-income employees; and 
	 
	(5) an assurance that the provider of such child care services will comply with all State and local licensing requirements applicable to such provider. 
	 
	SEC. 3344. SELECTION OF GRANTEES. 
	 
	For purposes of selecting eligible businesses to receive grants under this part, the Secretary shall give priority to businesses that have fewer than 100 full-time employees. To the extent practicable, the Secretary shall make grants equitably under this part to businesses located in all geographical regions of the United States. 
	[*H10148] SEC. 3345. DEFINITIONS. 
	 
	As used in this part: 
	 
	(1) Business. -- The term "business" means a person engaged in commerce whose primary activity is not providing child care services. 
	 
	(2) Child care services. -- The term "child care services" means care for a child that is -- 
	 
	(A) provided on the site at which a parent of such child is employed or at a site nearby in the community; and 
	 
	(B) subsidized at least in part by the business that employs such parent. 
	 
	(3) Consortium. -- The term "consortium" means 2 or more businesses acting jointly. 
	 
	(4) Secretary. -- The term 'Secretary' means the Secretary of Health and Human Services. 
	 
	SEC. 3346. AUTHORIZATION OF APPROPRIATIONS. 
	 
	There is authorized to be appropriated $25,000,000 for each of the fiscal years 1991, 1992, 1993, 1994, and 1995 to carry out this part. 
	 
	Subtitle E -- Government-Sponsored Entities 
	 
	SEC. 3401. CREDIT ACTIVITIES OF GOVERNMENT AGENCIES AND INSTRUMENTALITIES. 
	 
	(a) In General. -- Any provision of this Act and any amendment made by this Act to chapter 31 of title 31, United States Code, or any other provision of law, which would have the effect of restricting the authority of any corporation owned in whole or in part by the Federal Government, or privately owned government-sponsored enterprises, such as the Student Loan Marketing Association, the College Construction Loan Insurance Association, and the Pension Benefit Guaranty Corporation, from borrowing from or is
	 
	(b) Certain Actions Prohibited. -- Notwithstanding any other provision of this Act or any 
	amendment made by this Act to any other provision of law, no officer or employee of the United States may take any action which would have the effect of implementing any provision of, or any amendment made by, this Act which is described in subsection (a). 
	 
	(c) Violation Treated as Violation of Antideficiency Act. -- Any violation of subsection  
	 
	(b) shall be treated as a violation of section 1341(a) of title 31, United States Code. 
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	[*H10149] Subtitle A -- Provisions Relating to Medicare Program and Regulation of Medicare Supplemental Insurance Policies 
	 
	PART 1 -- PROVISIONS RELATING TO PART B 
	 
	Subpart A -- Payment for Physicians' Services 
	 
	SEC. 4001. CERTAIN OVERVALUED PROCEDURES. 
	 
	(a) In General. -- Section 1842(b)(14) of the Social Security Act (42 U.S.C. 1395u(b)(14)) is amended -- 
	 
	(1) by inserting "(i)" after "(14)(A)"; 
	 
	(2) by adding at the end of subparagraph (A) the following new clause: 
	 
	"(ii) In determining the reasonable charge for a physicians' service specified in subparagraph (C)(i) and furnished during 1991, the prevailing charge for such service shall not exceed the prevailing charge otherwise recognized for such service for the period during 1990 beginning on April 1, reduced by 15 percent or, if less, 1/3 of the percent (if any) by which the prevailing charge otherwise recognized for the locality in that year exceeds the locally-adjusted reduced prevailing amount (as determined und
	 
	(3) in subparagraph (B)(i)(II), by inserting "or (iv)" after "clause (iii)"; 
	 
	(4) in subparagraph (B)(iii), by inserting "for services furnished during the 9-month period beginning on April 1, 1990" after "locality" the first place it appears; 
	 
	(5) by adding at the end of subparagraph (B) the following new clause: 
	 
	"(iv) The 'adjustment factor', for a physicians' service for a locality furnished in 1991, is the sum of -- 
	 
	"(I) the practice component percent (referred to as practice expense ratio), divided by 100, specified in appendix A (pages 187 through 194) of the Report of the Medicare and Medicaid Health Budget Reconciliation Amendments of 1989, prepared by the Subcommittee on Health and the Environment of the Committee on Energy and Commerce, House of Representatives, (Committee Print 101-M, 101st Congress, 1st Session) for the service, multiplied by the geographic practice cost index (specified in subparagraph (C)(v))
	 
	"(II) 1 minus the practice component percent, multiplied by the geographic physician work adjustment index value (specified in subparagraph (C)(vi)) for the locality."; 
	 
	(6) by adding at the end of subparagraph (C)(ii), the following new sentence: "In computing the national weighted average in the previous sentence in applying this paragraph to services furnished in 1991, the prevailing charge in each locality shall first be deflated by the adjustment factor specified in subparagraph (B)(iv)."; and 
	 
	(7) by adding at the end of subparagraph (C) the following new clauses: 
	 
	"(v) The geographic practice cost index value specified in this clause for a locality is the 
	Geographic Overhead Costs Index specified for the locality in table 1 of the August 1990 
	Supplement to the Geographic Medicare Economic Index: Alternative Approaches (prepared by the Urban Institute and the Center for Health Economics Research). 
	 
	"(vi) The geographic physician work adjustment index value specified in this clause for a locality is the Geographic 1/4 Work Index specified for the locality in the table 1 referred to in clause (v).". 
	SEC. 4002. RADIOLOGY SERVICES. 
	 
	(a) Reduction in Fee Schedule. -- Section 1834(b)(4) of the Social Security Act (42 U.S.C. 1395m(b)(4)) is amended -- 
	 
	(1) by redesignating subparagraphs (D) and (E) as subparagraphs (E) and (F), respectively, and 
	 
	(2) by inserting after subparagraph (C) the following new subparagraph: 
	 
	"(D) 1991 fee schedules. -- For radiologist services (other than portable X-ray services) 
	furnished under this part during 1991, the conversion factors used in a locality under this 
	subsection shall be determined as follows: 
	 
	"(i) National weighted average conversion factor. -- The Secretary shall estimate the national weighted average of the conversion factors used under this subsection for services furnished during 1990 beginning on April 1, using the best available data. In computing the national weighted average in the previous sentence, the conversion factor in each locality shall first be deflated by the sum specified in clause (iv). 
	 
	"(ii) Reduced national weighted average. -- The national weighted average estimated under clause (i) shall be reduced by 11 percent. 
	 
	"(iii) Geographic indices. -- 
	 
	"(I) 1990 locality index relative to national average. -- The Secretary shall establish an index which reflects, for each locality, the ratio of the conversion factor used in the locality under this subsection to the national weighted average estimated under clause (i). 
	 
	"(II) Fee schedule geographic index. -- The Secretary shall establish an index value, for each locality, equal to the geographic adjustment factor which would be established for the locality under section 1848(e)(2) if -- 
	 
	"(a) the work, overhead, and malpractice geographic practice cost indices contained in 
	Addendum C to the Model Fee Schedule for Physicians' Services (published on September 4, 1990, 55 Federal Register pp. 36238.-36243) were used as the geographic physician work adjustment factor value, the geographic cost-of-practice index value, and the geographic malpractice index value, respectively, and 
	 
	"(b) the proportions of the total relative value for the work component, practice expense 
	component, and the malpractice component were the work, overhead, and malpractice percents, respectively, specified for the specialty of radiology in Table 2.1 of such Model Fee Schedule (55 F.R. 36188). 
	 
	"(iv) Local adjustment. -- Subject to clause (v), the conversion factor to be applied in a locality is the national weighted average conversion factor (estimated under clause (i)), reduced under clause (ii), multiplied by the sum of -- 
	 
	"(I) 3/4 of the index value established under clause (iii)(I) for the locality, and 
	 
	"(II) 1/4 of the index value established under clause (iii)(II) for the locality. 
	 
	"(v) Maximum reduction. -- The conversion factor to be applied to a locality under this 
	subparagraph shall not be less than 92 percent of the conversion factor applied in the locality under subparagraph (C).". 
	 
	(b) Continuing Phase-in of Geographic Adjustment. -- Section 1848(e)(2) of such Act (42 U.S.C. 1395w-4(e)(2)) is amended by adding at the end the following: "In the case of radiology services described in subsection (b)(2)(A), the geographic adjustment factor for -- 
	 
	"(A) 1992, shall be 1/2 of the index value established under section 1834(b)(4)(D)(iii)(I) for the locality plus 1/2 of the geographic adjustment factor determined under the previous sentence, and 
	 
	"(B) 1993, shall be 1/4 of the index value established under section 1834(b)(4)(D)(iii)(I) for the locality plus 3/4 of the geographic adjustment factor determined under the previous sentence.". 
	 
	(c) Nonapplication of Comparability Provisions. -- Section 1834(b)(3) of such Act (42 U.S.C. 1395m(b)(3)) is amended -- 
	 
	(1) by striking "and" at the end of subparagraph (A), 
	 
	(2) by striking the period at the end of subparagraph (B) and inserting ", and", and 
	 
	(3) by adding at the end the following new subparagraph: 
	 
	"(C) shall not apply section 1842(b)(3)(B) insofar as it relates to requiring carriers to restrict payment to the charge applicable, for a comparable service and under comparable 
	circumstances, to policyholders and subscribers of the carrier.". 
	 
	(d) Use of Localities. -- Section 1834(b)(1)(B) of such Act (42 U.S.C. 1395m(b)(1)(B)) is 
	amended by inserting "locality," after "statewide,". 
	 
	(e) Continuation of Special Rule for Nuclear Medicine Physicians. -- Section 6105(b) of the Omnibus Budget Reconciliation Act of 1989 is amended by striking all that follows "Social Security Act" the second place it appears and inserting the following: "beginning April 1, 1990, and ending December 31, 1991, there shall be substituted for the fee schedule otherwise applicable a fee schedule based 1/3 on the fee schedule computed under such section (without regard to this subsection) and 2/3 on 101 percent of
	 
	(f) Extension of Split Billing Rule for Interventional Radiologists. -- Section 6105(c) of the Omnibus Budget Reconciliation Act of 1989 is amended by inserting "or 1991" after "1990" each place it appears. 
	 
	(g) Effective Dates. -- 
	 
	(1) Except as otherwise provided, the amendments made by this section shall apply to services furnished on or after January 1, 1991. 
	 
	(2) The amendment made by subsection (d) shall apply to services performed on or after April 1, 1989.  
	 
	[*H10150] SEC. 4003. ANESTHESIA SERVICES. 
	 
	(a) Reduction in Fee Schedule. -- Section 1842(q)(1) of the Social Security Act (42 U.S.C. 1395u(q)(1)) is amended -- 
	 
	(1) by inserting "(A)" after "(q)(1)", and 
	 
	(2) by adding at the end the following new subparagraph: 
	 
	"(B) For physician anesthesia services furnished under this part during 1991, the conversion factor used in a locality under this subsection shall be determined as follows: 
	 
	"(i) The Secretary shall estimate the national weighted average of the conversion factors used under this subsection for services furnished during 1990 beginning on April 1, using the best available data. In computing the national weighted average in the previous sentence, the conversion factor in each locality shall first be deflated by the sum specified in clause (iv). 
	 
	"(ii) The national weighted average estimated under clause (i) shall be reduced by 7 percent. 
	 
	"(iii)(I) The Secretary shall establish an index which reflects, for each locality, the ratio of the conversion factor used in the locality under this subsection for services furnished under this part during 1990 beginning on April 1 to the national weighted average estimated under clause (i). 
	 
	"(II) The Secretary shall establish an index value, for each locality, equal to the geographic adjustment factor which would be established for the locality under section 1848(e)(2) if -- 
	 
	"(a) the work, overhead, and malpractice geographic practice cost indices contained in 
	Addendum C to the Model Fee Schedule for Physicians' Services (published on September 4, 1990, 55 Federal Register pp. 36238-36243) were used as the geographic physician work adjustment factor value, the geographic cost-of-practice index value, and the geographic malpractice index value, respectively, and 
	 
	"(b) the proportions of the total relative value for the work component, practice expense 
	component, and the malpractice component were 55.9 percent, 33.4 percent, and 10.7 percent, respectively. 
	 
	"(iv) Subject to clause (v), the conversion factor to be applied in a locality is the national 
	weighted average conversion factor (estimated under clause (i)) reduced under clause (ii) 
	multiplied by the sum of -- 
	 
	"(I) 1/2 of the index value established under clause (iii)(I) for the locality, and 
	 
	"(II) 1/2 of the index value established under clause (iii)(II). 
	 
	"(v) The conversion factor to be applied to a locality under this subparagraph shall not be less than 85 percent of the conversion factor applied in the locality during 1990 beginning on April 1.". 
	 
	(c) Extension of Reduction for Supervision of Concurrent Services. -- Section 1842(b)(13) of such Act (42 U.S.C. 1395u(b)(13)) is amended by striking "1991" each place it appears and inserting "1996". 
	 
	SEC. 4004. PHYSICIAN PATHOLOGY SERVICES. 
	 
	(a) Reduction in Payments for Physician Pathology Services. -- Subsection (f) of section 1834 of the Social Security Act (42 U.S.C. 1395m) is amended to read as follows: 
	 
	"(f) Reduction in Payments for Physician Pathology Services During Fiscal Year 1991. – For physician pathology services furnished under this part during 1991, the prevailing charges used in a locality under this part shall be 93 percent of the prevailing charges used in the locality under this part in 1990 beginning on April 1, 1990.". 
	 
	(b) Conforming Amendments. -- 
	 
	(1) Section 1833(a)(1)(J) of such Act (42 U.S.C. 1395l(a)(1)) is amended by striking "or 
	physician pathology services" and by striking "or section 1834(f), respectively". 
	 
	(2) Section 1848(a)(1) of such Act (42 U.S.C. 1395w-4(a)(1)) is amended by striking "or 
	1834(f)". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to services furnished on or after January 1, 1991. 
	 
	SEC. 4005. PREVAILING CHARGES FOR MISCELLANEOUS PROCEDURES. 
	Section 1842(b) of the Social Security Act (42 U.S.C. 1395u(b)) is amended by adding at the end the following new paragraph: 
	 
	"(16)(A) In determining the reasonable charge for physicians' services described in subparagraph 
	 
	(B) furnished during 1991, the prevailing charge otherwise recognized for a locality shall be reduced by 2 percent, or, in the case of surgical procedures which are paid for under this part on a global basis (including preoperative and postoperative services), 4 percent. 
	 
	"(B) For purposes of this subparagraph, the physcians' service specified in this subparagraph are all physicians' services except the following: 
	 
	"(i) Radiology, anesthesia, and physician pathology services, and physicians' services specified in clause (i) of paragraph (14)(C). 
	 
	"(ii) Primary care services (specified in subsection (i)(4)), hospital inpatient medical services, consulations, preventive medicine visits, emergency care facility services, and critical care services. 
	 
	"(iii) The procedure codes specified in the Joint Explanatory Statement of the Committee of Conference submitted with the Conference Report to accompany H.R. 5835 (the 'Omnibus Budget Reconciliation Act of 1990') for tendon sheath injections and small joint arthrocentesis, femoral fracture and trochanteric fracture treatments, endotracheal intubation, thoracentesis, thoracostomy, and transurerethral fulguration and resection.". 
	 
	SEC. 4006. UPDATE FOR PHYSICIANS' SERVICES. 
	 
	(a) Percentage Increase in MEI for 1991 During 1991. -- Section 1842(b)(4)(E) of the Social Security Act (42 U.S.C. 1395u(b)(4)(E)) is amended by adding at the end the following new clause: 
	 
	"(v) For purposes of this part for items and services furnished in 1991, the percentage increase in the MEI is -- 
	 
	"(I) 0 percent for services (other than primary care services), and 
	 
	"(II) such percentage increase in the MEI (as defined in subsection (i)(3)) as would be otherwise determined for primary care services (as defined in subsection (i)(4)).". 
	 
	(b) Increase in Prevailing Charge Floor for Primary Care Services. -- 
	 
	(1) In general. -- Section 1842(b)(4)(A)(vi) of such Act (42 U.S.C. 1395u(b)(4)(A)(vi)) is 
	amended by striking "50 percent" and inserting "75 percent". 
	 
	(2) Use in transition to full fee schedule. -- Section 1848(a)(2)(D) of such Act (42 U.S.C. 1395w- 4(a)(2)(D)) is amended by adding at the end the following new clause: 
	 
	"(iii) Application to primary charge floor. -- In the case of services described in section 
	1842(b)(4)(A)(vi), the adjusted historical payment basis shall be determined as if '50 percent' were substituted for '75 percent' in such section; except that in no case shall the application of this clause result in the establishment of a fee schedule amount which is less than the prevailing charge level determined under such section for services furnished in 1991." 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to services furnished on or after January 1, 1991. 
	 
	SEC. 4007. NEW PHYSICIANS AND OTHER NEW HEALTH CARE PRACTITIONERS. 
	 
	(a) In General. -- Subparagraph (F) of section 1842(b)(4) of the Social Security Act (42 U.S.C. 1395u(b)(4)) is amended to read as follows: 
	 
	"(F)(i) In the case of physicians' services and professional services of a health care practitioner (other than primary care services and other than services furnished in a rural area (as defined in section 1886(d)(2)(D)) that is designated, under section 332(a)(1)(A) of the Public Health Service Act, as a health manpower shortage area) furnished during the physician's or practitioner's first through fourth years of practice (if payment for those services is made separately under this part and on other than
	 
	"(ii) For purposes of clause (i): 
	 
	"(I) The term 'health care practitioner' means a physician assistant, certified nurse-midwife, qualified psychologist, nurse practitioner, clinical social worker, physical therapist, occupational therapist, respiratory therapist, certified registered nurse anesthetist, or any other practitioner as may be specified by the Secretary. 
	 
	"(II) The term 'first year of practice' means, with respect to a physician or practitioner, the first year during the first 6 months of which the physician or practitioner furnishes professional services for which payment is made under this part, and includes any period before such year. 
	 
	"(III) The terms 'second year of practice', 'third year of practice', and 'fourth year of practice' mean the second, third, and fourth years, respectively, following the first year of practice.". 
	 
	(b) Conforming Amendment. -- Section 1848(a)(1)(B) of such Act (42 U.S.C. 1395w-4(a)(1)(B)) is amended by inserting "and section 1842(b)(4)(F)" after "of this section". 
	 
	(c) Conforming Adjustment in Conversion Factor Computation. -- In computing the conversion factor under section 1848(d)(1)(B) for 1992, the Secretary of Health and Human Services shall determine the estimated aggregate amount of payments under part B for physicians' services in 1991 assuming that the amendments made by this section (notwithstanding subsection (d)) applied to all services furnished during such year. 
	 
	(d) Effective Date. -- The amendments made by this section apply to services furnished after 1990, except that -- 
	 
	(1) the provisions concerning the third and fourth years of practice apply only to physicians' services furnished after 1991 and 1992, respectively, and 
	 
	(2) the provisions concerning the second, third, and fourth years of practice apply only to 
	services of a health care practitioner furnished after 1991, 1992, and 1993, respectively. 
	 
	SEC. 4008. TECHNICAL COMPONENTS OF CERTAIN DIAGNOSTIC TESTS. 
	 
	(a) In General. -- Section 1842(b) of the Social Security Act (42 U.S.C. 1395u(b)), as amended by sections 4005, is further amended by adding at the end the following new paragraph: 
	 
	"(17) With respect to payment under this part for the technical (as distinct from professional) component of diagnostic tests (other than clinical diagnostic laboratory tests and radiology services), the reasonable charge (or other payment basis) may not exceed the national median of such charges [*H10151] (or payment bases) for such tests or services.". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to tests and services furnished on or after January 1, 1991. 
	 
	SEC. 4009. RECIPROCAL BILLING ARRANGEMENTS. 
	 
	(a) In General. -- The first sentence of section 1842(b)(6) of the Social Security Act (42 U.S.C. 1395u(b)(6)) is amended -- 
	 
	(1) by striking "and" before "(C)", and 
	 
	(2) by inserting before the period at the end the following: ", and (D) payment may be made to a physician who arranges for visit services (including emergency visits and related services) to be provided to an individual by a second physician on an occasional, reciprocal basis if (i) the first physician is unavailable to provide the visit services, (ii) the individual has arranged or seeks to receive the visit services from the first physician, (iii) the claim form submitted to the carrier includes the seco
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to services furnished on or after the first day of the first month beginning more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4010. AGGREGATION RULE FOR CLAIMS FOR SIMILAR PHYSICIANS' SERVICES. 
	 
	(a) In General. -- The second sentence of section 1869(b)(2) of the Social Security Act (42 U.S.C. 1395ff(b)(2)) is amended -- 
	 
	(1) by inserting "for services furnished during the same 12-month period" after "two or more claims", 
	 
	(2) by inserting "(i)" after "if", 
	 
	(3) by striking "or involve" and inserting ", (ii) the claims involve", and 
	 
	(4) by inserting before the period at the end the following: "by the same entity, or (iii) the claims involve common issues of law and fact arising from physicians' services furnished in the same fee schedule area (as defined in section 1848(j)(2)) to two or more individuals by two or more physicians and the aggregate amount in controversy is at least $1,000 (in the case of a hearing under paragraph (1)(C) or (1)(D)) or $2,500 (in the case of judicial review)". 
	 
	(b) Effective Date. -- The amendments made by subsection (a) shall apply to physicians' services furnished on or after the first day of the first month beginning more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4011. PRACTICING PHYSICIANS ADVISORY COUNCIL. 
	 
	Title XVIII of the Social Security Act is amended by inserting after section 1867 the following new section: 
	 
	"practicing physicians advisory council 
	 
	"Sec. 1868. (a) The Secretary shall appoint, based upon nominations submitted by medical organizations representing physicians, a Practicing Physicians Advisory Council (in this section referred to as the 'Council') to be composed of 15 physicians, each of whom has submitted at least 250 claims for physicians' services under this title in the previous year. At least 11 of the members of the Council shall be physicians described in section 1861(r)(1) and the members of the Council shall include both particip
	 
	"(b) The Secretary shall consult with the Council concerning proposed changes in regulations and carrier manual instructions. To the extent feasible and consistent with statutory deadlines, such consultation shall occur before the publication of such proposed changes. 
	 
	"(c) The Council shall meet once during each calendar quarter. 
	 
	"(d) Members of the Council shall be entitled to receive reimbursement of expenses and per diem in lieu of subsistence in the same manner as other members of advisory councils appointed by the Secretary are provided such reimbursement and per diem under this title.". 
	 
	SEC. 4012. RELEASE OF MEDICAL REVIEW SCREENS AND ASSOCIATED SCREENING PARAMETERS. 
	 
	(a) Carriers. -- Section 1842(b)(3) of the Social Security Act (42 U.S.C. 1395u(b)(3)), as 
	amended by section [4041(a)(3)], is amended -- 
	 
	(1) by striking "and" at the end of subparagraph (H), 
	 
	(2) by adding "and" at the end of subparagraph (I), and 
	 
	(3) by inserting after subparagraph (I) the following new subparagraph: 
	 
	"(J) if it makes determinations or payments with respect to physicians' services, before sending a notice of denial of payment under this part for such services by reason of section 1862(a)(1) because a service otherwise covered under this title is not reasonable and necessary under the standards described in this section, the carrier has made available to the public the medical review screens, the associated screening parameters, and the criteria upon which the denial of payment may be made;". 
	 
	(b) Effective Date. -- The amendments made by this section shall apply to notices of denial sent on or after January 1, 1991. 
	 
	SEC. 4013. TECHNICAL CORRECTIONS. 
	 
	(a) Overvalued Procedures. -- 
	 
	(1) Section 1842(b)(14) of the Social Security Act (42 U.S.C. 1395u(b)(14)) is amended -- 
	 
	(A) in subparagraph (B)(iii)(I), by striking "practice expense ratio for the service  
	(specified in table #1 in the Joint Explanatory Statement referred to in subparagraph (C)(i))" and inserting "practice component percent (referred to as practice expense ratio), divided by 100, specified in appendix A (pages 187 through 194) of the Report of the Medicare and Medicaid Health Budget Reconciliation Amendments of 1989, prepared by the Subcommittee on Health and the Environment of the Committee on Energy and Commerce, House of Representatives, (Committee Print 101-M, 101st Congress, 1st Session)
	 
	(B) in subparagraph (B)(iii)(II), by striking "practice expense ratio" and inserting "practice component percent, divided by 100"; 
	 
	(C) in subparagraph (C)(i), by striking "physicians' services specified in table #2 in the Joint Explanatory Statement of the Committee of Conference submitted with the Conference Report to accompany H.R. 3299 (the 'Omnibus Budget Reconciliation Act of 1989'), 101st Congress," and inserting "procedures specified (by code and description) in the Overvalued Procedures List for Finance Committee, Revised September 20, 1989, prepared by the Physician Payment Review Commission"; 
	 
	(D) in subparagraph (C)(iii), by striking "The 'percent change' specified in this clause, for a physicians' service specified in clause (i), is the percent change specified for the service in table #2 in the Joint Explanatory Statement" and inserting "The 'percentage change' specified in this clause, for a physicians' service specified in clause (i), is the percent difference (but expressed as a positive number) specified for the service in the list"; and 
	 
	(E) in subparagraph (C)(iv), by striking "such value specified for the locality in table #3 in the Joint Explanatory Statement referred to in clause (i)" and inserting "the Geographic Overhead Costs Index specified for the locality in table 1 of the September 1989 Supplement to the Geographic Medicare Economic Index: Alternative Approaches (prepared by the Urban Institute and the Center for Health Economics Research)". 
	 
	(2) Section 1842(b)(4)(E)(iv)(I) of such Act (42 U.S.C. 1395u(b)(4)(E)(iv)(I)) is amended by striking "Table #2" and all that follows through "101st Congress" and inserting "the list referred to in paragraph (14)(C)(i)". 
	 
	(3) The amendments made by paragraphs (1) and (2) apply to services furnished after March 1990. 
	 
	(b) Miscellaneous Fee Schedule Corrections. -- 
	 
	(1) Changes in section 1848. -- Section 1848 of the Social Security Act (42 U.S.C. 1395w-4) is amended -- 
	 
	(A) in subsection (a)(2)(D)(ii), by inserting "the weighted average of (I) such weighted average prevailing charge, and (II) " after "weighted average prevailing charge"; 
	 
	(B) in subsection (c)(1)(B), by striking the last sentence; 
	 
	(C) in subsections (c)(3)(C)(ii)(II) and (c)(3)(C)(iii)(II), by striking "by" the first place it appears in each respective subsection, 
	 
	(D) in subsection (c), by redesignating the second paragraph (3), and paragraphs (4) and (5), as paragraphs (4) through (6), respectively; 
	 
	(E) in subsection (c)(4), as redesignated by subparagraph (C), is amended by striking 
	"subsection" and inserting "section"; 
	 
	(F) in subsection (d)(1)(A), by striking "subparagraph (C)" and inserting "paragraph (3)"; 
	 
	(G) in the last sentence of subsection (d)(2)(A), by striking "proportion of HMO enrollees" and inserting "proportion of individuals who are enrolled under this part who are HMO enrollees"; 
	 
	(H) in subsection (d)(2)(E)(i), by inserting "the" after "as set forth in"; 
	 
	(I) in subsection (d)(2)(E)(ii)(I), by inserting "payments for" after "under this part for"; 
	 
	(J) in subsection (d)(3)(B)(ii) –  
	 
	(i) by inserting "more than" after "decrease of", and 
	 
	(ii) in subclause (I), by striking "more than"; 
	 
	(I) in paragraphs (1)(D)(i) and (2)(A)(i) of subsection (f), by striking "calendar years" and 
	inserting "portions of calendar years"; 
	 
	(K) in subsection (f)(2)(A) -- 
	 
	(i) by striking "each performance standard rate of increase" and inserting "the performance standard rate of increase, for all physicians' services and for each category of physicians' services,", 
	 
	(ii) in clause (i), by striking "physicians' services (as defined in subsection (f)(5)(A)" and 
	inserting "all physicians' services or for the category of physicians' services, respectively,", 
	 
	(iii) in clause (iii), by striking "physicians' services" and inserting "all physicians' services or of the category of physicians' services, respectively,", and 
	 
	(iv) in clause (iv), by striking "physicians' services (as defined in subsection (f)(5)(A))" and inserting "all physicians' services or of the category of physicians' services, respectively,"; 
	 
	[*H10152] (L) in subsection (f)(4)(A), by striking "paragraph (B)" and inserting "subparagraph (B)"; 
	 
	(M) in subparagraphs (A) and (B) of subsection (g)(2), by inserting "other than radiologist services subject to section 1834(b)," after "during 1991," and after "during 1992,", respectively; and 
	 
	(N) in subsection (i)(1)(A), by striking "historical payment basis (as defined in subsection 
	(a)(2)(C)(i))" and inserting "adjusted historical payment basis (as defined in subsection 
	(a)(2)(D)(i))". 
	 
	(2) Miscellaneous. -- 
	 
	(A) Effective as if included in the Omnibus Budget Reconciliation Act of 1989, section 6102(e)(4) of such Act is amended by inserting "determined" after "prevailing charge rate". 
	 
	(B) Effective January 1, 1991, section 1842(b)(3)(G) of the Social Security Act, as amended by section 6102(e)(2) of Omnibus Budget Reconciliation Act of 1989, is amended by striking "subsection (j)(1)(C)" and inserting "section 1848(g)(2)". 
	 
	(C) Section 1842(b)(12)(A)(ii)(II) of the Social Security Act, as amended by section 6102(e)(4) of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", as the case may be". 
	 
	(D) Section 1833(a)(1)(H) of the Social Security Act, as amended by section 6102(e)(5) of the Omnibus Budget Reconciliation Act of 1989, is amended by striking ", as the case may be". 
	 
	(E) Section 6102(e)(11) of the Omnibus Budget Reconciliation Act of 1989 is amended by inserting "of Health and Human Services" after "Secretary". 
	 
	(F) Effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1989, section 922(d)(1) of the Public Health Service Act (42 U.S.C. 299c-1(d)(1)) is amended – 
	 
	(i) by inserting "(other than of dissemination activities)" after "evaluations", and 
	 
	(ii) by inserting "research, demonstration projects, or evaluations of" after "applications with respect to". 
	 
	(c) Repeal of Reports No Longer Required. -- 
	 
	(1) Subsection (b) of section 4043 of the Omnibus Budget Reconciliation Act of 1987 is repealed. 
	 
	(2) Subsection (c) of section 4048 of such Act is repealed. 
	 
	(3) Section 4049(b)(1) of such Act is amended by striking ", and shall report" and all that follows up to the period at the end. 
	 
	(4) Subsection (d) of section 4050 of such Act is repealed. 
	 
	(5) Section 4056(a)(1) of such Act, as redesignated by section 411(f)(14) of the Medicare 
	Catastrophic Coverage Act of 1988, is amended by striking the last sentence. 
	 
	(6) Section 4056(b)(2) of such Act is amended by striking the second sentence. 
	 
	(d) Adjustment of Effective Dates. -- Effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1987 -- 
	 
	(1) section 4048(b) of such Act is amended by striking "January 1, 1989" and inserting "March 1, 1989", and 
	 
	(2) section 4049(b)(2) of such Act is amended by striking "January 1, 1989" and inserting "April 1, 1989". 
	 
	(e) Transfer of provision into title xviii. -- 
	 
	(1) Section 1842 of the Social Security Act (42 U.S.C. 1395u) is amended by adding at the end the following new subsection: 
	 
	"(r) The Secretary shall establish a system which provides for a unique identifier for each 
	physician who furnishes services for which payment may be made under this title.". 
	 
	(2) Section 9202 of the Consolidated Omnibus Budget Reconciliation Act of 1985 is amended by striking subsection (g). 
	 
	Subpart B -- Payment for Other Items and Services 
	 
	SEC. 4021. HOSPITAL OUTPATIENT SERVICES. 
	 
	(a) Continuation of Reduction in Payments for Capital-Related Costs. -- Section 
	1861(v)(1)(S)(ii)(I) of the Social Security Act (42 U.S.C. 1395x(v)(1)(S)(ii)(I)) is amended by inserting before the period at the end the following: ", by 10 percent for payments attributable to portions of cost reporting periods occurring during fiscal year 1991 or 1992, by 7.5 percent for payments attributable to portions of cost reporting periods occurring during fiscal year 1993 or 1994, and by 5 percent for payments attributable to portions of cost reporting periods occurring during fiscal year 1995".
	 
	(b) Reduction in Amount of Payments Otherwise Determined. -- 
	 
	(1) In general. -- Section 1833(a)(2)(B)(i)(I) of such Act (42 U.S.C. 1395l(a)(2)(B)(i)(I)) is amended by striking "services," and inserting "services (or, in the case of services furnished during portions of cost reporting periods beginning on or after October 1, 1990, other than services furnished by a hospital receiving an additional payment under section 1886(d)(5)(F) during such cost reporting period, 95 percent of the reasonable cost of such services),". 
	 
	(2) Standard overhead amounts for ambulatory surgical centers. -- Section 1833(i)(3)(B) of such Act (42 U.S.C. 1395l(i)(3)(B)) is amended by inserting after clause (ii) the following new clause: 
	 
	"(iii) In determining the amount described in clause (i)(II) with respect to facility services 
	furnished during portions of cost reporting periods beginning on or after October 1, 1990 (other than services furnished by a hospital receiving an additional payment under section 
	1886(d)(5)(F) during such cost reporting period), the Secretary shall reduce the standard 
	overhead amount by 2.5 percent.". 
	 
	(c) Payments for Ambulatory Surgical Procedures. -- 
	 
	(1) 2-year freeze in allowance for intraocular lenses. -- Notwithstanding section 1833(i)(2)(A)(iii) of the Social Security Act, the amount of payment determined under such section for an intraocular lens inserted during or subsequent to cataract surgery furnished to an individual in an ambulatory surgical center on or after January 1, 1991, and on or before December 31, 1992, shall be equal to $200. 
	 
	(2) Determination of fee schedules on basis of survey of costs. -- Section 1833(i)(2)(A)(i) of such Act (42 U.S.C. 1395l(i)(2)(A)(i)) is amended by striking the comma at the end and inserting the following: ", as determined in accordance with a survey (based upon a 
	representative sample of procedures) taken not later than July 1, 1992, and every 5 years 
	thereafter, of the actual audited costs incurred by such centers in providing such services,". 
	 
	(3) Providing for regular updates to fee schedules. -- Section 1833(i)(2) of such Act (42 U.S.C. 1395l(i)(2)) is amended -- 
	 
	(A) in the second sentence of subparagraph (A) and the second sentence of subparagraph  
	(B), by striking "and may be adjusted by the Secretary, when appropriate,"; and 
	 
	(B) by adding at the end the following new subparagraph: 
	 
	"(C) Notwithstanding the second sentence of subparagraph (A) or the second sentence of 
	subparagraph (B), if the Secretary has not updated amounts established under such 
	subparagraphs with respect to facility services furnished in a year, such amounts shall be 
	increased by the percentage increase in the consumer price index for all urban consumers (U.S. city average) for the 12-month period ending with June of the preceding year.". 
	(4) Expansion of procedures in consultation with trade organizations. -- The second sentence of section 1833(i)(1) of such Act (42 U.S.C. 1395l(i)(1)) is amended by striking the period and inserting the following: ", in consultation with appropriate trade and professional organizations.". 
	 
	(5) Effective Date. -- The amendments made by paragraph (2) shall take effect July 1, 1991. 
	 
	SEC. 4022. DURABLE MEDICAL EQUIPMENT. 
	 
	(a) Additional 15 Percent Reduction in Payments for Seat-Lift Chairs and Transcutaneous 
	Electrical Nerve Stimulators. -- Section 1834(a)(1)(D) of the Social Security Act (42 U.S.C.1395m(a)(1)(D)) is amended by inserting before the period at the end the following: ", and, if furnished on or after January 1, 1991, the Secretary shall further reduce such payment amount (as previously reduced) by 15 percent". 
	 
	(b) Development and Application of National Limits on Fees. -- 
	 
	(1) Inexpensive and routinely purchased durable medical equipment and items requiring 
	frequent and substantial servicing. -- Paragraphs (2) and (3) of section 1834(a) of such Act (42 U.S.C. 1395m(a)) are each amended -- 
	 
	(A) in subparagraph (B)(i), by striking "or" at the end; 
	 
	(B) by striking clause (ii) of subparagraph (B) and inserting the following: 
	 
	"(ii) in 1991 is the sum of (I) 67 percent of the local payment amount for the item or device computed under subparagraph (C)(i)(I) for 1991, and (II) 33 percent of the national limited payment amount for the item or device computed under subparagraph (C)(ii) for 1991; 
	 
	"(iii) in 1992 is the sum of (I) 33 percent of the local payment amount for the item or device computed under subparagraph (C)(i)(II) for 1992, and (II) 67 percent of the national limited payment amount for the item or device computed under subparagraph (C)(ii) for 1992; and 
	 
	"(iv) in 1993 and each subsequent year is the national limited payment amount for the item or device computed under subparagraph (C)(ii) for that year."; and (C) by adding at the end the following new subparagraph: 
	 
	"(C) Computation of local payment amount and national limited payment amount. -- For 
	purposes of subparagraph (B) – 
	 
	"(i) the local payment amount for an item or device for a year is equal to -- 
	 
	"(I) for 1991, the amount specified in subparagraph (B)(i) for 1990 increased by the covered item increase for 1991, and 
	 
	"(II) for 1992, the amount determined under this clause for the preceding year increased by the covered item increase for 1992; and 
	 
	"(ii) the national limited payment amount for an item or device for a year is equal to -- 
	 
	"(I) for 1991 and 1992, the local payment amount determined under clause (i) for such item or device for that year, except that the national limited payment amount may not exceed 100 percent of the weighted average of all local payment amounts determined under such clause for such item for that year and may not be less than 85 percent of the weighted average of all local payment amounts determined under such clause for such item, and 
	 
	"(II) for each subsequent year, the amount determined under this clause for [*H10153] the preceding year increased by the covered item increase for such subsequent year.". 
	 
	(2) Miscellaneous items and other covered items. -- Section 1834(a)(8) of such Act (42 U.S.C. 1395m(a)(8)) is amended -- 
	 
	(A) in subparagraph (A)(ii) -- 
	 
	(i) by striking "or" at the end of subclause (I); 
	 
	(ii) in subclause (II) -- 
	 
	(I) by striking "1991 or", and 
	 
	(II) by striking "the percentage increase" and all that follows through the period and inserting "the covered item increase for the year."; 
	 
	(iii) by redesignating subclause (II) as subclause (III); and 
	 
	(iv) by inserting after subclause (I) the following new subclause: 
	 
	"(II) in 1991, equal to the local purchase price computed under this clause for the previous year, increased by the covered item increase for 1991, and decreased by the percentage by which the average of the purchase prices submitted exceeds the average of the reasonable charges on claims paid for the item during the 6-month period ending with December 1986; or"; (B) by amending subparagraph (B) to read as follows: 
	 
	"(B) Computation of national limited purchase price. -- With respect to the furnishing of a particular item in a year, the Secretary shall compute a national limited purchase price – 
	 
	"(i) for 1991 and 1992, equal to the local purchase price computed under subparagraph (A)(ii) for the item for the year, except that such national limited purchase price may not exceed 100 percent of the weighted average of all local purchase prices for the item computed under such subparagraph for the year, and may not be less than 85 percent of the weighted average of all local purchase prices for the item computed under such subparagraph for the year; and 
	 
	"(ii) for each subsequent year, equal to the amount determined under this subparagraph for the preceding year increased by the covered item increase for such subsequent year."; 
	 
	(C) in subparagraph (C) -- 
	 
	(i) by striking "regional purchase price" each place it appears and inserting "national limited purchase price", 
	 
	(ii) by striking "and subject to subparagraph (D)", 
	 
	(iii) in clause (ii) -- 
	 
	(I) by striking "75" and inserting "67"; and 
	 
	(II) by striking "25" and inserting "33", and 
	 
	(iv) in clause (iii) -- 
	 
	(I) in subclause (I), by striking "50" and inserting "33"; and 
	 
	(II) in subclause (II), by striking "50" and inserting "67"; and 
	 
	(D) by striking subparagraph (D). 
	 
	(3) Oxygen and oxygen equipment. -- Section 1834(a)(9) of such Act (42 U.S.C. 1395m(a)(9)) is amended -- 
	 
	(A) in subparagraph (A)(ii)(II), by striking "the percentage increase" and all that follows through the period and inserting "the covered item increase for the year."; 
	 
	(B) by amending subparagraph (B) to read as follows: 
	 
	"(B) Computation of national limited monthly payment rate. -- With respect to the furnishing of an item in a year, the Secretary shall compute a national limited monthly payment rate equal to -- 
	 
	"(i) for 1991 and 1992, the local monthly payment rate computed under subparagraph (A)(ii)(II) for the item for the year, except that such national limited monthly payment rate may not exceed 100 percent of the weighted average of all local monthly payment rates computed for the item under such subparagraph for the year, and may not be less than 85 percent of the weighted average of all local monthly payment rates computed for the item under such subparagraph for the year; and 
	 
	"(ii) for each subsequent year, equal to the amount determined under this subparagraph for the preceding year increased by the covered item increase for such subsequent year."; 
	 
	(C) in subparagraph (C) -- 
	 
	(i) by striking "regional monthly payment rate" each place it appears and inserting "national limited monthly payment rate", 
	 
	(ii) in clause (ii) -- 
	 
	(I) by striking "75" and inserting "67"; and 
	 
	(II) by striking "25" and inserting "33", and 
	 
	(iii) in clause (iii) -- 
	 
	(I) in subclause (I), by striking "50" and inserting "33"; and 
	 
	(II) in subclause (II), by striking "50" and inserting "67"; and 
	 
	(D) by striking subparagraph (D). 
	 
	(4) Definition. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)) is amended by adding at the end the following new paragraph: 
	 
	"(14) Covered item increase. -- In this subsection, the term 'covered item increase' means, with respect to a year, the percentage increase in the consumer price index for all urban consumers (U.S. city average) for the 12-month period ending with June of the previous year.". 
	 
	(5) Delay in adjustments for inherent reasonableness. -- Section 1834(a)(10)(B) of such Act (42 U.S.C. 1395m(a)(10)(B)) is amended by striking "1991" and inserting "1992". 
	 
	(6) Conforming amendment. -- Section 1834(a)(12) of such Act (42 U.S.C. 1395m(a)(12)) is amended by striking "defined for purposes of paragraphs (8)(B) and (9)(B)". 
	 
	(c) Treatment of "Rental Cap" Items. -- 
	 
	(1) Limitation on monthly recognized rental amounts for miscellaneous items. -- Section 
	1834(a)(7)(A)(i) of such Act (42 U.S.C. 1395m(a)(7)(A)(i)) is amended -- 
	 
	(A) by striking "for each such month" and inserting "for each of the first 3 months of such period"; and 
	 
	(B) by striking the semicolon at the end and inserting the following: ", and for each of the 
	remaining months of such period is 7.5 percent of such purchase price;". 
	 
	(2) Offer of option to purchase for miscellaneous items; establishment of reasonable lifetime. -- Section 1834(a)(7) of such Act (42 U.S.C. 1395m(a)(7)(A)) is amended -- 
	 
	(A) in subparagraph (A)(i), by striking "15 months" and inserting "15 months, or, in the case of an item for which a purchase agreement has been entered into under clause (ii), a period of continuous use of longer than 13 months"; 
	 
	(B) in subparagraph (A)(ii) -- 
	 
	(i) by striking "(ii) during the succeeding 6-month period of medical need," and inserting "(iii) in the case of an item for which a purchase agreement has not been entered into under clause (ii), during the first 6-month period of medical need that follows the period of medical need during which payment is made under clause (i),", and 
	 
	(ii) by striking "and" at the end; 
	 
	(C) in subparagraph (A)(iii) -- 
	 
	(i) by striking "(iii)" and inserting "(iv) in the case of an item for which a purchase agreement has not been entered into under clause (ii),", and 
	 
	(ii) by striking the period at the end and inserting "; and"; 
	 
	(D) by inserting after clause (i) of subparagraph (A) the following new clause: 
	 
	"(ii) during the 9th continuous month during which payment is made for the rental of an item under clause (i), the supplier of such item shall offer the individual patient the option to enter into a purchase agreement under which, if the patient notifies the supplier not later than 1 month after the supplier makes such offer that the patient agrees to accept such offer and exercise such option -- 
	 
	"(I) the supplier shall transfer title to the item to the individual patient on the first day that 
	begins after the 13th continuous month during which payment is made for the rental of the item under clause (i), and 
	 
	"(II) after the supplier transfers title to the item under subclause (I), maintenance and servicing payments shall be made in accordance with clause (v);";  
	 
	(E) by adding at the end of subparagraph (A) the following new clause: 
	"(v) in the case of an item for which a purchase agreement has been entered into under clause (ii), after the expiration of the 6-month period beginning on the day the supplier transfers title to the item to the patient under clause (ii)(I), a maintenance and servicing payment may be made (for parts and labor not covered by the supplier's or manufacturer's warranty, as determined by the Secretary to be appropriate for the particular type of durable medical equipment) during the first month of each succeedin
	 
	(F) by adding at the end the following new subparagraph: 
	 
	"(C) Replacement of items. -- 
	 
	"(i) Establishment of reasonable useful lifetime. -- The Secretary shall determine and establish a reasonable useful lifetime for items of durable medical equipment for which payment may be made under this paragraph. 
	 
	"(ii) Payment for replacement items. -- If the reasonable lifetime of such an item, as so 
	established, has been reached during a continuous period of medical need, or the carrier 
	determines that the item is lost or irreparably damaged, payment for an item serving as a 
	replacement for such item may be made on a monthly basis for the rental of the replacement item in accordance with subparagraph (A).". 
	 
	(4) Treatment of power-driven wheelchairs as miscellaneous items of durable medical 
	equipment. -- 
	 
	(A) In general. -- Section 1834(a)(2)(A) of such Act (42 U.S.C. 1395m(a)(2)(A)) is amended -- 
	 
	(i) in clause (i), by inserting "or" at the end; 
	 
	(ii) in clause (ii), by striking "or" at the end; and 
	 
	(iii) by striking clause (iii). 
	 
	(B) Optional treatment as customized item. -- Section 1834(a)(4) of such Act (42 U.S.C. 
	1395m(a)(4)) is amended by striking "patient," and inserting "patient (including a customized wheelchair classified as a customized item under this paragraph pursuant to criteria specified by the Secretary),". 
	 
	(d) Freeze in Reasonable Charges for Parenteral and Enteral Nutrients, Supplies, and Equipment During 1991. -- In determining the amount of payment under part B of title XVIII of the Social Security Act for enteral and parenteral nutrients, supplies, and equipment furnished during 1991, the charges [*H10154] determined to be reasonable with respect to such nutrients, supplies, and equipment may not exceed the charges determined to be reasonable with respect to such items for 1990. 
	(e) Requiring Prior Approval for Potentially Overused Items. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)), as amended by subsection (b)(4), is amended by adding at the end the following new paragraph: 
	 
	"(15) Carrier determinations of potentially overused items in advance. -- 
	 
	"(A) Development of list of items by secretary. -- The Secretary shall develop and periodically update a list of items for which payment may be made under this subsection that the Secretary determines, on the basis of prior payment experience, are frequently subject to unnecessary utilization, and shall include in such list seat-lift chairs, trancutaneous electrical nerve stimulators, and motorized scooters. 
	 
	"(B) Determinations of coverage in advance. -- A carrier shall determine in advance whether payment for an item included on the list developed by the Secretary under subparagraph (A) may not be made because of the application of section 1862(a)(1).". 
	 
	(f) Prohibition Against Distribution of Medical Necessity Forms by Suppliers. -- 
	 
	(1) In general. -- Section 1834(a) of the Social Security Act (42 U.S.C. 1395m(a)), as amended mby subsections (b)(4) and (e), is further amended by adding at the end the following new paragraph: 
	 
	"(16) Prohibition against distribution by suppliers of forms documenting medical necessity. – 
	 
	"(A) In general. -- A supplier of a covered item under this subsection may not distribute to physicians or to individuals entitled to benefits under this part for commercial purposes any completed or partially completed forms or other documents required by the Secretary to be submitted to show that a covered item is reasonable and necessary for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed body member. 
	 
	"(B) Penalty. -- Any supplier of a covered item who knowingly and willfully distributes a form or other document in violation of subparagraph (A) is subject to a civil money penalty in an amount not to exceed $1,000 for each such form or document so distributed. The provisions of section 1128A (other than subsections (a) and (b)) shall apply to civil money penalties under this subparagraph in the same manner as they apply to a penalty or proceeding under section 1128A(a).". 
	 
	(2) Effective date. -- The amendment made by paragraph (1) shall apply to forms and 
	documents distributed on or after January 1, 1991. 
	 
	(g) Limiting Charges of Nonparticipating Suppliers. -- Section 1834(a) of such Act (42 U.S.C. 1395m(a)), as amended by subsections (b)(4), (e), and (f), is further amended by adding at the end the following new paragraph: 
	 
	"(17) Limiting charges for nonparticipating suppliers. -- 
	 
	"(A) In general. -- In the case of covered items for which payment may be made under this subsection furnished on or after January 1, 1991, if a nonparticipating supplier furnishes the item to an individual entitled to benefits under this part, the supplier may not charge the individual more than the limiting charge (as defined in subparagraph (B)). 
	 
	"(B) Limiting charge defined. -- In subparagraph (A), the term 'limiting charge' means, with respect to an item furnished -- 
	 
	"(i) in 1991, 125 percent of the payment amount specified for the item under this subsection, 
	 
	"(ii) in 1992, 120 percent of the payment amount specified for the item under this subsection, and 
	 
	"(iii) in a subsequent year, 115 percent of the payment amount specified for the item under this subsection. 
	 
	"(C) Enforcement. -- If a supplier knowingly and willfully bills in violation of subparagraph (A), the Secretary may apply sanctions against such supplier in accordance with section 1842(j)(2) in the same manner as such sanctions may apply to a physician.". 
	 
	(h) Recertification for Certain Patients Receiving Home Oxygen Therapy Services. -- 
	 
	(1) In general. -- Section 1834(a)(5) of such Act (42 U.S.C. 1395m(a)(5)) is amended -- 
	 
	(A) in subparagraph (A), by striking "(B) and (C)" and inserting "(B), (C), and (E)"; and 
	 
	(B) by adding at the end the following new subparagraph: 
	 
	"(E) Recertification for patients receiving home oxygen therapy. -- In the case of a patient 
	receiving home oxygen therapy services who, at the time such services are initiated, has an initial arterial blood gas value at or above a partial pressure of 55 or an arterial oxygen 
	saturation at or above 89 percent, no payment may be made under this part for such services after the expiration of the 60-day period that begins on the date the patient first receives such services unless the patient's attending physician certifies that, on the basis of a follow-up test of the patient's arterial blood gas value or arterial oxygen saturation conducted during the final 15 days of such 60-day period, there is a medical need for the patient to continue to receive such services.". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to patients who first receive home oxygen therapy services on or after January 1, 1991. 
	 
	(i) Study of Separate Fee Schedules for Certain Suppliers of Prosthetic Devices, Orthotics, and Prosthetics. -- 
	(1) Study. -- The Secretary of Health and Human Services shall conduct a study of the feasibility and desirability of establishing a separate fee schedule for use in determining the amount of payments for covered items under section 1834(a) of the Social Security Act with respect to suppliers of prosthetic devices, orthotics, and prosthetics who provide professional services that would take into account the costs to such providers of providing such services. 
	 
	(2) Report. -- By not later than 1 year after the date of the enactment of this Act, the Secretary shall submit to Congress a report on the study conducted under paragraph (1). 
	 
	(j) Technical Corrections. -- Effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1987, section 4062(e) of such Act is amended -- 
	 
	(1) by inserting "(other than oxygen and oxygen equipment)" after "covered items", and 
	 
	(2) by inserting before the period at the end the following: "and to oxygen and oxygen 
	equipment furnished on or after June 1, 1989". 
	 (k) Effective Date. -- Except as provided in subsections (f)(2), (h)(2), and (j), the amendments made by this section shall apply to items furnished on or after January 1, 1991. 
	 
	SEC. 4023. CLINICAL DIAGNOSTIC LABORATORY TESTS. 
	 
	(a) Reduction in National Cap on Fee Schedules. -- 
	 
	(1) In general. -- Section 1833(h)(4)(B) of the Social Security Act (42 U.S.C. 1395l(h)(4)(B)) is amended -- 
	 
	(A) in clause (ii), by striking "and" at the end; 
	 
	(B) in clause (iii) -- 
	 
	(i) by inserting "and before January 1, 1991," after "1989,", and 
	 
	(ii) by striking the period at the end and inserting ", and"; and 
	 
	(C) by adding at the end the following new clause: 
	 
	"(iv) after December 31, 1990, is equal to 85 percent of the median of all the fee schedules established for that test for that laboratory setting under paragraph (1).". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to tests furnished on or after January 1, 1991. 
	 
	(b) Clarification of Mandatory Assignment for Tests Performed by a Physician Office Laboratory. -- 
	 
	(1) In general. -- (A) Section 1833(h)(5)(C) of such Act (42 U.S.C. 1395l(h)(5)(C)) is amended by striking "performed by a laboratory other than a rural health clinic" and inserting "(other than a test performed by a rural health clinic)". 
	 
	(B) Section 1833(h)(5)(A)(ii)(III) of such Act (42 U.S.C. 1395l(i)(5)(A)(iii)) is amended by striking "laboratory," and inserting "laboratory (but not including a laboratory described in subclause (II)),". 
	 
	(C) Section 6111(b)(2) of the Omnibus Budget Reconciliation Act of 1989 is amended by striking "January 1, 1990" and inserting "May 1, 1990". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall take effect as if included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
	 
	(c) Technical Corrections. -- 
	 
	(1)(A) Section 1833(h)(5)(A)(ii) of such Act (42 U.S.C. 1395l(h)(5)(A)(ii)) is amended -- 
	 
	(i) in subclause (II), by striking "a wholly-owned subsidiary of" and inserting "wholly owned by"; and 
	 
	(ii) in subclause (III), by striking "submits bills or requests for payment in any year" and 
	inserting "receives requests for testing during the year in which the test is performed". 
	 
	(B) The amendments made by subparagraph (A) shall take effect January 1, 1991. 
	 
	(2) The heading of section 1846 of such Act is amended by striking "of" and inserting "or". 
	 
	(3) Section 9339(b) of the Omnibus Budget Reconciliation Act of 1986 is amended by striking paragraph (3). 
	 
	SEC. 4024. COVERAGE OF NURSE PRACTITIONERS IN RURAL AREAS. 
	(a) In General. -- Section 1861(s)(2)(K) of the Social Security Act (42 U.S.C. 1395x(s)(2)(K)) is amended -- 
	 
	(1) in clause (ii), by striking "and" at the end; 
	 
	(2) in clause (iii), by striking "(i) or (ii)" and inserting "(i), (ii), or (iii)"; 
	 
	(3) by redesignating clause (iii) as clause (iv); and 
	 
	(4) by inserting after clause (ii) the following new clause: 
	"(iii) services which would be physicians' services if furnished by a physician (as defined in subsection (r)(1)) and which are performed by a nurse practitioner or clinical nurse specialist (as defined in subsection (aa)(3)) working in collaboration (as defined in subsection (aa)(4)) with a physician (as defined in subsection (r)(1)) in a rural area (as defined in section 1886(d)(2)(D)) which the nurse practitioner or clinical nurse specialist is authorized to perform by the State in which the services are
	 
	(b) Payment. -- 
	 
	(1) Direct payment. -- Section 1832(a)(2)(B) of such Act (42 U.S.C. 1395k(a)(2)(B)) is amended – 
	 
	(A) in clause (ii), by striking "and" at the end; 
	 
	[*H10155] (B) in clause (iii), by striking the semicolon and inserting a comma; and 
	 
	(C) by adding at the end the following new clause: 
	 
	"(iv) services of a nurse practitioner or clinical nurse specialist provided in a rural area (as defined in section 1886(d)(2)(D)); and". 
	 
	(2) Amount. -- Section 1833(a)(1) of such Act (42 U.S.C. 1395l(a)(1)) is amended -- 
	 
	(A) by striking "and" at the end of subparagraph (K); and 
	 
	(B) by inserting after subparagraph (L) the following new subparagraph: "(M) with respect to services described in section 1861(s)(2)(K)(iii) (relating to nurse practitioner or clinical nurse specialist services provided in a rural area), the amounts paid shall be 80 percent of the lesser of the actual charge or the prevailing charge that would be recognized (or, for services furnished on or after January 1, 1992, the fee schedule amount provided under section 1848, as the case may be) if the services had b
	 
	(3) Cap on prevailing charge; billing only on assignment-related basis. -- Section 1833 of such Act (42 U.S.C. 1395l) is amended by adding at the end the following new subsection: 
	 
	"(r)(1) With respect to services described in section 1861(s)(2)(K)(iii) (relating to nurse 
	practitioner or clinical nurse specialist services provided in a rural area), payment may be made on the basis of a claim or request for payment presented by the nurse practitioner or clinical nurse specialist furnishing such services, or by a hospital, rural primary care hospital, physician, group practice, ambulatory surgical center, or rural health clinic with which the nurse practitioner or clinical nurse specialist has an employment or contractual relationship that provides for payment to be made under
	"(2)(A) For purposes of subsection (a)(1)(M), the prevailing charge for services described in section 1861(s)(2)(K)(iii) may not exceed the applicable percentage (as defined in subparagraph(B)) of the prevailing charge rate determined for such services performed by physicians who are not specialists. 
	 
	"(B) In subparagraph (A), the term 'applicable percentage' means -- 
	 
	"(i) 75 percent in the case of services performed in a hospital, and 
	 
	"(ii) 85 percent in the case of other services. 
	 
	"(3)(A) Payment under this part for services described in section 1861(s)(2)(K)(iii) may be made only on an assignment-related basis, and any such assignment agreed to by a nurse practitioner or clinical nurse specialist shall be binding upon any other person presenting a claim or request for payment for such services. 
	 
	"(B) Except for deductible and coinsurance amounts applicable under this section, any person who knowingly and willfully presents, or causes to be presented, to an individual enrolled under this part a bill or request for payment for services described in section 1861(s)(2)(K)(iii) in violation of subparagraph (A) is subject to a civil money penalty of not to exceed $2,000 for each such bill or request. The provisions of section 1128A (other than subsections (a) and (b)) shall apply to a civil money penalty
	 
	"(4) No hospital or rural primary care hospital that presents a claim or request for payment under this part for services described in section 1861(s)(2)(K)(iii) may treat any uncollected coinsurance amount imposed under this part with respect to such services as a bad debt of such hospital for purposes of this title.". 
	 
	(c) Conforming Amendment. -- Section 1842(b) of such Act (42 U.S.C. 1395u(b)) is amended by striking "section 1861(s)(2)(K)" each place it appears in paragraphs (6) and (12) and inserting "clauses (i) and (ii) of section 1861(s)(2)(K)". 
	 
	(d) Definition. -- Section 1861(aa)(3) of the Social Security Act (42 U.S.C. 1395x(aa)(3)) is amended by striking "The term" and all that follows through "who performs" and inserting the following: "The term 'physician assistant', the term 'nurse practitioner', and the term 'clinical nurse specialist' mean, for purposes of this Act, a physician assistant, nurse practitioner, or clinical nurse specialist who performs". 
	 
	(e) Effective Date. -- The amendments made by this section shall apply to services furnished on or after January 1, 1991. 
	 
	SEC. 4025. CLARIFYING COVERAGE OF EYEGLASSES PROVIDED WITH INTRAOCULAR LENSES FOLLOWING CATARACT SURGERY. 
	(a) Coverage as a Prosthetic Device. -- Section 1861(s)(8) of the Social Security Act (42 U.S.C. 1395x(s)(8)) is amended by inserting before the semicolon at the end the following: "and including corrective eyeglasses provided with intraocular lenses following cataract surgery (but not including replacement for such eyeglasses)". 
	 
	(b) Clarification of Exclusion. -- Section 1862(a)(7) of such Act (42 U.S.C. 1395y(a)(7)) is amended by inserting "(other than eyeglasses described in section 1861(s)(8))" after 
	"eyeglasses" the first place it appears. 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to items and services furnished before, on, or after the date of the enactment of this Act. 
	 
	SEC. 4026. COVERAGE OF INJECTABLE DRUGS FOR TREATMENT OF OSTEOPOROSIS. 
	 
	(a) In General. -- Section 1861 of the Social Security Act (42 U.S.C. 1395x) is amended -- 
	 
	(1) in subsection (s)(2) -- 
	 
	(A) by striking "and" at the end of subparagraph (M), 
	 
	(B) by inserting "and" at the end of subparagraph (N), and 
	 
	(C) by inserting after subparagraph (N) the following new subparagraph: 
	 
	"(O) a covered osteoporosis drug and its administration (as defined in subsection (jj)) furnished on or after January 1, 1991, and on or before December 31, 1992; and"; and 
	 
	(2) by inserting after subsection (ii) the following new subsection: 
	 
	"COVERED OSTEOPOROSIS DRUG 
	 
	"(jj) The term 'covered osteoporosis drug' means an injectable drug approved for the treatment of a bone fracture related to post-menopausal osteoporosis provided to a patient if, in accordance with regulations promulgated by the Secretary -- 
	 
	"(1) the patient's attending physician certifies that the patient is unable to learn the skills needed to self-administer such drug or is otherwise physically or mentally incapable of self-administering such drug; and 
	 
	"(2) the patient meets the requirements for coverage of home health services described in 
	section 1814(a)(2)(C).". 
	 
	(b) Study of Effects of Coverage. -- 
	(1) In general. -- The Secretary of Health and Human Services shall conduct a study analyzing the effects of coverage of osteoporosis drugs under part B of title XVIII of the Social Security Act (as amended by subsection (a)) on patient health and the utilization of inpatient hospital and extended care services. 
	 
	(2) Report. -- By not later than March 1, 1992, the Secretary shall submit a report to Congress on the study conducted under paragraph (1), and shall include in such report such recommendations regarding expansion of coverage under the medicare program of items and services for individuals with post-menopausal osteoporosis as the Secretary considers appropriate. 
	 
	SEC. 4027. CONDITIONS FOR CATARACT SURGERY ALTERNATIVE PAYMENT DEMONSTRATION PROJECT. 
	 
	In carrying out any demonstration project to evaluate the effectiveness of alternative methods of payment for cataract surgery under title XVIII of the Social Security Act, the Secretary of Health and Human Services -- 
	 
	(1) may not select providers to participate in such demonstration project solely on the basis of the number of cataract surgeries performed; 
	 
	(2) shall monitor the quality of services provided under such demonstration project; and 
	 
	(3) shall develop criteria for the selection of providers to participate in such demonstration project in consultation with physicians specializing in the care and treatment of conditions of the eyes. 
	 
	Subpart C -- Miscellaneous Provisions 
	 
	SEC. 4031. MEDICARE CARRIER NOTICE TO STATE MEDICAL BOARDS. 
	 
	(a) In General. -- Section 1842(b)(3) of the Social Security Act (42 U.S.C. 1395u(b)(3)) is amended by inserting after subparagraph (H) the following new subparagraph: 
	 
	"(I) will refer cases of physician unethical or unprofessional conduct to the State medical board or boards responsible for the licensing of the physician involved;". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to cases of unethical or unprofessional conduct that a carrier becomes aware of more than 60 days after the date of the enactment of this Act. The Secretary of Health and Human Services shall provide for such modification of contracts under section 1842 of the Social Security Act as may be necessary to incorporate the additional requirement imposed by the amendment made by subsection (a) on a timely basis. 
	 
	SEC. 4032. TECHNICAL AND MISCELLANEOUS PROVISIONS RELATING TO PART B. 
	(a) Section 1833(o)(2)(D) of the Social Security Act (42 U.S.C. 1395l(o)(2)(D)) is amended by striking "one (or more, as specified by the Secretary) pairs" and inserting "one pair (or more pairs, as specified by the Secretary)". 
	 
	(b) Section 1839(a)(4) of such Act (42 U.S.C. 1395r(a)(4)) is amended by striking "which" after "age 65" the second place it appears. 
	 
	(c) Section 1842(b)(3) of such Act (42 U.S.C. 1395u(b)(3)) is amended -- 
	 
	(1) by striking "and" at the end of subparagraph (H), 
	 
	(2) by inserting "and" at the end of subparagraph (I), and 
	 
	(3) by redesignating subparagraph (L) as subparagraph (J). 
	 
	(d) Section 1861(s)(2)(B) of such Act (42 U.S.C. 1395x(s)(2)(B)) is amended by striking "and partial hospital services incident to such services" and by inserting "and partial hospitalization services" after "hospital services". 
	 
	(e) Section 1861(ii) of such Act (42 U.S.C. 1395x(ii)) is amended -- 
	[*H10156] (1) by inserting "furnished by a clinical psychologist (as defined by the Secretary)" after "means such services", and 
	 
	(2) by striking "his service furnished by a clinical psychologist (as defined by the Secretary)" and inserting "such services". 
	 
	PART 2 -- PROVISIONS RELATING TO PARTS A AND B 
	 
	Subpart A -- Peer Review Organizations 
	 
	SEC. 4101. PRO COORDINATION WITH CARRIERS. 
	 
	(a) In General. -- Section 1154 of the Social Security Act (42 U.S.C. 1320c-3) is amended by adding at the end the following new subsection: 
	 
	"(g) In carrying out coordinating activities under subsection (a)(10)(A) with carriers under section 1842, each organization shall provide, in a manner specified by the Secretary, for -- 
	 
	"(1) information exchange in accordance with specifications of the Secretary, 
	 
	"(2) development of common utilization and quality review claim edits and specific medical review criteria used to identify individual claims for review, and 
	 
	"(3) collaboration on the analysis of utilization trends and on the results of medical reviews and collaboration on the development of claim edit standards and review criteria.". 
	 
	(b) Carrier Coordination. -- Section 1842(b)(3) of such Act (42 U.S.C. 1395u(b)(3)) is amended by inserting after subparagraph (H) the following new subparagraph: 
	 
	"(I) will coordinate its activities with those of utilization and quality control peer review 
	organizations, in the manner specified by the Secretary in order to carry out section 1154(g); and". 
	 
	(c) Report. -- By not later than January 1, 1992, the Secretary of Health and Human Services shall submit a report to the Committees on Ways and Means and Energy and Commerce of the House of Representatives and the Committee on Finance of the Senate on the implementation of the amendments made by this section. 
	 
	SEC. 4102. CONFIDENTIALITY OF PEER REVIEW DELIBERATIONS. 
	 
	(a) In General. -- Section 1160(d) of the Social Security Act (42 U.S.C. 1320c-9(d)) is amended by adding at the end the following: "No document or other information produced by such an organization in connection with its deliberations in making determinations under section 1154(a)(1)(B) or 1156(a)(2) shall be subject to subpena or discovery in any administrative or civil proceeding; except that such an organization shall provide, upon request of a practitioner or other person adversely affected by such a d
	 
	(b) Effective Date. -- The amendments made by subsection (a) shall apply to all proceedings as of the date of the enactment of this Act. 
	 
	SEC. 4103. ROLE OF PEER REVIEW ORGANIZATIONS IN REVIEW OF HOSPITAL TRANSFERS. 
	 
	(a) In General. -- Section 1867(d) of the Social Security Act (42 U.S.C. 1395dd(d)) is amended by adding at the end the following new paragraph: 
	 
	"(4) Consultation with peer review organizations. -- 
	 
	"(A) In general. -- In considering allegations concerning violations of the requirements of this section in imposing sanctions under paragraph (1) or (2) in cases in which the concerns described in subparagraph (B) are raised, the Secretary shall request the appropriate utilization and quality control peer review organization (with a contract under part B of title XI) to review the medical condition of the individual involved and provide a report concerning its findings and professional opinions with respec
	 
	"(B) Concerns. -- The concerns described in this subparagraph are -- 
	 
	"(i) whether the individual had an emergency medical condition which had not been stabilized, and 
	 
	"(ii) if the individual was transferred, (I) whether, based upon the information available at the time of the transfer, the medical benefits reasonably expected from the provision of appropriate medical treatment at another medical facility outweighed the increased risks to the individual (and, in the case of labor, to the unborn child) from effecting the transfer, and (II) whether the transfer was an appropriate transfer (as defined in subsection (c)(2)).". 
	 
	(b) Conforming Amendment. -- Section 1154(a) of such Act (42 U.S.C. 1320c-4(a)) is amended by adding at the end the following new paragraph: 
	 
	"(16) The organization shall provide for a review and report to the Secretary when requested by the Secretary under section 1867(d)(4)(A). The organization shall provide reasonable notice of the review to the physician and hospital involved. Within the time period permitted by the Secretary, the organization shall provide a reasonable opportunity for discussion with the physician and hospital involved, and an opportunity for the physician and hospital to submit additional information, before issuing its rep
	 
	(c) Effective Date. -- The amendment made by subsection (a) shall take effect on the first day of the first month beginning more than 60 days after the date of the enactment of this Act. The amendment made by subsection (b) shall apply to contracts under part B of title XI of the Social Security Act as of the first day of the first month beginning more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4104. PEER REVIEW NOTICE. 
	 
	(a) Requirement. -- Section 1154(a)(9) of the Social Security Act (42 U.S.C. 1320c-3(a)(9)) is amended -- 
	 
	(1) by inserting "(A)" after "(9)", and 
	 
	(2) by adding at the end the following: 
	 
	"(B) The organization shall notify the State board or boards responsible for the licensing or disciplining of any physician when the organization submits a report and recommendations to the Secretary with respect to such physician under section 1156(b)(1).". 
	 
	(b) Disclosure. -- Section 1160(b)(1) of such Act (42 U.S.C. 1320c-9(b)(1)) is amended -- 
	 
	(1) by striking "and" at the end of subparagraph (B), 
	 
	(2) by adding "and" at the end of subparagraph (C), and 
	 
	(3) by adding at the end the following new subparagraph: 
	 
	"(D) to provide notice to the State medical board in accordance with section 1154(a)(9)(B) when the organization submits a report and recommendations to the Secretary under section 1156(b)(1) with respect to a physician whom the board is responsible for licensing;". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to notices of proposed sanctions issued more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4105. NOTICE TO STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS TAKEN. 
	 
	(a) In General. -- Section 1156(b) of the Social Security Act (42 U.S.C. 1320c-5(b)) is amended by adding at the end the following new paragraph: 
	 
	"(6) When the Secretary effects an exclusion of a physician under paragraph (2), the Secretary shall notify the State board responsible for the licensing of the physician of the exclusion.". 
	 
	(b) Effective Date. -- The amendments made by this section shall apply to sanctions effected more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4106. TREATMENT OF OPTOMETRISTS AND PODIATRISTS. 
	 
	(a) In General. -- Section 1154 of the Social Security Act (42 U.S.C. 1320c-3) is amended -- 
	 
	(1) in subsection (a)(7)(A)(i), by inserting ", optometry, or podiatry" after "dentistry"; and 
	 
	(2) in subsection (c), by striking "or dentistry" each place it appears and inserting "dentistry, optometry, or podiatry". 
	 
	(b) Effective Date. -- The amendments made by paragraph (1) shall apply to contracts entered into or renewed on or after the date of the enactment of this Act. 
	 
	Subpart B -- Other Provisions 
	 
	SEC. 4121. EXTENSION OF SECONDARY PAYOR PROVISIONS. 
	 
	(a) Extension of Renal Disease Period From 12 to 18 Months. -- Section 1862(b)(1)(C) of the Social Security Act (42 U.S.C. 1395y(b)(1)(C)) is amended by striking "12-month period" each place it appears and inserting "18-month period". 
	 
	(b) Elimination of Sunset for Transfer of Data Provision. -- Section 1862(b)(5)(C) of such Act (42 U.S.C. 1395y(b)(5)(C)) is amended by striking clause (iii). 
	 
	(c) Elimination of Sunset on Application to Disabled Beneficiaries. -- 
	 
	(1) In general. -- Section 1862(b)(1)(B) of such Act (42 U.S.C. 1395y(b)(1)(B)) is amended -- 
	 
	(A) in clause (i), by striking "(iv)(II)" and "(iv)(I)" and inserting "(iii)(II)" and "(iii)(I)", 
	respectively, 
	 
	(B) by striking clause (iii), and 
	 
	(C) by redesignating clause (iv) as clause (iii). 
	 
	(2) Conforming amendments. -- Paragraphs (1), (2), and (3)(B) of section 1837(i) of such Act (42 U.S.C. 1395p(i)) and section 1839(b) of such Act (42 U.S.C. 1395r(b)) are each amended by striking "1862(b)(1)(B)(iv)" and inserting "1862(b)(1)(B)(iii)". 
	 
	(d) Effective Dates. -- 
	 
	(1) The amendment made by subsection (a) shall apply to group health plans for plan years beginning on or after January 1, 1991. 
	 
	(2) The amendments made by subsections (b) and (c) shall take effect on the date of the 
	enactment. 
	 
	SEC. 4122. HEALTH MAINTENANCE ORGANIZATIONS. 
	 
	(a) Permitting Retroactive Enrollment of Certain Retirees. -- 
	 
	(1) In general. -- Section 1876(c)(3)(B) of the Social Security Act (42 U.S.C. 1395mm(c)(3)(B)) is amended -- 
	 
	(A) by inserting "(i)" after "(B)", and 
	 
	(B) by adding at the end the following new clauses: 
	 
	"(ii) Regulations under clause (i) shall provide that, in the case of an individual who, at the time of retirement from employment, is enrolled with an eligible organization (which has a risksharing contract under this section) under a health benefit plan operated, sponsored, or contributed to, by the individual's employer or former employer, the enrollment may be made effective [*H10157] as of the first month of such retirement if such enrollment occurs not later than 3 months after the date of the retirem
	 
	"(iii) Such regulations shall provide that, in the case of an individual who, at the time the 
	individual's spouse retires from employment, is enrolled with an eligible organization (which has a risk-sharing contract under this section) under a health benefit plan operated, sponsored, or contributed to, by the employer or former employer of the individual's spouse, the enrollment may be made effective as of the first month of such retirement if such enrollment occurs not later than 3 months after the date of the retirement of the individual's spouse.". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall take effect on the date of the enactment of this Act. 
	 
	(b) Prohibiting Certain Employer Marketing Activities. -- 
	 
	(1) In general. -- Section 1862(b)(3) of such Act (42 U.S.C. 1395y(b)(3)) is amended by adding at the end the following new subparagraph: 
	 
	"(C) Prohibition of financial incentives not to enroll in a group health plan. -- It is unlawful for an employer or other entity to offer any financial or other incentive for an individual not to enroll (or to terminate enrollment) under a group health plan which would (in the case of such enrollment) be a primary plan (as defined in paragraph (2)(A)), unless such incentive is also offered to all individuals who are eligible for coverage under the plan. Any entity that violates the previous sentence is subj
	 
	(2) Effective date. -- The amendment made by paragraph (1) shall apply to incentives offered on or after the date of the enactment of this Act. 
	 
	(c) Patient's Right to Participate in and Direct Health Care Decisions. -- 
	 
	(1) Requirement for eligible organizations. -- Section 1876(c) of the Social Security Act (42 U.S.C. 1395mm(c)) is amended -- 
	 
	(A) in subsection (c), by adding at the end the following new paragraph: 
	 
	"(8) A contract under this section shall provide that the eligible organization shall meet the requirement of subsection (k) (relating to maintaining written policies and procedures respecting advance directives).", and 
	 
	(B) by adding at the end the following new subsection: 
	 
	"(k)(1) For purposes of subsection (c)(8), the requirement of this subsection is that an eligible organization maintain written policies and procedures with respect to all adult individuals receiving medical care by or through the organization -- 
	 
	"(A) to provide written information to each such individual concerning -- 
	 
	"(i) an individual's rights under State law (whether statutory or as recognized by the courts of the State) to make decisions concerning such medical care, including the right to accept or refuse medical or surgical treatment and the right to formulate advance directives (as defined in paragraph (3)), and 
	 
	"(ii) the written policies of the organization respecting the implementation of such rights; 
	 
	"(B) to document in the individual's medical record whether or not the individual has executed an advance directive; 
	 
	"(C) not to condition the provision of care or otherwise discriminate against an individual based on whether or not the individual has executed an advance directive; 
	 
	"(D) to ensure compliance with requirements of State law respecting advance directives at facilities of the organization; and 
	 
	"(E) to provide (individually or with others) for education for staff and the community on issues concerning advance directives. Subparagraph (C) shall not be construed as requiring the provision of care which conflicts with an advance directive. 
	 
	"(2) The written information described in paragraph (1)(A) shall be provided to an adult 
	individual at the time of enrollment of the individual with the organization. 
	 
	"(3) In this subsection, the term 'advance directive' means a written instruction, such as a living will or durable power of attorney for health care, recognized under State law and relating to the provision of such care when the individual is incapacitated.". 
	 
	(2) Application to other prepaid organizations. -- Section 1833 of such Act (42 U.S.C. 1395l) is amended by adding at the end the following new subsection: 
	 
	"(r) The Secretary may not provide for payment under subsection (a)(1)(A) with respect to an organization unless the organization provides assurances satisfactory to the Secretary that the organization meets the requirement of section 1876(k) (relating to maintaining written policies and procedures respecting advance directives).". 
	 
	(3) Effective date. -- The amendments made by this subsection shall apply to contracts under section 1876 of the Social Security Act and payments under section 1833(a)(1)(A) of such Act as of first day of the first month beginning more than 1 year after the date of the enactment of this Act. 
	 
	SEC. 4123. DEMONSTRATION PROJECT FOR PROVIDING STAFF ASSISTANTS TO HOME DIALYSIS PATIENTS. 
	 
	(a) Establishment. -- Not later than 6 months after the date of the enactment of this Act, the Secretary of Health and Human Services shall establish and carry out a demonstration project to determine whether the services of a home dialysis aide providing medical assistance to a patient during hemodialysis treatment at the patient's home may be covered under the medicare program in a cost-effective manner that ensures patient safety. 
	 
	(b) Payments to Participating Providers and Facilities. -- 
	 
	(1) Services for which payment may be made. -- Under the demonstration project established under subsection (a), the Secretary shall make payments for 2 years under title XVIII of the Social Security Act to a provider of services (other than a skilled nursing facility) or a renal dialysis facility located in an urban area and to a provider of services (other than a skilled nursing facility) or a renal dialysis facility located in a rural area for services of a qualified home dialysis aide providing medical 
	 
	(2) Amount of payment. -- (A) Subject to subparagraph (B), payment to a provider of services or renal dialysis facility participating in the demonstration project established under subsection (a) for the services described in paragraph (1) shall be equal to a rate prospectively determined by the Secretary and shall be made on a per treatment basis. 
	 
	(B) The per treatment amount of payment made under the demonstration project for services provided to a patient may not exceed the amount of payment that would be made under title XVIII of the Social Security Act for ambulance service provided to the patient for transportation to and from the provider of services or renal dialysis facility. 
	 
	(c) Individuals Eligible to Receive Services Under Project. -- An individual may receive services from a provider of services or renal dialysis facility participating in the demonstration project if –  
	 
	(1) the individual is an end stage renal disease patient entitled to benefits under title XVIII of the Social Security Act; 
	 
	(2) the individual's attending physician certifies that the individual suffers from a permanent, serious medical condition (as specified by the Secretary) that precludes travel to and from a provider of services or renal dialysis facility; and 
	 
	(3) no family member or other individual is available or able to provide such assistance to the individual. 
	 
	(d) Qualifications for Home Dialysis Aides. -- For purposes of subsection (b), a home dialysis aide is qualified if the aide -- 
	 
	(1) meets requirements developed by the Secretary for home dialysis aides providing medical assistance during hemodialysis treatment at an individual patient's home; or 
	 
	(2) meets any applicable standards established by the State in which the aide is providing such assistance. 
	 
	(e) Report. -- Not later than 6 months after the expiration of the demonstration project 
	established under subsection (a), the Secretary shall submit to Congress a report on the results of the project, and shall include in such report recommendations regarding appropriate eligibility criteria and cost-control mechanisms for medicare coverage of the services of a home dialysis aide providing medical assistance to a patient during hemodialysis treatment at the patient's home. 
	 
	(f) Authorization of Appropriations. -- There are authorized to be appropriated not more than $2,000,000 to carry out the demonstration project established under subsection (a). 
	 
	SEC. 4124. EXTENSION OF REPORTING DEADLINE FOR ALZHEIMER'S DISEASE DEMONSTRATION PROJECT. 
	 
	Section 9342(d)(2) of the Omnibus Budget Reconciliation Act of 1986 is amended by striking "upon completion" and inserting "not later than 1 year after completion". 
	 
	SEC. 4125. MISCELLANEOUS TECHNICAL CORRECTIONS. 
	 
	Effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1987, section 1891(a)(3)(D)(iii) of the Social Security Act (42 U.S.C. 1395bbb(a)(3)(D)(iii)) is amended -- 
	 
	(1) by inserting ", within the previous 2 years," after "which has been determined"; and 
	 
	(2) by striking "the requirements specified in or pursuant to section 1861(o) or subsection (a) within the previous 2 years" and inserting "(I) subparagraph (A), (B), or (C), or (II) has been subject to an extended (or partial extended) survey under subsection (c)(2)(D)". 
	 
	PART 3 -- PROVISIONS RELATING TO BENEFICIARIES 
	 
	SEC. 4201. PART B PREMIUM. 
	 
	(a) $1 Increase in Premium for 1991. -- Notwithstanding any other provision of law, but subject to subsections (b) and (f) of section 1839 of the Social Security Act, the amount of the monthly premium under such section, applicable for individuals enrolled under part B of title XVIII of such title for 1991, shall be increased by $1 above the amount of such premium otherwise determined under section 1839(a)(3) of such Act. 
	[*H10158] (b) Premium for Years 1992 Through 1995. -- Section 1839(e) of the Social Security Act (42 U.S.C. 1395r(e)) is amended -- 
	 
	(1) in paragraph (1), by inserting "and for each month after December 1991 and prior to January 1996" after "January 1991", and 
	 
	(2) in paragraph (2), by striking "1991" and inserting "1996". 
	 
	SEC. 4202. PART B DEDUCTIBLE. 
	 
	Effective beginning with 1991, section 1833(b) of the Social Security Act (42 U.S.C. 1395l) is amended by striking "$75" and inserting "$100". 
	 
	PART 4 -- STANDARDS FOR MEDICARE SUPPLEMENTAL INSURANCE POLICIES 
	 
	SEC. 4301. SIMPLIFICATION OF MEDICARE SUPPLEMENTAL POLICIES. 
	 
	(a) In General. -- Section 1882 of the Social Security Act (42 U.S.C. 1395ss) is amended -- 
	 
	(1) in subsection (b)(1)(B), by striking "through (4)" and inserting "through (5)"; 
	 
	(2) in subsection (c) -- 
	 
	(A) by striking "and" at the end of paragraph (3), 
	 
	 
	(B) by striking the period at the end of paragraph (4) and inserting "; and", and 
	 
	(C) by inserting after paragraph (4) the following new paragraph: 
	 
	"(5) meets the requirements of subsection (o)."; and 
	 
	(3) by adding at the end the following new subsections: 
	 
	"(o) The requirements of this subsection are as follows: 
	 
	"(1)(A) Each medicare supplemental policy shall provide for coverage of a group of benefits consistent with subsection (p)(1). 
	 
	"(B) If the medicare supplemental policy provides for coverage of a group of benefits other than the core group of basic benefits described in subsection (p)(2)(B), the issuer of the policy must make available to the individual a medicare supplemental policy with only such core group of basic benefits. 
	 
	"(C) The issuer of the policy has provided, before the sale of the policy, a summary information sheet which describes -- 
	 
	"(i) the benefits and premium under the policy, and 
	 
	"(ii) the average ratio of benefits provided to premiums collected for the most recent 3-year period in which the policy is in effect (or, for a policy that has not been in effect for 3 years, the average ratio of benefits provided to premiums collected that is expected during the 3rd year of the policy).  
	 
	Such summary information shall be on a standard form approved by the State (in consultation with the Secretary) consistent with the subsection (d)(3)(D). 
	 
	"(2)(A) Each medicare supplemental policy shall be guaranteed renewable and -- 
	 
	"(i) the issuer may not cancel or nonrenew the policy solely on the ground of health status of the individual; and 
	 
	"(ii) the issuer shall not cancel or nonrenew the policy for any reason other than nonpayment of premium or material misrepresentation. 
	 
	"(B) If the medicare supplemental policy is terminated by the group policyholder and is not replaced as provided under subparagraph (D), the issuer shall offer certificateholders an individual medicare supplemental policy which (at the option of the certificateholder) – 
	 
	"(i) provides for continuation of the benefits contained in the group policy, or 
	 
	"(ii) provides for such benefits as otherwise meets the requirements of this section. 
	 
	"(C) If an individual is a certificateholder in a group medicare supplemental policy and the individual terminates membership in the group, the issuer shall -- 
	 
	"(i) offer the certificateholder the conversion opportunity described in subparagraph (B), or 
	 
	"(ii) at the option of the group policyholder, offer the certificateholder continuation of coverage under the group policy. 
	 
	"(D) If a group medicare supplemental policy is replaced by another group medicare 
	supplemental policy purchased by the same policyholder, the succeeding issuer shall offer coverage to all persons covered under the old group policy on its date of termination. Coverage under the new group policy shall not result in any exclusion for preexisting conditions that would have been covered under the group policy being replaced. 
	 
	"(3)(A) Each medicare supplemental policy shall provide that benefits and premiums under the policy shall be suspended for any period in which the policyholder has applied for and is determined to be entitled to medical assistance under title XIX of the Social Security Act, but only if the policyholder notifies the issuer of such policy within 90 days after the date the individual becomes entitled to such assistance. If such suspension occurs and if the policyholder loses entitlement to such medical assista
	 
	"(B) Nothing in this section shall be construed as affecting the authority of a State, under title XIX of the Social Security Act, to purchase a medicare supplemental policy for an individual otherwise entitled to assistance under such title. "(p)(1)(A) If, within 9 months after the date of the enactment of this subsection, the National Association of Insurance Commissioners (in this subsection referred to as the 'Association') promulgates – 
	 
	"(i) limitations on the groups or packages of benefits that may be offered under a medicare supplemental policy consistent with paragraphs (2) and (3) of this subsection, 
	 
	"(ii) uniform language and definitions to be used with respect to such benefits, 
	 
	"(iii) uniform format to be used in the policy with respect to such benefits, and 
	 
	"(iv) transitional requirements consistent with paragraph (4), 
	 
	(such limitations, language, definitions, format, and requirements referred to collectively in this subsection as 'NAIC simplification standards'), subsection (g)(2)(A) shall be applied in each State, effective for policies issued to policyholders on and after the date specified in subparagraph (C), as if the reference to the Model Regulation adopted on June 6, 1979, included a reference to the NAIC simplification standards. 
	 
	"(B) If the Association does not promulgate NAIC simplification standards within the 9-month period specified in subparagraph (A), the Secretary shall promulgate, not later than 9 months after the end of such period, limitations, language, definitions, format, and requirements described in clauses (i) through (iv) of such subparagraph (in this subsection referred to collectively as 'Federal simplification standards') and subsection (g)(2)(A) shall be applied in each State, effective for policies issued to p
	 
	"(C)(i) Subject to clause (ii), the date specified in this subparagraph for a State is the date the State adopts the NAIC simplification standards or the Federal simplification standards or 1 year after the date the Association or the Secretary first adopts such standards, whichever is earlier. 
	"(ii) In the case of a State which the Secretary identifies, in consultation with the Association, as -- 
	 
	"(I) requiring State legislation (other than legislation appropriating funds) in order for medicare supplemental policies to meet the NAIC or Federal simplification standards, but 
	 
	"(II) having a legislature which is not scheduled to meet in 1992 in a legislative session in which such legislation may be considered, the date specified in this subparagraph is the first day of the first calendar quarter beginning after the close of the first legislative session of the State legislature that begins on or after January 1, 1992. 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 regu
	 
	"(D) Notwithstanding any other provision of this section, no medicare supplemental policy may be sold, issued, or renewed in a State unless -- 
	 
	"(i) the State's regulatory program under subsection (b)(1) provides for the application and enforcement of the standards and requirements set forth in such subsection (including the NAIC simplification standards or the Federal simplification standards (as the case may be)) by the date specified in subparagraph (C); or 
	 
	"(ii) if the State's program does not provide for the application and enforcement of such 
	standards and requirements, the Secretary has determined that the policy meets the standards and requirements set forth in subsection (c) (including such applicable simplification standards) by such date. 
	 
	Any person who issues or sells a medicare supplemental policy, after the effective date of the NAIC or Federal simplification standards with respect to the policy, in violation of this subparagraph is subject to a civil money penalty of not to exceed $25,000 for each such violation. The provisions of section 1128A (other than the first sentence of subsection (a) and other than subsection (b)) shall apply to a civil money penalty under the previous sentence in the same manner as such provisions apply to a pe
	 
	"(E) In promulgating simplification standards under this paragraph, the Association or Secretary shall consult with a working group composed of representatives of issuers of medicare supplemental policies, consumer groups, medicare beneficiaries, and other qualified individuals. Such representatives shall be selected in a manner so as to assure balanced representation among the interested groups. 
	 
	"(F) If benefits (including deductibles and coinsurance) under this title are changed and the Secretary determines, in consultation with the Association, that changes in the NAIC or Federal simplification standards are needed to reflect such changes, the preceding provisions of this paragraph shall apply to the modification of simplification standards previously established in the same manner as they applied to the original establishment of such standards. 
	"(2) The benefits under the NAIC or Federal simplification standards shall provide -- 
	 
	"(A) for such groups or packages of benefits as may be appropriate taking into account the considerations specified in paragraph (4) and the requirements of the succeeding 
	subparagraphs; 
	 
	"(B)(i) for identification of a core group of basic benefits (not including payment of [*H10159] any deductibles), common to all policies, and 
	 
	"(ii) for identification of a group of benefits including the core group of basic benefits and common additional benefits; and 
	 
	"(C) that, subject to paragraph (5), the total number of different benefit packages (counting the core group of basic benefits described in subparagraph (B)(i), the group of benefits identified in subparagraph (B)(ii), and each other combination of benefits that may be offered as a separate benefit package) that may be established in all the States and by all issuers shall not exceed 10. 
	 
	"(3) The benefits under paragraph (2) shall, to the extent possible -- 
	 
	"(A) provide for benefits that offer consumers the ability to purchase the benefits that are 
	available in the market as of the date of the enactment of this subsection; and 
	 
	"(B) balance the objectives of (i) simplifying the market to facilitate comparisons among policies, (ii) avoiding adverse selection, (iii) providing consumer choice, (iv) providing market stability, and (v) promoting competition. 
	 
	"(4) For purposes of paragraph (1)(A)(iv), the transitional requirements of this paragraph are that, in the case of a medicare supplemental policy which was issued to a policyholder before the effective date of the NAIC or Federal simplification standards and which do not meet such standards, any renewal of such policy shall be deemed to be the issuance of a policy in violation of this subsection unless the issuer offers to the policyholder, not later than 60 days before the effective date of the renewal, 2
	 
	"(A) complies with such standards, 
	 
	"(B) waives any time periods applicable to preexisting conditions, waiting period, elimination periods and probationary periods in the policy for similar benefits to the extent such time was spent under the policy being replaced, and 
	 
	"(C) provides for classification of premiums on terms that are at least as favorable to the 
	policyholder as the premium classification terms that applied to the policyholder as of such effective date, and one of which provides for the core group of basic benefits described in paragraph (2)(B)(i) and the other of which provides benefits described in paragraph (2)(B)(ii). 
	"(5)(A) The Secretary may, upon application by a State, waive the requirements of this 
	subsection to permit the issuance and sale of a medicare supplemental policy which does not comply with the respective NAIC or Federal simplification standards for a period of up to 3 years in order to demonstrate the offering of new or innovative benefits as part of the policy. Such new or innovative benefits may include managed care features. 
	 
	"(B) In the case of any such waiver, the Secretary shall evaluate the appropriateness of the new or innovative benefits offered and determine if the addition of a new group of such benefits to the NAIC or Federal simplification standards previously established would further the purposes of this subsection. If such determination is made, subject to subparagraph (C), the Secretary shall request the Association to modify the NAIC simplification standards or to recommend modification of the Federal simplificati
	 
	"(C) Not more than 3 additional groups of benefits may be added under subparagraph (B). 
	 
	"(6)(A) Except as provided in subparagraph (B), this subsection shall not be construed as 
	preventing a State from restricting the groups or packages of benefits (of those meeting the standards) that may be offered in medicare supplemental policies in the State. 
	 
	"(B) A State may not restrict under subparagraph (A) the offering of a medicare supplemental policy in which the benefits consist only of the core group of basic benefits described in paragraph (2)(B)(i) or the group of benefits described in paragraph (2)(B)(ii). 
	 
	"(C) This subsection shall not be construed as preventing an issuer of a medicare supplemental policy from providing, through an arrangement with a vendor, for discounts from that vendor to policyholder or certificateholders for the purchase of items or services not covered under its medicare supplemental policies. 
	 
	"(8) The Secretary shall request the Association to establish an educational program in order to educate consumers on the simplification standards developed and applied under this subsection. 
	 
	"(9) The Comptroller General shall examine the effectiveness of the medicare supplemental policy simplification program established under this subsection and the impact of the program on consumer protection, health benefit innovation, consumer choice, and health care costs. By not later than 4 years after the date of the enactment of this subsection, the Comptroller General shall submit to Congress a report on such examination and shall include in the report such recommendations on the appropriate roles of 
	(b) Periodic Review of State Regulatory Programs. -- Section 1882(b) of such Act is amended -- 
	 
	(1) in paragraph (1), by striking "Supplemental Health Insurance Panel (established under 
	paragraph (2))" and inserting "the Secretary", 
	 
	(2) in paragraph (1), by striking "the Panel" and inserting "the Secretary", 
	 
	(3) in subparagraphs (A) and (D) of paragraph (1), by inserting "and enforcement" after 
	"application", and 
	 
	(4) by amending paragraph (2) to read as follows: 
	 
	"(2) The Secretary periodically shall review State regulatory programs to determine if they continue to meet the standards and requirements specified in paragraph (1). If the Secretary finds that a State regulatory program no longer meets the standards and requirements, before making a final determination, the Secretary shall provide the State an opportunity to adopt such a plan of correction as would permit the State regulatory program to continue to meet such standards and requirements. If the Secretary m
	 
	SEC. 4302. REQUIRING APPROVAL OF STATE FOR SALE IN THE STATE. 
	 
	(a) In General. -- Section 1882(d)(4)(B) of the Social Security Act (42 U.S.C. 1395ss(d)(4)(B)) is amended -- 
	 
	(1) in the first sentence, by inserting before the period at the end the following: "(in the case of a State with an approved regulatory program) or (in the case of a State without such aprogram) has not been approved by the Secretary", and 
	 
	(2) by amending the second sentence to read as follows: "Nothing in this section shall be 
	construed as to affect the right of any State to regulate medicare supplemental policies which, under the provisions of this section, are considered to be issued in another State.". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to policies mailed, or caused to be mailed, on and after July 1, 1991. 
	 
	SEC. 4303. PREVENTING DUPLICATION. 
	 
	(a) In General. -- Subsection (d)(3) of section 1882 of the Social Security Act (42 U.S.C. 1395ss) is amended -- 
	 
	(1) in subparagraph (A) -- 
	 
	(A) by striking "Whoever knowingly sells" and inserting "It is unlawful for a person to sell or issue", 
	 
	(B) by striking "substantially", 
	 
	(C) by striking ", shall be fined" and inserting ". Whoever violates the previous sentence shall be fined", 
	 
	(D) in subparagraph (A), by inserting "or title XIX" after "other than this title", 
	 
	(E) in subparagraph (A), by striking "$5,000" and inserting "$25,000", and 
	 
	(F) in subparagraph (A), by adding at the end the following: "Any person aggrieved by a 
	violation of this subsection may in a civil action recover threefold the damages such person sustained as a result of such violation, any other appropriate relief (including punitive damages), and the costs of the suit (including reasonable attorney's fees)."; 
	 
	(2) by amending subparagraph (B) to read as follows: 
	 
	"(B)(i) It is unlawful for a person to issue or sell a medicare supplemental policy to an individual entitled to benefits under part A or enrolled under part B, whether directly, through the mail, or otherwise, unless -- 
	 
	"(I) the person obtains from the individual, as part of the application for the issuance or 
	purchase and on a form described in subclause (II), a written statement signed by the individual stating, to the best of the individual's knowledge, what health insurance policies the individual has, from what source, and whether the individual is entitled to any medical assistance under title XIX, whether as a qualified medicare beneficiary or otherwise, and 
	 
	"(II) the written statement is accompanied by a written acknowledgment, signed by the seller of the policy, of the request for and receipt of such statement. 
	 
	"(ii) The statement required by clause (i) shall be made on a form that -- 
	 
	"(I) states (in a prominent manner described by the Secretary) the following: 'A medicare 
	beneficiary does not need more than one medicare supplemental policy. If you are 65 years of age or older, you may be eligible for benefits under your State medicaid program. If you are eligible for medicaid benefits, you do not need a medicare supplemental policy. If you are enrolled with the medicaid program and have a medicare supplemental policy, you can suspend your medicare supplemental policy (including premium payments) while receiving Medicaid benefits if you provide notice to the insurer within 90
	 
	"(II) states that counseling services may be available in the State to provide advice concerning the purchase of medicare supplemental policies and enrollment under the medicaid program, and may provide the telephone number for such services. 
	 
	[*H10160] "(iii)(I) Except as provided in subclause (II), if the statement required by clause (i) is not obtained or indicates that the individual has another medicare supplemental policy or indicates that the individual is entitled to any medical assistance under title XIX, it is unlawful to sell or issue such a policy. 
	 
	"(II) Subclause (I) shall not apply in the case of an individual who has another medicare 
	supplemental policy and who is not entitled to medicaid benefits, if the individual indicates in writing, as part of the application for purchase, that the policy being purchased replaces such other policy and indicates an intent to terminate the policy being replaced when the new policy becomes effective. 
	 
	"(iv) Whoever issues or sells a medicare supplemental policy in violation of this subparagraph shall be fined under title 18, United States Code, or imprisoned not more than 5 years, or both, and, in addition to or in lieu of such a criminal penalty, is subject to a civil money penalty of not to exceed $25,000 for each such failure."; and 
	(3) by adding at the end the following: 
	 
	"(D)(i) Anyone who sells a medicare supplemental policy to an individual shall make available for sale to the individual both a medicare supplemental policy with only the core group of basic benefits (described in subsection (p)(2)(B)(i)) and a medicare supplemental policy with the benefits described in subsection (p)(2)(B)(ii). 
	 
	"(ii) Anyone who sells a medicare supplemental policy to an individual shall provide the 
	individual, before the sale of the policy, a summary information sheet which describes the benefits under the policy. Such summary information shall be on a standard form approved by the State regulatory program or the Secretary (as the case may be) consistent with the NAIC or Federal simplification standards under subsection (p)(1). 
	 
	"(iii) Whoever sells a medicare supplemental policy in violation of this subparagraph is subject to a civil money penalty of not to exceed $25,000 for each such violation.". 
	 
	(b) Conforming Amendment. -- Section 1882(d)(5) of such Act is amended by inserting  
	"(3)(B), (3)(D)," after "(3)(A),". 
	 
	(c) Increase in Other Civil Money Penalties. -- Paragraphs (1) and (4)(A) of section 1882(d) of such Act are amended by striking "$5,000" and inserting "$25,000". 
	 
	(d) Effective Date. -- The amendments made by this section shall apply to policies issued or sold more than 1 year after the date of the enactment of this Act. 
	 
	SEC. 4304. LOSS RATIOS. 
	 
	(a) In General. -- Section 1882 of the Social Security Act (42 U.S.C. 1395ss) is amended -- 
	 
	(1) in subsection (c), by amending paragraph (2) to read as follows: 
	 
	"(2) meets the requirements of subsection (q);"; 
	 
	(2) by striking the last sentence of subsection (c); and 
	 
	(3) by adding at the end the following new subsection: 
	 
	"(q)(1) A medicare supplemental policy or health insurance policy that is an indemnity  
	policy or a dread disease policy (as defined by the Secretary in consultation with the National Association of Insurance Commissioners) may not be issued or sold in any State unless – 
	 
	"(A) the policy has returned (as determined for the most recent 3-year period ending with the year in which the policy is issued or renewed, on the basis of incurred claims experience and earned premiums for such periods and in accordance with accepted actuarial principles and practices and standards developed by the National Association of Insurance Commissioners) to policyholders in the form of aggregate benefits provided under the policy, at least 75 percent of the aggregate amount of premiums collected 
	 
	"(B) any premium increase (or the initial establishment of the premium) is made in a manner consistent with paragraph (2); and 
	 
	"(C) the issuer of the policy (i) annually submits to the State information with respect to the actual ratio of aggregate benefits provided to aggregate premiums on forms conforming to those developed by the National Association of Insurance Commissioners for such purpose, and (ii) annually provides a proportional credit, based on the premium paid and in accordance with paragraph (3), of the amount of premiums received necessary to assure that the ratio of aggregate benefits to the aggregate premiums collec
	 
	"(2)(A) It is unlawful for an insurer to increase the premiums charged for a medicare 
	supplemental policy (or to issue a policy and charge premiums) unless -- 
	 
	"(B) the issuer has submitted to the State (at such time as the State may specify, but not earlier than 90 days in advance of such proposed effective date) the proposed premium amounts in advance of the proposed effective date of the premiums; and 
	 
	 
	"(C) the issuer has included, as part of the submission under subparagraph (B), information, certified as accurate by an actuary, that establishes that the premium amounts are reasonable in relation to the benefits and that the resulting ratio of benefits to premiums will meet the requirement specified in paragraph (1)(A). 
	 
	"(3)(A) Paragraph (1)(C) shall be applied with respect to each type of policy by policy number. Paragraph (1)(C) shall not apply to a policy with respect to the first 2 years in which it is in effect. The National Association of Insurance Commissioners is requested to submit to Congress a report containing recommendations on adjustments in the percentages under paragraph (1)(A) that may be appropriate in order to apply paragraph (1)(C) to the first 2 years in which policies are effective. 
	 
	"(B) A credit required under paragraph (1)(C) shall be made to each individual who continues to be a policyholder or certificateholder not later than the first premium charged more than 6 months after the close of the year involved. The total amount of such credits shall be sufficient to meet the requirement of paragraph (1)(A). 
	 
	"(C) Such a credit shall include interest from the end of the policy year involved until the date of the credit at a rate, specified by the Secretary for this purpose from time to time, that is not less than the average rate of interest for 13-week Treasury notes. 
	 
	"(4) The provisions of this subsection do not preempt a State from -- 
	 
	"(A) requiring a higher percentage than that specified in paragraph (1)(A), or 
	 
	"(B) requiring the review or approval of premiums not otherwise required to be reviewed or approved under paragraph (2) or providing additional requirements for the approval of 
	premiums. 
	 
	"(5)(A) The Comptroller General shall periodically, not less often than once every 3 years, perform audits with respect to the compliance of medicare supplemental policies with the requirements of paragraph (1) and shall report the results of such audits to the State involved and to the Secretary. 
	 
	"(B) The Secretary may independently perform such compliance audits. 
	 
	"(6)(A) A person who issues or sells a policy in violation of paragraph (1) is subject to a civil money penalty of not to exceed $25,000 for each such violation. The provisions of section 1128A (other than the first sentence of subsection (a) and other than subsection (b)) shall apply to a civil money penalty under the previous sentence in the same manner as such provisions apply to a penalty or proceeding under section 1128A(a). 
	 
	"(B) Each issuer of a policy subject to the requirements of paragraph (1)(C) shall be liable to policyholders for credits required under such paragraph.". 
	 
	(b) Assuring Access to Loss Ratio Information. -- Section 1882(b)(1)(C) of such Act (42 U.S.C. 1395ss(b)(1)(C)) is amended by striking the semicolon at the end and inserting a comma and the following: 
	 
	"and that a copy of each such policy, the most recent premium for each such policy, and a listing of the ratio of benefits provided to premiums collected for the most recent 3-year period for each such policy issued or sold in the State is maintained and made available to interested persons;". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to policies sold or issued more than 1 year after the date of the enactment of this Act. 
	 
	SEC. 4305. LIMITATIONS ON CERTAIN SALES COMMISSIONS. 
	 
	(a) In General. -- Section 1882(d) of the Social Security Act is amended -- 
	 
	(1) in paragraph (5) -- 
	 
	(A) by striking "and (4)(A)" and inserting "(4)(A), and (5)(A)", and 
	 
	(B) by redesignating such paragraph as paragraph (6); and 
	 
	(2) by inserting after paragraph (4) the following new paragraph: 
	 
	"(5)(A) It is unlawful for a person who provides for a commission or other compensation to an agent or other representative with respect to the sale of a medicare supplemental policy (orcertificate) -- 
	 
	"(i) to provide for a first year commission or other first year compensation that exceeds 200 percent of the commission or other compensation for the selling or servicing of the policy or certificate in a second or subsequent year, or 
	 
	"(ii) to provide for compensation with respect to replacement of such a policy or certificate that is greater than the compensation that would apply to the renewal of the policy or certificate. Whoever violates the previous sentence shall be fined under title 18, United States Code, or imprisoned not more than 5 years, or both, and, in addition to or in lieu of such a criminal penalty, is subject to a civil money penalty of not to exceed $25,000 for each such prohibited act. 
	 
	"(B) In this paragraph the term 'compensation' includes pecuniary and nonpecuniary 
	compensation of any kind relating to the sale or renewal of a policy or certificate and specifically includes bonuses, gifts, prizes, awards, and finders' fees.". 
	 
	(b) Effective Date. -- The amendments made by subsection (a) shall apply to compensation provided on or after 1 year after the date of the enactment of this Act.  
	 
	SEC. 4306. CLARIFICATION OF TREATMENT OF PLANS OFFERED BY HEALTH MAINTENANCE ORGANIZATIONS. 
	 
	(a) In General. -- The first sentence of section 1882(g)(1) of the Social Security Act is amended by inserting before the period at the end the following: "and does not include [*H10161] a policy or plan of a health maintenance organization or other direct service organization which offers benefits under this title, including such services under a contract under section 1833 or 1876". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date of the enactment of this Act. 
	 
	SEC. 4307. PROHIBITION OF CERTAIN DISCRIMINATORY PRACTICES. 
	 
	(a) In General. -- Section 1882(o) of the Social Security Act, as added by section 4111(a)(2) of this Act, is amended by inserting after paragraph (4) the following new paragraph: 
	 
	"(5)(A) Except as provided in this paragraph, an entity that issues medicare supplemental 
	policies in a State shall offer any individual who is 65 years of age or older and who resides in the State, upon request of the individual made during the 6-month period beginning with the first month in which the individual has attained such age and is enrolled under part B, the opportunity of enrolling in a medicare supplemental policy which provides for a core group of basic benefits (described in subsection (p)(2)(B)(i)) and a medicare supplemental policy which offers the group of benefits described in
	 
	"(B)(i) Subject to clause (ii), paragraph (1) shall not be construed as preventing the exclusion of benefits under a policy, during its first 6 months, based on a pre-existing condition for which the policyholder received treatment or was otherwise diagnosed during the 6 months before it became effective. 
	 
	"(ii) If a medicare supplemental policy or certificate replaces another such policy or certificate which has been in effect for 6 months or longer, the replacing policy may not provide any time period applicable to pre-existing conditions, waiting periods, elimination periods, and probationary periods in the new policy or certificate for similar benefits.". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect 1 year after the date of the enactment of this Act. 
	 
	SEC. 4308. HEALTH INSURANCE ADVISORY SERVICE FOR MEDICARE BENEFICIARIES. 
	(a) In General. -- The Secretary of Health and Human Services shall establish a health insurance advisory service program (in this section referred to as the "beneficiary assistance program") to assist medicare-eligible individuals with the receipt of services under the medicare and Medicaid programs and other health insurance programs. 
	 
	(b) Outreach Elements. -- The beneficiary assistance program shall provide assistance -- 
	 
	(1) through operation using local Federal offices that provide information on the medicare program, 
	 
	(2) using community outreach programs, and 
	 
	(3) using a toll-free telephone information service. 
	 
	(c) Assistance Provided. -- The beneficiary assistance program shall provide for information, counseling, and assistance for medicare-eligible individuals with respect to at least the following: 
	 
	(1) With respect to the medicare program -- 
	 
	(A) eligibility, 
	 
	(B) benefits (both covered and not covered), 
	 
	(C) the process of payment for services, 
	 
	(D) rights and process for appeals of determinations, 
	 
	(E) other medicare-related entities (such as peer review organizations, fiscal intermediaries, and carriers), and 
	 
	(F) recent legislative and administrative changes in the medicare program. 
	 
	(2) With respect to the medicaid program -- 
	 
	(A) eligibility, benefits, and the application process, 
	 
	(B) linkages between the medicaid and medicare programs, and 
	 
	(C) referral to appropriate State and local agencies involved in the medicaid program. 
	 
	(3) With respect to medicare supplemental policies -- 
	 
	(A) the program under section 1882 of the Social Security Act and standards required under such program, 
	 
	(B) how to make informed decisions on whether to purchase such policies and on what criteria to use in evaluating different policies, 
	 
	(C) appropriate Federal, State, and private agencies that provide information and assistance in obtaining benefits under such policies, and 
	 
	(D) other issues deemed appropriate by the Secretary. 
	 
	The beneficiary assistance program also shall provide such other services as the Secretary 
	deems appropriate to increase beneficiary understanding of, and confidence in, the medicare program and to improve the relationship between beneficiaries and the program. 
	 
	(d) Educational Material. -- The Secretary, through the Administrator of the Health Care 
	Financing Administration, shall develop appropriate educational materials and other appropriate techniques to assist employees in carrying out this section. 
	 
	(e) Notice to Beneficiaries. -- The Secretary shall take such steps as are necessary to assure that medicare-eligible beneficiaries and the general public are made aware of the beneficiary assistance program. 
	 
	(f) Report. -- The Secretary shall include, in an annual report transmitted to the Congress, a report on the beneficiary assistance program and on other health insurance informational and counseling services made available to medicare-eligible individuals. The Secretary shall include in the report recommendations for such changes as may be desirable to improve the relationship between the medicare program and medicare-eligible individuals. 
	 
	SEC. 4309. ADDITIONAL ENFORCEMENT THROUGH PUBLIC HEALTH SERVICE ACT. 
	 
	(a) In General. -- The Public Health Service Act (42 U.S.C. 201 et seq.) is amended -- 
	 
	(1) by redesignating title XXVII as title XXVIII; 
	 
	(2) by redesignating sections 2701 through 2714 as sections 2801 through 2814,  
	respectively; and 
	 
	(3) by inserting after title XXV the following new title: 
	 
	"TITLE XXVII -- ENFORCEMENT OF CERTAIN HEALTH INSURANCE STANDARDS 
	 
	"SEC. 2701. ENFORCEMENT OF CERTAIN HEALTH INSURANCE STANDARDS. 
	 
	"(a) Enforcement of Underwriting. -- A person that fails to meet the requirements of section 1882(o)(5) of the Social Security Act (relating to discriminatory practices) is subject to a civil money penalty of not to exceed $25,000 for each such violation. The provisions of section 1128A of the Social Security Act (other than the first sentence of subsection (a) and other than subsection (b)) shall apply to a civil money penalty under the previous sentence in the same manner as such provisions apply to a pen
	 
	"(b) Enforcement of Loss-Ratio Requirements. -- A person who issues or sells a medicare 
	supplemental policy or a health insurance policy that is an indemnity or dread disease policy (as defined by the Secretary of Health and Human Services under section 1882(q)(1) of the Social Security Act) in violation of such section is subject to a civil money penalty of not to exceed $25,000 for each such violation. The provisions of section 1128A of the Social Security Act (other than the first sentence of subsection (a) and other than subsection (b)) shall apply to a civil money penalty under the previo
	 
	"(c) Enforcement of Limitations on Sales Commissions. -- Whoever violates section 
	1882(o)(5)(A) of the Social Security Act (relating to sales commissions) shall be fined under title 18, United States Code, or imprisoned not more than 5 years, or both, and, in addition to or in lieu of such a criminal penalty, is subject to a civil money penalty of not to exceed $25,000 for each prohibited act under such section.". 
	 
	(b) Technical and Conforming Amendments. -- The Public Health Service Act (42 U.S.C. 201 et seq.) is further amended -- 
	 
	(1) in section 406(a)(2), by striking "2701" and inserting "2801"; 
	 
	(2) in section 465(f), by striking "2701" and inserting "2801"; 
	 
	(3) in section 480(a)(2), by striking "2701" and inserting "2801"; 
	 
	(4) in section 485(a)(2), by striking "2701" and inserting "2801"; 
	 
	(5) in section 497, by striking "2701" and inserting "2801"; 
	 
	(6) in section 505(a)(2), by striking "2701" and inserting "2801"; and 
	 
	(7) in section 926(b), by striking "2711" each place such term appears and inserting "2811". 
	 
	Subtitle B -- Medicaid Program 
	 
	PART 1 -- REDUCTIONS IN SPENDING 
	 
	SEC. 4401. REIMBURSEMENT FOR PRESCRIBED DRUGS. 
	 
	(a) In General. -- 
	 
	(1) Denial of federal financial participation unless rebate agreements and drug use review in effect. -- Section 1903(i) of the Social Security Act (42 U.S.C. 1396b(i)) is amended -- 
	 
	(A) by striking the period at the end of paragraph (9) and inserting "; or", and 
	 
	(B) by inserting after paragraph (9) the following new paragraph: 
	 
	"(10) with respect to covered outpatient drugs of a manufacturer dispensed in any of the 50 States or the District of Columbia unless, except as provided in section 1927(a)(3), the 
	manufacturer complies in all such States and District with the rebate requirements of section 1927(a) with respect to the drugs so dispensed.". 
	 
	(2) State plan drug access limitations for drugs covered under a rebate agreement. – Section 1902(a) of such Act (42 U.S.C. 1396a(a)) is amended -- 
	 
	(A) by striking "and" at the end of paragraph (52), 
	 
	(B) by striking the period at the end of paragraph (53) and inserting "; and", and 
	 
	(C) by inserting after paragraph (53) the following new paragraph: 
	 
	"(54)(A) provide that, in the case of a manufacturer which has entered into and complies with an agreement under section 1927(a), the plan shall permit the coverage of covered outpatient drugs of the manufacturer which are prescribed (on or after April 1, 1991) [*H10162] for a medically accepted indication (as defined in section 1927(f)(6)), 
	 
	"(B) comply with the reporting requirements of section 1927(b)(2)(A) and the requirements of section 1927(d), and 
	 
	"(C) effective January 1, 1993, provide for drug use review in accordance with section 1927(d).". 
	 
	(3) Rebate agreements for covered outpatient drugs, drug use review, and related provisions. -- Title XIX of the Social Security Act is amended by redesignating section 1927 as section 1928 and by inserting after section 1926 the following new section: 
	 
	"PAYMENT FOR PRESCRIBED DRUGS 
	 
	"Sec. 1927. (a) Requirement for Rebate Agreement. -- 
	 
	"(1) In general. -- In order for payment to be available under section 1903(a) for covered 
	outpatient drugs of a manufacturer, the manufacturer must have entered into and have in effect a rebate agreement described in subsection (b) with the Secretary, on behalf of all the States. If a manufacturer has not entered into such an agreement before February 1, 1991, such an agreement, subsequently entered into, shall not be effective until the first day of the calendar quarter that begins more than 60 days after the date the agreement is entered into. 
	 
	"(2) Effective date. -- Paragraph (1) shall first apply to drugs dispensed under this title on or after February 1, 1991, except that and any agreement entered into under this section on or before February 1, 1991, shall be effective with respect to drugs dispensed on or after January 1, 1991. 
	 
	"(3) Effect on existing agreements. -- In the case of a rebate agreement in effect between a State and a manufacturer on October 1, 1990, such agreement may remain in effect, and shall be considered to be a rebate agreement in compliance with this section with respect to that State, if the State establishes to the satisfaction of the Secretary that the agreement can reasonably be expected to provide in any 12-month period for rebates that are at least as large as the rebates otherwise required under this se
	 
	"(4) Application in certain states and territories. -- 
	 
	"(A) Application in states operating under demonstration projects. -- In the case of any State which is providing medical assistance to its residents under a waiver granted under section 1115, the Secretary shall require the State to meet the requirements of section 1902(a)(54) and of this section in the same manner as the State would be required to meet such requirement if the State had in effect a plan approved under this title. 
	 
	"(B) No application in commonwealths and territories. -- This section, and sections 1902(a)(54) and 1903(i)(10), shall only apply to a State that is one of the 50 States or the District of Columbia. 
	 
	"(b) Terms of Rebate Agreement. -- 
	 
	"(1) Quarterly rebates. -- 
	 
	"(A) Timing. -- 
	 
	"(i) In general. -- A rebate agreement under this subsection shall require the manufacturer  
	to provide, to each State plan approved under this title, a rebate each calendar quarter in the amount specified in subsection (c) for covered outpatient drugs of the manufacturer dispensed under the plan during the quarter. Except as provided in clause (ii), such a rebate shall be paid to each State by the manufacturer not later than 30 days after the date of receipt of the information described in paragraph (2) for that quarter. 
	 
	"(ii) Special payment rule for the calendar quarter beginning july 1, 1991. -- With respect to the calendar quarter beginning July 1, 1991, such a rebate shall be paid to each State by the manufacturer by not later than September 30, 1991, based on the amount of the rebate payable by the manufacturer for the previous quarter. The amount of the rebate payment for the the quarter beginning October 1, 1991, shall be increased or decreased to the extent that the rebate payment for the quarter beginning July 1, 
	 
	"(B) Offset against medical assistance. -- Amounts received by a State as rebates under this section in any quarter shall be considered to be a reduction in the amount expended under the State plan in the quarter for medical assistance for purposes of section 1903(a)(1). 
	 
	"(2) State provision of information. -- 
	 
	"(A) State responsibility. -- Each State agency under this title shall report to the Secretary, not later than 60 days after the end of each calendar quarter and in a form consistent with a standard reporting format established by the Secretary, information on the total number of units of each dosgae form and strength of each covered outpatient drug of a manufacturer dispensed under the plan during the quarter, and shall promptly transmit such information to the manufacturer. 
	 
	"(B) Audit by manufacturers. -- A manufacturer has the right to audit only such data of the States as are reasonably necessary to verify information provided (or required to be provided) under subparagraph (A). Adjustments to rebates shall be made to the extent that information indicates that utilization was greater or less than the amount previously specified.  
	 
	"(C) Notice to secretary. -- Each State agency shall notify the Secretary within 30 days after the date each rebate is received under this section. 
	 
	"(3) Manufacturer provision of price information. -- 
	 
	"(A) In general. -- Each manufacturer with an agreement in effect under this section shall report to the Secretary (and make available upon request to each State agency) -- 
	 
	"(i) not later than 30 days after the last day of each quarter (beginning on or after April 1, 
	1991), on the average manufacturer price (as defined in subsection (f)(1)) and (for single source drugs and innovator multiple source drugs) the manufacturer's best price (as defined in subsection (c)(3)(A)) for covered outpatient drugs for the quarter, and 
	 
	"(ii) not later than 30 days after the date of entering into an agreement under this section on the best price (as defined in subsection (c)(3)(B)) as of September 1, 1990 for each of the manufacturer's covered outpatient drugs. 
	 
	"(B) Verification surveys of average manufacturer price. -- The Secretary may survey 
	wholesalers and manufacturers that directly distribute their covered outpatient drugs, when necessary to verify average manufacturer prices reported under subparagraph (A). The Secretary may impose a civil monetary penalty in an amount not to exceed $10,000 on a wholesaler, manufacturer, or direct seller, if the wholesaler, manufacturer, or direct seller of a covered outpatient drug refuses a written request for information about charges or prices by the Secretary in connection with a survey authorized unde
	 
	"(C) Penalties. -- 
	 
	"(i) Failure to provide timely information. -- If a manufacturer with an agreement under this section fails to provide information required under subparagraph (A) on a timely basis, the amount of the rebates next required to be paid for a calendar quarter under the agreement shall be increased by 2 percent, and, if such information is not reported within 90 days of the deadline imposed, the agreement shall be suspended for services furnished after the end of such 90-day period and until the date such inform
	 
	"(ii) False information. -- Any manufacturer with an agreement under this section that knowingly provides false information to the Secretary under this paragraph is subject to a civil money penalty in an amount not to exceed $100,000 for each item of false information. Such civil money penalties are in addition to other penalties as may be prescribed by law (including exclusion under section 1128(b)(11)). The provisions of section 1128A (other than subsections (a) and (b)) shall apply to a civil money penal
	 
	"(D) Confidentiality of information. -- Information disclosed by manufacturers or wholesalers under subparagraph (A) or (B) is confidential and shall not be disclosed by the Secretary or a State agency (or contractor therewith) in a form which discloses the identity of a specific manufacturer, wholesaler, or product, except as the Secretary determines to be necessary to carry out this section and to permit the Comptroller General and the Inspector General of the Department to review the information provided
	 
	"(4) Length of agreement. -- 
	 
	"(A) In general. -- A rebate agreement shall be effective for an initial period of 1 year and shall be automatically renewed for an additional 1-year period unless terminated under subparagraph (B). 
	 
	"(B) Termination. -- 
	 
	"(i) By the secretary. -- The Secretary may provide for termination of a rebate agreement for violation of the requirements of the agreement. Such termination shall not be effective earlier than 60 days after the date of notice of such termination. The Secretary shall provide, upon request, a manufacturer with a hearing concerning such a termination, but such hearing shall not delay the effective date of the termination. 
	 
	"(ii) By a manufacturer. -- A manufacturer may terminate a rebate agreement under this section for any reason. Any such termination shall not be effective until such period (of not more than 1 year, specified by the Secretary in regulation) after the date of the manufacturer provides notice of such termination to the Secretary. 
	 
	"(iii) Effectiveness of termination. -- Any termination under this subparagraph shall not affect rebates due under the agreement before the effective date of its termination. 
	 
	"(C) Delay before reentry. -- In the case of any rebate agreement with a manufacturer under this section which is terminated, a new such agreement with the manufacturer (or a successor manufacturer) may not be entered into until a period of 1 year has elapsed since the date of the termination, unless the Secretary finds good cause for an earlier reinstatement of such an agreement. 
	 
	"(c) Amount of Rebate. -- 
	 
	[*H10163] "(1) In general. -- 
	 
	"(A) Single source drugs and innovator multiple source drugs. -- Except as provided in this subsection and subsection (b)(3)(C)(i), the amount of the rebate to a State during a calendar quarter with respect to single source drugs and innovator multiple source drugs shall be equal to the product of -- 
	 
	"(i) the amount by which (I) the average manufacturer price to wholesalers during the quarter for each dosage form and strength of a covered outpatient drug, exceeds (II) the manufacturer's best price (as defined in paragraph (3)) for such form and strength; and 
	 
	"(ii) the number of units of such form and strength dispensed under the plan under this title in the State in the quarter (as reported by the State under subsection (b)(2)). 
	 
	"(B) Other drugs. -- Except as provided in subsection (b)(3)(C)(i), the amount of the rebate to a State during a calendar quarter with respect to covered outpatient drugs (other than single source drugs and innovator multiple source drugs) shall be equal to the product of – 
	 
	"(i) 10 percent of the average manufacturer price to wholesalers during the quarter for each dosage form and strength of a covered outpatient drug (after deducting customary prompt payment discounts); and 
	 
	"(ii) the number of units of such form and dosage dispensed under the plan under this title in the State in the quarter (as reported by the State under subsection (b)(2). 
	 
	"(2) Minimum and maximum rebate rates for single source drugs and innovator multiple source drugs. -- In no case shall the amount of the rebate described in paragraph (1)(A) for a manufacturer for a calendar quarter with respect to single source drugs and innovator multiple source drugs -- 
	 
	"(A) be less than 10 percent, or 
	 
	"(B) for calendar quarters beginning before April 1, 1995, be more than -- 
	 
	"(i) 25 percent (for each quarter during the 8-calendar-quarter period beginning April 1, 1991), or 
	 
	"(ii)) 50 percent (for each quarter during the 8-calendar-quarter period beginning April 1, 1993), of the product of the price described in paragraph (1)(A)(i)(I) and the number of units described in paragraph (1)(A)(ii) for the quarter. 
	 
	"(3) Best price defined. -- 
	 
	"(A) In general. -- In this subsection, the term 'best price' means, for a covered outpatient drug of a manufacturer dispensed in a calendar quarter -- 
	 
	"(i) the lowest price available for the drug from the manufacturer to any wholesaler, retailer, provider, nonprofit entity, or governmental entity within the United States during the quarter, or 
	 
	"(ii) the lowest price in effect for the drug from the manufacturer to any wholesaler, retailer, provider, nonprofit entity, or governmental entity within the United States in effect on September 1, 1990, increased (for calendar quarters beginning on or after January 1, 1991) by the percentage increase in the Consumer Price Index for All Urban Consumers (all items; U.S. city average) from September 1990 to the month before the beginning of the calendar quarter involved, whichever is lower. 
	 
	"(B) Treatment of new drugs. -- In the case of a covered outpatient drug approved for marketing after September 1, 1990, any reference in subparagraph (A)(ii) to 'September 1, 1990' or 'September 1990' shall be a reference to the first day of the first month, and the first month, respectively, during which the drug was marketed and any reference in subsection (b)(3)(A)(ii) to '30 days after the date of entering into an agreement under this section on the best price described in paragraph (3)(B) as of Septem
	 
	"(C) Computation of lowest price. -- The lowest price described in this paragraph shall be 
	inclusive of cash discounts, free goods, volume discounts, and rebates, shall be determined without regard to special packaging, labeling, or identifiers on the dosage form or product or package, and shall not take into account prices that are merely nominal in amount. 
	 
	"(d) Drug Use Review. -- 
	 
	"(1) In general. -- In order to meet the requirement of section 1902(a)(54)(C), a State shall provide, by not later than January 1, 1993, for a drug use review program described in paragraph (2) for covered outpatient drugs (other than psychopharmacologic drugs described in section 1919(c)(2)(D) dispensed to residents of nursing facilities) in order to assure, in accordance with any guidelines developed by the Agency for Health Care Policy and Research, that prescriptions (A) are appropriate and (B) are med
	 
	"(2) Description of program. -- Each drug use review program shall meet the following 
	requirements for covered outpatient drugs and other prescription drugs for which payment may be made under this title: 
	 
	"(A) Prospective drug review. -- The State plan shall provide for a review of drug therapy before each prescription is filled or delivered to the patient, typically at the point-of-sale or point-of distribution. Each pharmacist shall use the compendia (referred to in subsection (f)(6)) as the pharmacist's source of standards for such review. 
	 
	"(B) Retrospective drug use review. -- The program shall provide, through its mechanized drug claims processing and information retrieval systems (approved by the Secretary under section 1903(r)) or otherwise, for the periodic examination of claims data and other records in order to identify patterns of fraud, abuse, gross overuse or underuse, or inappropriate or medically unnecessary care, among physicians, pharmacies, and patients, or associated with specific drugs or groups of drugs. 
	 
	"(C) Educational program. -- The program shall educate physicians and pharmacists to identify and reduce the frequency of patterns of fraud, abuse, gross overuse or underuse, or inappropriate or medically unnecessary care, among physicians, pharmacies, and patients, or associated with specific drugs or groups of drugs, as well as potential and actual severe adverse reactions to drugs. 
	 
	"(e) Miscellaneous. -- 
	 
	"(1) Limitations on coverage of outpatient drugs. -- Nothing in section 1902(a)(54)(A) shall be construed as preventing a State from restricting the amount, duration, and scope of coverage of covered outpatient drugs consistent with section 1902(a)(30). 
	 
	"(2) Relation to maximum allowable cost limitations. -- This section shall not supercede or affect provisions relating to maximum allowable cost limitations for payment by States for covered outpatient drugs, and rebates under this section shall be made without regard to whether or not payment by the State for such drugs are subject to such limitations or the amount of such cost limitations. 
	"(3) Exclusion of certain drug associated with exclusive patient monitoring services. -- Nothing in this title shall be construed as requiring a State to provide medical assistance for covered outpatient drugs of a manufacturer which requires, as a condition for the purchase of the drugs, that the manufacturer be paid for associated services or tests (such as patient monitoring systems) provided only by the manufacturer or its designee. 
	 
	"(f) Definitions. -- In this section: 
	 
	"(1) Average manufacturer price. -- The term 'average manufacturer price' means, with  
	Respect to a covered outpatient drug of a manufacturer for a calendar quarter, the average price paid (taking into account customary prompt payment discounts) to the manufacturer for the drug by retail pharmacies or by wholesalers for drugs distributed to the retail pharmacy class of trade. 
	 
	"(2) Covered outpatient drug. -- Subject to the exceptions in paragraph (3), the term 'covered outpatient drug' means -- 
	 
	"(A) of those drugs which are treated as prescribed drugs for purposes of section 1905(a)(12), a drug which may be dispensed only upon prescription (except as provided in paragraph (4)), and – 
	 
	"(i) which is approved as a prescription drug under sections 505 or 507 of the Federal Food, Drug, and Cosmetic Act; 
	 
	"(ii)(I) which was commercially used or sold in the United States before the date of the 
	enactment of the Federal Food, Drug, and Cosmetic Act and if at such time its labeling contained the same representations concerning its conditions of use as in its current labeling, or which is identical, similar, or related (within the meaning of section 310.6(b)(1) of title 21 of the Code of Federal Regulations) to such a drug, and (II) which has not been the subject of a final determination by the Secretary that it is a 'new drug' (within the meaning of section 201(p) of the Federal Food, Drug, and Cosm
	 
	"(iii)(I) which is described in section 107(c)(3) of the Drug Amendments of 1962 and for which the Secretary has determined there is a compelling justification for its medical need, or is identical, similar, or related (within the meaning of section 310.6(b)(1) of title 21 of the Code of Federal Regulations) to such a drug, and (II) for which the Secretary has not issued a notice of an opportunity for a hearing under section 505(e) of the Federal Food, Drug, and Cosmetic Act on a proposed order of the Secre
	 
	"(B) a biological product which -- 
	 
	"(i) may only be dispensed upon prescription, 
	 
	"(ii) is licensed under section 351 of the Public Health Service Act, and 
	 
	"(iii) is produced at an establishment licensed under such section to produce such product; and 
	 
	"(C) insulin certified under section 506 of the Federal Food, Drug, and Cosmetic Act. 
	 
	"(3) Limiting definition. -- The term 'covered outpatient drug' does not include any drug, 
	biological product, or insulin provided as part of, or as incident to, and in the same setting as, any of the following (and for which payment is made under this title as part of payment for the following and not as direct reimbursement for the drug): 
	 
	"(A) Inpatient hospital services. 
	 
	"(B) Hospice services. 
	 
	"(C) Dental services, except that drugs for which the State plan authorizes direct reimbursement [*H10164] to the dispensing dentist are covered outpatient drugs. 
	 
	"(D) Physician office visits. 
	 
	"(E) Outpatient hospital emergency room visits. 
	 
	"(F) Outpatient surgical procedures. 
	 
	"(4) Nonprescription drugs. -- If a State plan for medical assistance under this title includes coverage of prescribed drugs as described in section 1905(a)(12) and permits coverage of drugs which may be sold without a prescription (commonly referred to as 'over-the-counter' drugs), if they are prescribed by a physician (or other person authorized to prescribe under State law), such a drug may be regarded as a covered outpatient drug. 
	 
	"(5) Manufacturer. -- The term 'manufacturer' means, with respect to a covered outpatient drug, -- 
	 
	"(A) the entity (if any) that both manufactures and distributes the drug, or 
	 
	"(B) if no such entity exists, the entity that distributes the drug. 
	Such term does not include a wholesale distributor of the drug or a retail pharmacy licensed under State law. 
	 
	"(6) Medically accepted indication. -- The term 'medically accepted indication' means any use for a covered outpatient drug which is approved under the Federal Food, Drug, and Cosmetic Act or which is accepted by one or more of the following compendia: the American Hospital Formulary Service-Drug Information, the American Medical Association Drug Evaluations, and the United States Pharmacopeia-Drug Information. 
	 
	"(7) Multiple source drug; innovator multiple source drug; noninnovator multiple source drug; single source drug. -- 
	 
	"(A) Definitions. -- 
	 
	"(i) Multiple source drug. -- The term 'multiple source drug' means, with respect to a calendar quarter, a covered outpatient drug (not including any drug described in paragraph (4)) for which there are 2 or more drug products which -- 
	 
	"(I) are rated as therapeutically equivalent (under the Food and Drug Administration's most recent publication of 'Approved Drug Products with Therapeutic Equivalence Evaluations'), 
	 
	"(II) except as provided in subparagraph (B), are pharmaceutically equivalent and bioequivalent, as defined in subparagraph (C) and as determined by the Food and Drug Administration, and 
	 
	"(III) are sold or marketed in the State during the period. 
	 
	"(ii) Innovator multiple source drug. -- The term 'innovator multiple source drug' means a 
	multiple source drug that was originally marketed under an original new drug application 
	approved by the Food and Drug Administration. 
	 
	"(iii) Noninnovator multiple source drug. -- The term 'noninnovator multiple source drug' means a multiple source drug that is not an innovator multiple source drug. 
	 
	"(iv) Single source drug. -- The term 'single source drug' means a covered outpatient drug which is not a multiple source drug. 
	 
	"(B) Exception. -- Subparagraph (A)(i)(II) shall not apply if the Food and Drug Administration changes by regulation (after an opportunity for public comment of 90 days) the requirement that, for purposes of the publication described in subparagraph (A)(i)(I), in order for drug products to be rated as therapeutically equivalent, they must be pharmaceutically equivalent and bioequivalent, as defined in subparagraph (C). 
	 
	"(C) Definitions. -- For purposes of this paragraph -- 
	 
	"(i) drug products are pharmaceutically equivalent if the products contain identical amounts of the same active drug ingredient in the same dosage form and meet compendial or other applicable standards of strength, quality, purity, and identity; 
	 
	"(ii) drugs are bioequivalent if they do not present a known or potential bioequivalence problem, or, if they do present such a problem, they are shown to meet an appropriate standard of bioequivalence; and 
	 
	"(iii) a drug product is considered to be sold or marketed in a State if it appears in a published national listing of average wholesale prices selected by the Secretary, provided that the listed product is generally available to the public through retail pharmacies in that State.  
	 
	"(8) State agency. -- The term 'State agency' means the agency designated under section 
	1902(a)(5) to administer or supervise the administration of the State plan for medical 
	assistance.". 
	 
	(c) Funding. -- 
	 
	(1) Drug use review programs. -- Section 1903(a)(3) of such Act (42 U.S.C. 1396b(a)(3)) is amended -- 
	 
	(A) by striking "plus" at the end of subparagraph (C) and inserting "and", and 
	 
	(B) by adding at the end the following new subparagraph: 
	 
	"(D) 75 percent of so much of the sums expended by the State plan during a quarter in 1991, 1992, or 1993, as the Secretary determines is attributable to the statewide adoption of a drug use review program which conforms to the requirements of section 1927(e); plus". 
	 
	(2) Temporary increase in federal match for administrative costs. -- The per centum to be 
	applied under section 1903(a)(7) of the Social Security Act for amounts expended during 
	calendar quarters in fiscal year 1991 which are attributable to administrative activities necessary to carry out section 1927 (other than subsection (d)) of such Act shall be 75 percent, rather than 50 per centum. 
	 
	SEC. 4402. REQUIRING MEDICAID PAYMENT OF PREMIUMS AND COST-SHARING FOR ENROLLMENT UNDER GROUP HEALTH PLANS WHERE COST-EFFECTIVE. 
	 
	(a) In General. -- Title XIX of the Social Security Act is amended -- 
	 
	(1) in section 1902(a)(25) (42 U.S.C. 1396a(a)(25)) -- 
	 
	(A) by striking "and" at the end of subparagraph (E), 
	 
	(B) by adding "and" at the end of subparagraph (F), and 
	 
	(C) by adding at the end the following new subparagraph: 
	 
	"(G) that the State plan shall meet the requirements of section 1906 (relating to enrollment of individuals under group health plans in certain cases);"; and 
	 
	(2) by inserting after section 1905 the following new section: 
	 
	"ENROLLMENT OF INDIVIDUALS UNDER GROUP HEALTH PLANS 
	 
	"Sec. 1906. (a) For purposes of section 1902(a)(25)(G) and subject to subsection (d), each State plan -- 
	 
	"(1) shall establish guidelines, consistent with subsection (b), to identify those cases in which enrollment of an individual otherwise entitled to medical assistance under this title in a group health plan (in which the individual is otherwise eligible to be enrolled) is cost-effective (as defined in subsection (e)(2)); 
	 
	"(2) shall require, in case of an individual so identified and as a condition of the individual being or remaining eligible for medical assistance under this title and subject to subsection (b)(2), notwithstanding any other provision of this title, that the individual (or in the case of a child, the child's parent) apply for enrollment in the group health plan; and 
	 
	"(3) in the case of such enrollment, shall provide for payment of all enrollee premiums for such enrollment and all deductibles, coinsurance, and similar costs for items and services otherwise covered under the State plan under this title (exceeding the amount otherwise permitted under section 1916), and shall treat coverage under the group health plan as a third party liability (under section 1902(a)(25)). 
	 
	"(b)(1) In establishing guidelines under subsection (a)(1), each State shall take into account that an individual may only be eligible to enroll in group health plans at limited times and only if other individuals (not entitled to medical assistance under the plan) are also enrolled in the plan simultaneously. 
	 
	"(2) If a parent of a child fails to enroll the child in a group health plan in accordance with subsection (a)(2), such failure shall not affect the child's eligibility for benefits under this title. 
	 
	"(c)(1)(A) In the case of payments of premiums, deductibles, coinsurance, and similar expenses under this section shall be considered, for purposes of section 1903(a), to be payments for medical assistance. 
	 
	"(B) If all members of a family are not eligible for medical assistance under this title and 
	enrollment of the members so eligible in a group health plan is not possible without also enrolling members not so eligible -- 
	 
	"(i) payment of premiums for enrollment of such other members shall be treated as payments for medical assistance for eligible individuals, if it would be cost-effective (taking into account payment of all such premiums), but 
	 
	"(ii) payment of deductibles, coinsurance, and similar expenses for such other members shall not be treated as payments for medical assistance for eligible individuals. 
	 
	"(2) In the case of a hospital, physician, or other provider that provides care covered under the State plan under a group health plan in which an individual entitled to medical assistance for such care is enrolled under this section, the provider is deemed to have agreed – 
	 
	"(A) to accept as payment in full the payment amount recognized under the State plan (or, if greater, the payment amount provided under the plan), and 
	 
	"(B) not to charge the individual or the State any amounts that would result in aggregate 
	payment (including payments under the plan) exceeding the payment amount so recognized under the State plan. 
	 
	"(3) The fact that an individual is enrolled in a group health plan under this section shall not change the individual's eligibility for benefits under the State plan, except insofar as section 1902(a)(25) provides that payment for such benefits shall first be made by such plan. 
	 
	"(d)(1) Any different benefits made available, through enrollment under this section, to eligible individuals shall not, by reason of section 1902(a)(10), require such benefits be made available to other individuals. 
	"(2)(A) In the case of any State which is providing medical assistance to its residents under a waiver granted under section 1115, the Secretary shall require the State to meet the requirements of this section in the same manner as the State would be required to meet such requirement if the State had in effect a plan approved under this title. 
	 
	"(B) This section, and section 1902(a)(25)(G), shall only apply to a State that is one of the 50 States or the District of Columbia. 
	 
	"(e) In this section: 
	 
	[*H10165] "(1) The term 'group health plan' has the meaning given such term in section 
	5000(b)(1) of the Internal Revenue Code of 1986, and includes the provision of continuation coverage by such a plan pursuant to title XXII of the Public Health Service Act, section 4980B of the Internal Revenue Code of 1986, or title VI of the Employee Retirement Income Security Act of 1974. 
	 
	"(2) The term 'cost-effective' means that the reduction in expenditures under this title with respect to an individual who is enrolled in a group health plan is likely to be greater than the additional expenditures for premiums and cost-sharing required under this section with respect to such enrollment.". 
	 
	(b) Treatment of Erroneous Excess Payments for Medical Assistance. -- Section 
	1903(u)(1)(C)(iv) of such Act (42 U.S.C. 1396b(u)(1)(C)) is amended by inserting before the period at the end the following: "or with respect to payments made in violation of section 1906". 
	 
	(c) Optional Minimum 6-Month Eligibility. -- Section 1902(e) of such Act (42 U.S.C. 1396a(e)) is amended by adding at the end the following new subsection: 
	 
	"(11)(A) In the case of an individual who is enrolled with a group health plan under section 1906 and who would (but for this paragraph) lose eligibility for benefits under this title before the end of the minimum enrollment period (defined in subparagraph (B)), the State plan may provide, notwithstanding any other provision of this title, that the individual shall be deemed to continue to be eligible for such benefits until the end of such minimum period, but only with respect to such benefits provided to 
	 
	"(B) For purposes of subparagraph (A), the term 'minimum enrollment period' means, with respect to an individual's enrollment with a group health plan, a period established by the State, of not more than 6 months beginning on the date the individual's enrollment under the plan becomes effective.". 
	 
	(d) Conforming Amendments. -- 
	 
	(1) Section 1905(a) of the Social Security Act (42 U.S.C. 1396d(a)) is amended by adding at the end the following: "The payment described in the first sentence may include expenditures for medicare cost-sharing and for premiums under part B of title XVIII for individuals who are eligible for medical assistance under the plan and (A) are receiving aid or assistance under any plan of the State approved under title I, X, XIV, or XVI, or part A of title IV, or with respect to whom supplemental security income b
	are not enrolled under part B of title XVIII, other insurance premiums for medical or any other type of remedial care or the cost thereof.". 
	 
	(2) Section 1903(a)(1) of such Act (42 U.S.C. 1396b(a)(1)) is amended by striking "(including expenditures for" and all that follows through "or the cost thereof)". 
	 
	(e) Effective Date. -- (1) The amendments made by this section apply (except as provided under paragraph (2)) to payments under title XIX of the Social Security Act for calendar quarters beginning on or after January 1, 1991, without regard to whether or not final regulations to carry out such amendments have been promulgated by such date. 
	 
	(2) In the case of a State plan for medical assistance under title XIX of the Social Security Act which the Secretary of Health and Human Services determines requires State legislation (other than legislation authorizing or appropriating funds) in order for the plan to meet the additional requirements imposed by the amendments made by subsection (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 requir
	year legislative session, each year of such session shall be deemed to be a separate regular session of the State legislature. 
	 
	SEC. 4403. COMPUTER MATCHING AND PRIVACY REVISIONS. 
	 
	(a) Verification Requirements. -- 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, terminate, reduce, or make a final denial of any financial assistance or payment under a Federal benefit program to such individual, or take other adverse action against such individual, as a result of information produced by such matching program, until – 
	 
	"(A)(i) the agency has independently verified the information; or 
	 
	"(ii) the Data Integrity Board of the agency, or in the case of a non-Federal agency the Data Integrity Board of the source agency, determines in accordance with guidance issued by the Director of the Office of Management and Budget that -- 
	 
	"(I) the information is limited to identification and amount of benefits paid by the source agency under a Federal benefit program; and 
	 
	"(II) there is a high degree of confidence that the information provided to the recipient agency is accurate; 
	 
	"(B) the individual receives a notice from the agency containing a statement of its findings and informing the individual of the opportunity to contest such findings; and 
	 
	"(C)(i) the expiration of any time period established for the program by statute or regulation for the individual to respond to that notice; or 
	 
	"(ii) in the case of a program for which no such period is established, the end of the 30-day period beginning on the date on which notice under subparagraph (B) is mailed or otherwise provided to the individual. 
	 
	"(2) Independent verification referred to in paragraph (1) requires investigation and confirmation of specific information relating to an individual that is used as a basis for an adverse action against the individual, including where applicable investigation and confirmation of – 
	 
	"(A) the amount of any asset or income involved; 
	 
	"(B) whether such individual actually has or had access to such asset or income for such 
	individual's own use; and 
	 
	"(C) the period or periods when the individual actually had such asset or income. 
	 
	"(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.". 
	 
	(b) Issuance of Guidance by Director of OMB. -- Not later than 90 days after the date of the enactment of this Act, the Director of the Office of Management and Budget shall publish guidance under subsection (p)(1)(A)(ii) of section 552a of title 5, United States Code, as amended by this section. 
	 
	(c) Limitation on Application of Verification Requirement. -- Section 552a(p)(1)(A)(ii)(II) of title 5, United States Code, as amended by subsection (a), shall not apply to a program referred to in paragraph (1), (2), or (4) of section 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 determines 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 guidance under subsection (b). 
	 
	PART 2 -- PROTECTION OF LOW-INCOME MEDICARE BENEFICIARIES 
	 
	SEC. 4411. EXTENDING MEDICAID PAYMENT FOR MEDICARE PREMIUMS FOR CERTAIN INDIVIDUALS WITH INCOME BELOW 125 PERCENT OF THE OFFICIAL POVERTY LINE. 
	 
	(a) Entitlement. -- Section 1902(a)(10)(E)(ii) of the Social Security Act (42 U.S.C. 
	1395b(a)(10)(E)(ii)) is amended by inserting "(I)" before "for qualified" and by inserting before the comma the following: "and (II) subject to section 1905(p)(4), for individuals who would be qualified medicare beneficiaries described in section 1905(p)(1) but for the fact that their income exceeds the income level established by the State under section 1905(p)(2) but is less than 125 percent of the official poverty line (referred to in such section) for a family of the size involved". 
	 
	(b) Federal Payment of Full Costs of Additional Medical Assistance. -- The last sentence of section 1905(b) of such Act (42 U.S.C. 1396d(b)) is amended by inserting before the period at the end the following: "and with respect to amounts expended for medicare cost-sharing described in subsection (p)(3)(A)(i) for individuals described in section 1902(a)(10)(E)(ii)(II)". 
	 
	(c) Application in Certain States and Territories. -- Section 1905(p)(4) of such Act (42 U.S.C. 1396d(p)(4)) is amended -- 
	 
	(1) in subparagraph (B), by inserting "or 1902(a)(10)(E)(ii)(II)" after "subparagraph (B)", and 
	 
	(2) by adding at the end the following: 
	 
	"In the case of any State which is providing medical assistance to its residents under a waiver granted under section 1115, the Secretary shall require the State to meet the requirement of section 1902(a)(10)(E) in the same manner as the State would be required to meet such requirement if the State had in effect a plan approved under this title." 
	 
	(d) Conforming Amendment. -- Section 1843(h) of such Act (42 U.S.C. 1395v(h)) is amended by adding at the end the following new paragraph: 
	 
	"(3) In this subsection, the term 'qualified medicare beneficiary' also includes an individual described in section 1902(a)(10)(E)(ii)(II).". 
	 
	(e) Delay in Counting Social Security COLA Increases Until New Poverty Guidelines Published. –  
	 
	(1) In general. -- Section 1905(p) of such Act is amended -- 
	 
	(A) in paragraph (1)(B), by inserting ", except as provided in paragraph (2)(D)" [*H10166] after "supplementary social security income program", and 
	 
	(B) by adding at the end of paragraph (2) the following new subparagraph: 
	 
	"(D)(i) In determing under this subsection the income of an individual who is entitled to monthly insurance benefits under title II for a transition month (as defined in clause (ii)) in a year, such income shall not include any amounts attributable to an increase in the level of monthly insurance benefits payable under such title which have occurred pursuant to section 215(i) for benefits payable for months beginning with December of the previous year. 
	 
	"(ii) For purposes of clause (i), the term 'transition month' means each month in a year through the month following the month in which the annual revision of the official poverty line, referred to in subparagraph (A), is published.". 
	 
	(2) Conforming amendments. -- Section 1902(m) of such Act (42 U.S.C. 1396a(m)) is amended -- 
	 
	(A) in paragraph (1)(B), by inserting ", except as provided in paragraph (2)(C)" after 
	"supplemental security income program", and 
	 
	(B) by adding at the end of paragraph (2) the following new subparagraph: 
	 
	"(C) The provisions of section 1905(p)(2)(D) shall apply to determinations of income under this subsection in the same manner as they apply to determinations of income under section 1905(p).". 
	 
	(f) Effective Date. -- The amendments made by this section shall apply to calendar quarters beginning on or after January 1, 1991, without regard to whether or not regulations to implement such amendments are promulgated by such date; except that the amendments made by subsection (d) shall apply to determinations of income for months beginning with January 1991. 
	 
	PART 3 -- IMPROVEMENTS IN CHILD HEALTH 
	 
	SEC. 4421. PHASED-IN MANDATORY COVERAGE OF CHILDREN UP TO 100 PERCENT OF POVERTY LEVEL. 
	 
	(a) In General. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a), as amended by section 6401(a) of the Omnibus Budget Reconciliation Act of 1989, is amended -- 
	 
	(1) in subsection (a)(10)(A)(i) -- 
	 
	(A) by striking "or" at the end of subclause (V), 
	 
	(B) by striking the semicolon at the end of subclause (VI) and inserting ", or", and 
	 
	(C) by adding at the end the following new subclause: 
	 
	"(VII) who are described in subparagraph (D) of subsection (l)(1) and whose family income does not exceed the income level the State is required to establish under subsection (l)(2)(C) for such a family;"; 
	 
	(2) in subsection (a)(10)(A)(ii)(IX), by striking "or clause (i)(VI)" and inserting ", clause (i)(VI), or clause (i)(VII)"; 
	 
	(3) in subsection (l) -- 
	(A) by amending subparagraph (D) of paragraph (1) to read as follows: 
	 
	"(D) children born after September 30, 1983, who have attained one year of age but have not attained 13 years of age,"; 
	 
	(B) by striking subparagraph (C) of paragraph (2) and inserting the following: 
	 
	"(C) For purposes of paragraph (1) with respect to individuals described in subparagraph (D) of that paragraph, the State shall establish an income level which is equal to the 100 percent of the income official poverty line described in subparagraph (A) applicable to a family of the size involved."; 
	 
	(C) in paragraph (3) -- 
	 
	(i) by inserting ", (a)(10)(A)(i)(VII)," after "(a)(10)(A)(i)(VI)", and 
	 
	(ii) in subparagraph (E), by striking "the methodology employed" and inserting "a methodology which is no more restrictive than the methodology employed"; 
	 
	(D) in paragraph (4)(A), by inserting "or subsection (a)(10)(A)(i)(VII)" after "(a)(10)(A)(i)(VI)"; and 
	 
	(E) in paragraph (4)(B), by striking "or (a)(10)(A)(i)(VI)" after ", (a)(10)(A)(i)(VI), or 
	(a)(10)(A)(i)(VII)"; and 
	 
	(4) in subsection (r)(2)(A), by inserting "(a)(10)(A)(i)(VII)," after "(a)(10)(A)(i)(VI),". 
	 
	(b) Additional Conforming Amendments. -- 
	 
	(1) Section 1903(f)(4) of such Act (42 U.S.C. 1396b(f)(4)) is amended -- 
	 
	(A) by striking "1902(a)(10)(A)(i)(IV)," and inserting "1902(a)(10)(A)(i)(III), 
	1902(a)(10)(A)(i)(IV), 1902(a)(10)(A)(i)(V),", and 
	 
	(B) by inserting after "1902(a)(10)(A)(i)(VI)," the following: "1902(a)(10)(A)(i)(VII), 
	1902(a)(1)(A)(ii)(I),". 
	 
	(2) Subsections (a)(3)(C) and (b)(3)(C)(i) of section 1925 of such Act (42 U.S.C. 1396r-6), as amended by section 6411(i)(3) of the Omnibus Budget Reconciliation Act of 1989, are each amended by inserting "(i)(VII)," after "(i)(VI)". 
	 
	(c) Effective Date. -- (1) The amendments made by this section apply (except as otherwise provided in this subsection) to payments under title XIX of the Social Security Act for calendar quarters beginning on or after July 1, 1991, without regard to whether or not final regulations to carry out such amendments have been promulgated by such date. 
	(2)(A) In the case of a State plan for medical assistance under title XIX of the Social Security Act which the Secretary of Health and Human Services determines requires State legislation (other than legislation authorizing or appropriating funds) in order for the plan to meet the additional requirements imposed by the amendments made by this section, 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 these additional requ
	session of the State legislature. 
	 
	(B) In the case of the State of Texas, the State plan shall not be regarded as failing to comply with the requirements of title XIX of the Social Security Act solely on the basis of its failure to meet the additional requirements imposed by the amendments made by this section before September 1, 1991. 
	 
	SEC. 4422. MANDATORY CONTINUATION OF BENEFITS THROUGHOUT PREGNANCY OR FIRST YEAR OF LIFE. 
	 
	(a) In General. -- Section 1902(e) of the Social Security Act (42 U.S.C. 1396a(e)) is amended -- 
	 
	(1) in the first sentence of paragraph (4), by inserting "(or would remain if pregnant)" after "remains"; and 
	 
	(2) in paragraph (6) -- 
	 
	(A) by striking "At the option of a State, in" and inserting "In"; 
	 
	(B) by striking "the State plan may nonetheless treat the woman as being" and inserting "the woman shall be deemed to continue to be"; and 
	 
	(C) by adding at the end the following new sentence: "The preceding sentence shall not apply in the case of a woman who has been provided ambulatory prenatal care pursuant to section 1920 during a presumptive eligibility period and is then, in accordance with such section, determined to be ineligible for medical assistance under the State plan.". 
	 
	(b) Effective Date. -- 
	 
	(1) Infants. -- The amendment made by subsection (a)(1) shall apply to individuals born on or after January 1, 1991, without regard to whether final regulations to carry out such amendment have been promulgated by such date. 
	 
	(2) Pregnant women. -- The amendments made by subsection (a)(2) shall apply with respect to determinations to terminate the eligibility of women, based on change of income, made on or after January 1, 1991, without regard to whether final regulations to carry out such amendments have been promulgated by such date. 
	 
	SEC. 4423. MANDATORY USE OF OUTREACH LOCATIONS OTHER THAN WELFARE OFFICES. 
	 
	(a) In General. -- Section 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)), as amended by section 4401(a)(2) of this title, is amended -- 
	 
	(1) by striking "and" at the end of paragraph (53), 
	 
	(2) by striking the period at the end of paragraph (54) and inserting "; and", and 
	 
	(3) by inserting after paragraph (54) the following new paragraph: 
	 
	"(55) provide for receipt and initial processing of applications of individuals for medical 
	assistance under subsections (a)(10)(A)(i)(IV), (a)(10)(A)(i)(VI), (a)(10)(A)(i)(VII), or 
	(a)(10)(A)(ii)(IX) -- 
	 
	"(A) at locations which are other than those used for the receipt and processing of applications for aid under part A of title IV and which include facilities defined as disproportionate share hospitals under section 1923(a)(1)(A) and Federally-qualified health centers described in section 1905(l)(2)(B), and 
	 
	"(B) using applications which are other than those used for applications for aid under such part.". 
	 
	(b) Effective Date. -- The amendments made by subsection (a) apply to payments under title XIX of the Social Security Act for calendar quarters beginning on or after July 1, 1991, without regard to whether or not final regulations to carry out such amendments have been promulgated by such date. 
	 
	SEC. 4424. PRESUMPTIVE ELIGIBILITY. 
	 
	(a) Extension of Presumptive Eligibility Period. -- Section 1920 of the Social Security Act (42 U.S.C. 1396r-1) is amended -- 
	 
	(1) in subsection (b)(1)(B) -- 
	 
	(A) by adding "or" at the end of clause (i), 
	 
	(B) by striking clause (ii), and 
	 
	(C) by amending clause (iii) to read as follows: 
	 
	"(ii) in the case of a woman who does not file an application by the last day of the month 
	following the month during which the provider makes the determination referred to in 
	subparagraph (A), such last day; and"; and (2) in subsections (c)(2)(B) and (c)(3), by striking "within 14 calendar days after the date on which" and inserting "by not later than the last day of the month following the month during which". 
	 
	(b) Flexibility in Application. -- Section 1920(c)(3) of such Act (42 U.S.C. 1396r-1(c)(3)) is amended by inserting before the period at the end the following: ", which application may be the application used for the receipt of medical assistance by individuals described in section 1902(l)(1)(A)". 
	 
	(c) Effective Dates. -- 
	 
	(1) The amendments made by subsection (a) apply to payments under title XIX of [*H10167] the Social Security Act for calendar quarters beginning on or after July 1, 1991, without regard to whether or not final regulations to carry out such amendments have been promulgated by such date. 
	 
	(2) The amendment made by subsection (b) shall be effective as if included in the enactment of section 9407(b) of the Omnibus Budget Reconciliation Act of 1986. 
	 
	SEC. 4425. ROLE IN PATERNITY DETERMINATIONS. 
	 
	(a) In General. -- Section 1912(a)(1)(B) of the Social Security Act (42 U.S.C. 1396k(a)(1)(B)) is amended by inserting "the individual is described in section 1902(l)(1)(A) or" after "unless (in either case)". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date of the enactment of this Act. 
	 
	SEC. 4426. REPORT AND TRANSITION ON ERRORS IN ELIGIBILITY DETERMINATIONS. 
	 
	(a) Report. -- The Secretary of Health and Human Services shall report to Congress, by not later than July 1, 1991, on error rates by States in determining eligibility of individuals described in subparagraph (A) or (B) of section 1902(l)(1) of the Social Security Act for medical assistance under plans approved under title XIX of such Act. Such report may include data for medical assistance provided before July 1, 1989. 
	 
	(b) Error Rate Transition. -- There shall not be taken into account, for purposes of section 
	1903(u) of the Social Security Act, payments and expenditures for medical assistance which -- 
	 
	(1) are attributable to medical assistance for individuals described in subparagraph (A) or (B) of section 1902(l)(1) of such Act, and 
	 
	(2) are made on or after July 1, 1989, and before the first calendar quarter that begins more than 12 months after the date of submission of the report under subsection (a). 
	 
	PART 4 -- NURSING HOME REFORM PROVISIONS 
	 
	SEC. 4431. MEDICAID NURSING HOME REFORM. 
	 
	(a) Nurse Aide Training. -- 
	 
	(1) No compliance actions before effective date of guidelines. -- The Secretary of Health and Human Services shall not take (and shall not continue) any action against a State under section 1904 of the Social Security Act on the basis of the State's failure to meet the requirement of section 1919(e)(1)(A) of such Act before the effective date of guidelines, issued by the Secretary, establishing requirements under section 1919(f)(2)(A)(ii)(I) of such Act, if the State demonstrates to the satisfaction of the 
	 
	(2) Clarification of grace period for nurse training of individuals. -- Section 1919(b)(5)(A) of the Social Security Act (42 U.S.C. 1396r(b)(5)(A)) is amended -- 
	 
	(A) by striking "for more than 4 months", and 
	 
	(B) by striking the period at the end and inserting a semicolon and the following: 
	 
	"except that such requirement shall not apply to an individual who has been used (on a full-time, temporary, per diem, or other basis) as a nurse aide for less than 90 days in any nursing facility.". 
	 
	(3) Clarification of nurse aides not subject to charges. -- Section 1919(f)(2)(A)(iv)(II) of such Act (42 U.S.C. 1396r(f)(2)(A)(iv)(II)) is amended by inserting after "nurse aide" the following: "who is employed by (or who has entered into an employment agreement with) a facility". 
	 
	(4) Modification of nursing facility deficiency standards. -- Section 1919(f)(2)(B)(iii)(I) of such Act (42 U.S.C. 1396r(f)(2)(B)(iii)(I)) is amended to read as follows: 
	 
	"(I) offered by or in a nursing facility which, within the previous 2 years, has operated under a waiver under subsection (b)(4)(C)(ii) or has been subject to an extended (or partial extended) survey under subsection (g)(2)(B)(i), or". 
	 
	(5) Clarification of state responsibility to determine competency. -- Section 1919(f)(2)(B) of such Act (42 U.S.C. 1396r(f)(2)(B)) is amended, in the second sentence, by inserting "(through subcontract or otherwise)" after "may not delegate". 
	 
	(6) Effective date. -- The amendments made by this subsection shall take effect as if they were included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
	 
	(b) Preadmission Screening and Annual Resident Review. -- 
	 
	(1) No compliance actions before effective date of guidelines. -- The Secretary of Health and Human Services shall not take (and shall not continue) any action against a State under section 1904 or section 1919(e)(7)(D) of the Social Security Act on the basis of the State's failure to meet the requirement of section 1919(e)(7)(A) of such Act before the effective date of guidelines, issued by the Secretary, establishing minimum criteria under section 1919(f)(8)(A) of such Act, if the State demonstrates to th
	 
	(2) Clarification with respect to admissions and readmission from a hospital. -- Section 1919 of the Social Security Act (42 U.S.C. 1396r) is amended -- 
	 
	(A) in subsection (b)(3)(F), by striking "A nursing facility" and by inserting "Except as provided in clauses (ii) and (iii) of subsection (e)(7)(A), a nursing facility"; and 
	 
	(B) in subsection (e)(7)(A) -- 
	 
	(i) by redesignating the first 2 sentences as clause (i) with the following heading (and 
	appropriate indentation):  
	 
	"(i) In general. -- ", and 
	 
	(ii) by adding at the end the following: 
	 
	"(ii) Clarification with respect to certain readmissions. -- The preadmission screening program under clause (i) need not provide for determinations in the case of the readmission to a nursing facility of an individual who, after being admitted to the nursing facility, was transferred for care in a hospital. 
	 
	"(iii) Exception for certain hospital discharges. -- The preadmission screening program under clause (i) shall not apply to the admission to a nursing facility of an individual -- 
	 
	"(I) who is admitted to the facility directly from a hospital after receiving acute inpatient care at the hospital, 
	 
	"(II) who requires nursing facility services for the condition for which the individual received care in the hospital, and 
	 
	"(III) whose attending physician has certified, before admission to the facility, that the individual is likely to require less than 30 days of nursing facility services.". 
	 
	(3) Delay in application to private pay residents. -- 
	 
	(A) In general. -- Section 1919(e)(7) of such Act (42 U.S.C. 1396r(e)(7)) is amended -- 
	 
	(i) in subparagraph (A), as amended by paragraph (2)(B) of this subsection -- 
	 
	(I) in clause (i), by inserting "except as provided in clause (iv)," after "January 1, 1989,", and 
	 
	(II) by adding at the end the following new clause: 
	 
	"(iv) Delay in application of preadmission screening for private pay residents. -- In the case of an individual who, at the time of admission to a nursing facility, is not entitled to benefits under this title, the preadmission screening requirements of this subparagraph shall not apply until such time as the resident is so entitled and, in such case, the preadmission screening requirements shall apply as of the end of the day following the date on which the individual is determined to be so entitled. The p
	 
	(ii) in subparagraph (B) -- 
	 
	(I) in clauses (i) and (ii), by inserting "except as provided in clause (iv)," after "April 1, 1990," each place it appears, 
	 
	(II) in clause (iii)(III), by inserting ", except as provided in clause (iv)" after "April 1, 1990", and 
	 
	(III) by adding at the end the following new clause: 
	 
	"(iv) Delay in application of annual resident review for private pay residents. -- In the case of an individual who, at the time of admission to a nursing facility, is not entitled to benefits under this title, the annual resident review requirements of this subparagraph shall not apply until such time as the resident is so entitled. The previous sentence shall not be construed as prohibiting a State from imposing such an annual resident review requirement with respect to individuals not so entitled at the 
	 
	(B) No compliance action for previous noncompliance. -- The Secretary of Health and Human Services may not impose any sanction against a State under section 1904 or section 1919(e)(7)(D) of the Social Security Act due to the State's failure to comply with the preadmission screening requirements of section 1919(e)(7)(A) of such Act insofar as such requirements applied with respect to individuals not entitled to benefits under title XIX of such Act at the time of their admission. 
	 
	(4) Denial of payments for certain residents not requiring nursing facility services. – Section 1919(e)(7) of such Act (42 U.S.C. 1395r(e)(7)) is amended -- 
	(A) in subparagraph (D) -- 
	 
	(i) in the heading, by striking "where failure to conduct preadmission screening", 
	 
	(ii) by designating the first sentence as clause (i) with the following heading (and appropriate indentation): 
	 
	"(i) For failure to conduct preadmission screening or annual review. -- ", and 
	 
	(iii) by adding at the end the following new clause: 
	 
	"(ii) For certain residents not requiring nursing facility level of services. -- No payment may be made under section 1903(a) with respect to nursing facility services furnished to an individual (other than an individual described in subparagraph (C)(i)) who does not require the level of services provided by a nursing facility."; and 
	 
	(B) in subparagraph (E), by striking "the requirement of this paragraph" and inserting "the requirements of subparagraphs (A) through (C) of this paragraph". 
	 
	(5) No delegation of authority to conduct screening and reviews. -- Section 1919 of such Act is further amended -- 
	 
	(A) in subsection (b)(3)(F), by adding at the end the following: 
	"A State mental health authority and a State mental retardation or developmental disability authority may not delegate (by subcontract or otherwise) their responsibilities under this subparagraph to a nursing facility (or to an entity that has a direct or [*H10168] indirect affiliation or relationship with such a facility)."; and 
	 
	(B) in subsection (e)(7)(B), as amended by paragraph (3)(A)(ii) of this subsection, by adding at the end the following new clause: 
	 
	"(v) Prohibition of delegation. -- A State mental health authority, a State mental retardation or developmental disability authority, and a State may not delegate (by subcontract or otherwise) their responsibilities under this subparagraph to a nursing facility (or to an entity that has a direct or indirect affiliation or relationship with such a facility).". 
	 
	(6) Annual reports. -- 
	 
	(A) State reports. -- Section 1919(e)(7)(C) of such Act (42 U.S.C. 1396r(e)(7)(C)) is amended by adding at the end the following new clause: 
	 
	"(iv) Annual report. -- Each State shall report to the Secretary annually concerning the number and disposition of residents described in each of clauses (ii) and (iii).". 
	 
	(B) Secretarial report. -- Section 4215 of the Omnibus Budget Reconciliation Act of 1987 is amended by adding at the end the following new sentence: "Each such report shall also include a summary of the information reported by States under section 1919(e)(7)(C)(iv) of such Act.". 
	 
	(7) Revision of alternative disposition plans. -- Section 1919(e)(7)(E) of the Social Security Act (42 U.S.C. 1396r(e)(7)(E)) is amended by adding at the end the following: "The State may revise such an agreement, subject to the approval of the Secretary, before October 1, 1991, but only if, under the revised agreement, all residents subject to the agreement who do not require the level of services of such a facility are discharged from the facility by not later than April 1, 1994.". 
	 
	(8) Definition of mentally ill. -- Section 1919(e)(7)(G)(i) of such Act (42 U.S.C. 
	1396r(e)(7)(G)(i)) is amended by striking "primary or secondary" and all that follows through "3rd edition)" and inserting "serious mental illness (as defined by the Secretary)". 
	 
	(9) Substitution of "specialized services" for "active treatment". -- Sections 1919(b)(3)(F) and 1919(e)(7) of such Act (42 U.S.C. 1396r(b)(3)(F), 1396r(e)(7)) are each amended by striking "active treatment" and "active treatment" each place either appears and inserting "specialized services" and "specialized services", respectively. 
	 
	(10) Effective dates. –  
	 
	(A) In general. -- Except as provided in subparagraph (B), the amendments made by this 
	subsection shall take effect as if they were included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
	 
	(B) Exception. -- The amendments made by paragraphs (3), (5), (7), and (9) shall take effect on the date of the enactment of this Act, without regard to whether or not regulations to implement such amendments have been promulgated. 
	 
	(c) Enforcement Process. -- The Secretary of Health and Human Services shall not take (and shall not continue) any action against a State under section 1904 of the Social Security Act on the basis of the State's failure to meet the requirements of section 1919(h)(2) of such Act before the effective date of guidelines, issued by the Secretary, regarding the establishment of remedies by the State under such section, if the State demonstrates to the satisfaction of the Secretary that it has made a good faith e
	 
	(d) Supervision of Health Care of Residents of Nursing Facilities by Nurse Practitioners and Clinical Nurse Specialists Acting in Collaboration With Physicians. -- 
	 
	(1) In general. -- Section 1919(b)(6)(A) of such Act (42 U.S.C. 1396r(b)(6)(A)) is amended by inserting "(or, at the option of a State, under the supervision of a nurse practitioner or clinical nurse specialist who is not an employee of the facility but who is working in collaboration with a physician)" after "physician". 
	(2) Effective date. -- The amendment made by paragraph (1) applies with respect to nursing facility services furnished on or after October 1, 1990, without regard to whether or not final regulations to carry out such amendment have been promulgated by such date. 
	 
	(e) Other Amendments. -- 
	 
	(1) Assurance of appropriate payment amounts. -- 
	 
	(A) In general. -- Section 1902(a)(13)(A) of the Social Security Act (42 U.S.C. 1396a(a)(13)(A)) is amended by inserting "(including the costs of services required to attain or maintain the highest practicable physical, mental, and psychosocial well-being of each resident eligible for benefits under this title)" after "take into account the costs". 
	 
	(B) Details in plan amendment. -- Section 4211(b)(2) of the Omnibus Budget Reconciliation Act of 1987 is amended by inserting after the first sentence the following: "Each such amendment shall include a detailed description of the specific methodology to be used in determining the appropriate adjustment in payment amounts for nursing facility services.". 
	 
	(2) Disclosure of information of quality assessment and assurance committees. -- Section 
	1919(b)(1)(B) of the Social Security Act (42 U.S.C. 1396r(b)(1)(B)) is amended by adding at the end the following new sentence: "A State or the Secretary may not require disclosure of the records of such committee except insofar as such disclosure is related to the compliance of such committee with the requirements of this subparagraph.". 
	 
	(3) Period for resident assessment. -- Section 1919(b)(3)(C)(i)(I) of such Act (42 U.S.C. 
	1396r(b)(3)(C)(i)(I)) is amended by striking "4 days" and inserting "14 days". 
	 
	(4) Clarification of responsibility for services for mentally ill and mentally retarded residents. -- Section 1919(b)(4)(A) of such Act (42 U.S.C. 1396r(b)(4)(A)) is amended -- 
	 
	(A) by striking "and" at the end of clause (v), 
	 
	(B) by striking the period at the end of clause (vi) and inserting "; and", and 
	 
	(C) by inserting after clause (vi) the following new clause: 
	 
	"(vii) treatment and services required by mentally ill and mentally retarded residents not 
	otherwise provided or arranged for (or required to be provided or arranged for) by the State.". 
	 
	(5) Clarification of extent of state waiver authority. -- Section 1919(b)(4)(C)(ii) of such Act (42 U.S.C. 1396r(b)(4)(C)(ii)) is amended by striking "A State" and all that follows through "a facility if" and inserting "To the extent that a facility is unable to meet the requirements of clause (i), a State may waive such requirements with respect to the facility if". 
	 
	(6) Clarification of definition of nurse aide. -- Section 1919(b)(5)(F)(i) of such Act (42 U.S.C. 1396r(b)(5)(F)(i)) is amended by striking "(G))," and inserting "(G)) or a registered dietician,". 
	 
	(7) Clarification of requirements for social services staff. -- Section 1919(b)(7) of such Act (42 U.S.C. 1396r(b)(7)) is amended by striking "one social worker" and all that follows and inserting the following: "one individual employed full-time to provide or assure the provision of social services who -- 
	 
	"(A) is a social worker with at least a bachelor's degree in social work or similar professional qualifications; or 
	 
	"(B) is provided with on-going consultation and assistance in providing such services by a social worker (with the qualifications described in subparagraph (A)) employed by the facility.". 
	 
	(8) Charges applicable in cases of certain medicaid-eligible individuals. -- 
	 
	(A) In General. -- Section 1919(c) of such Act (42 U.S.C. 1396r(c)) is amended -- 
	 
	(i) by redesignating paragraph (7) as paragraph (8), and 
	 
	(ii) by inserting after paragraph (6) the following new paragraph: 
	 
	"(7) Limitation on charges in case of medicaid-eligible individuals. -- 
	 
	"(A) In general. -- A nursing facility may not impose charges, for certain medicaid-eligible individuals for nursing facility services covered by the State under its plan under this title, that exceed the payment amounts established by the State for such services under this title. 
	 
	"(B) Certain medicaid individuals defined. -- In subparagraph (A), the term 'certain medicaid eligible individual' means an individual who is entitled to medical assistance for nursing facility services in the facility under this title but with respect to whom such benefits are not being paid because, in determining the amount of the individual's income to be applied monthly to payment for the costs of such services, the amount of such income exceeds the payment amounts established by the State for such ser
	 
	(B) Effective date. -- The amendments made by subparagraph (A) shall take effect on the date of the enactment of this Act, without regard to whether or not regulations to implement such amendments have been promulgated. 
	 
	(9) Residents' rights to refuse intra-facility transfers to move the resident to a medicare-qualified portion. -- Section 1919(c)(1)(A) of such Act (42 U.S.C. 1396r(c)(1)(A)) is amended – 
	 
	(A) by redesignating clause (x) as clause (xi) and by inserting after clause (ix) the following new clause: 
	 
	"(x) Refusal of certain transfers. -- The right to refuse a transfer to another room within the facility, if a purpose of the transfer is to relocate the resident from a portion of the facility that is not a skilled nursing facility (for purposes of title XVIII) to a portion of the facility that is such a skilled nursing facility."; and 
	 
	(B) by adding at the end the following: "A resident's exercise of a right to refuse transfer under clause (x) shall not affect the resident's eligibility or entitlement to medical assistance under this title or a State's entitlement to Federal medical assistance under this title with respect to services furnished to such a resident.". 
	 
	(10) Residents' rights regarding advance directives. -- Section 1919(c)(1) of such Act (42 U.S.C. 1396r(c)(1)), as amended by paragraph (9), is amended -- 
	 
	(A) in subparagraph (A) -- 
	 
	(i) by redesignating clause (xi) as clause (xii), and 
	 
	(ii) by inserting after clause (x) the following new clause: 
	 
	"(xi) Advance directives. -- The right to compliance by the facility with the provisions of an advance directive."; and 
	 
	(B) by adding at the end the following new subparagraph: 
	 
	"(E) Definition. -- In this paragraph, the term 'advance directive' means a written instruction, such as a living will or durable power of attorney for health care, recognized under State law and relating to the [*H10169] provision of such care when the individual is incapacitated.". 
	 
	(11) Resident access to clinical records. -- Section 1919(c)(1)(A)(iv) of such Act (42 U.S.C. 1396r(c)(1)(A)(iv)) is amended by inserting before the period at the end the following: "and to access to current clinical records of the resident promptly upon request by the resident". 
	 
	(12) Inclusion of state notice of rights in facility notice of rights. -- Section 1919(c)(1)(B)(ii) of such Act (42 U.S.C. 1396r(c)(1)(B)(ii)) is amended by inserting "including the notice (if any) of the State developed under subsection (e)(6)" after "in such rights)". 
	 
	(13) Removal of duplicative requirement for qualifications of nursing home administrators. -- Effective October 1, 1990 -- 
	 
	(A) paragraph (29) of section 1902(a) of the Social Security Act (42 U.S.C. 1396a(a)) is 
	repealed, and 
	 
	(B) section 1908 of such Act (42 U.S.C. 1396g) is repealed. 
	 
	(14) Clarification of nurse aide registry requirements. -- Section 1919(e)(2) of such Act (42 U.S.C. 1396r(e)(2)) is amended -- 
	 
	(A) in subparagraph (A), by striking the period and inserting the following: ", or any individual described in subsection (f)(2)(B)(ii) or in subparagraph (B) or (C) of section 6901(b)(4) of the Omnibus Budget Reconciliation Act of 1989." and 
	 
	(B) by adding at the end the following new subparagraph: 
	 
	"(C) Prohibition against charges. -- A State may not impose any charges on a nurse aide relating to the registry established and maintained under subparagraph (A).". 
	 
	(15) Clarification on findings of neglect. -- Section 1919(g)(1)(C) of such Act (42 U.S.C. 
	1396r(g)(1)(C)) is amended by adding at the end the following: "A State shall not make a 
	finding that an individual has neglected a resident if the individual demonstrates that such 
	neglect was caused by factors beyond the control of the individual.". 
	 
	(16) Timing of public disclosure of survey results. -- Section 1919(g)(5)(A)(i) of such Act (42 U.S.C. 1396r(g)(5)(A)(i)) is amended by striking "deficiencies and plans" and inserting "deficiencies, within 14 calendar days after such information is made available to those facilities, and approved plans". 
	 
	(17) Denial of payment of legal fees for frivolous litigation. -- Section 1903(i) of such Act (42 U.S.C. 1396b(i)), as amended by section 4401(a)(1)(B) of this title, is amended -- 
	 
	(A) by striking "or" at the end of paragraph (9); 
	 
	(B) by striking the period at the end of paragraph (10) and inserting "; or"; and 
	 
	(C) by inserting after paragraph (10) the following new paragraph: 
	 
	"(11) with respect to any amount expended to reimburse (or otherwise compensate) a nursing facility for payment of legal expenses associated with any action initiated by the facility that is dismissed on the basis that no reasonable legal ground existed for the institution of such action." 
	 
	(18) Effective dates. -- The amendments made by this subsection (other than by paragraphs (8) and (13)) shall take effect as if they were included in the enactment of the Omnibus Budget Reconciliation Act of 1987. 
	 
	PART 5 -- MISCELLANEOUS 
	 
	Subpart A -- Payments 
	 
	SEC. 4441. STATE MEDICAID MATCHING PAYMENTS THROUGH  VOLUNTARY CONTRIBUTIONS AND STATE TAXES. 
	 
	(a) Voluntary Contributions. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended by adding at the end the following new subsection: 
	 
	"(s)(1)(A) Subject to subparagraphs (B) and (C), financial participation described in subsection (a)(2) may include the application of private funds donated by hospitals to, and subject to the unrestricted control of, the State. 
	 
	"(B) Financial participation -- 
	 
	"(i) may not include donations to the extent their aggregate amount exceeds in any Federal fiscal year 10 percent of the non-Federal portion of expenditures under the plan in the year, and 
	 
	"(ii) may not include donations made by, or on behalf of, or with respect to, any particular hospital, to the extent that their aggregate amount in an annual cost reporting period exceeds 10 percent of the gross revenues of the hospital (not taking into account any Federal revenues under this title or under title V or title XVIII). 
	 
	"(C) For purposes of this paragraph, the fact that a hospital may receive some benefit from a transfer of funds to a State shall not prevent the transfer from being treated as the donation of funds, unless the amount of benefit to the hospital is directly related, in timing and amount, to the timing and amount of the transfer.". 
	 
	(b) State Tax Contributions. -- Section 1902(s) of such Act, added by the amendment made by subsection (a), is amended by adding at the end the following new paragraph: 
	 
	"(2) Nothing in this title (including sections 1903(a) and 1905(a)) shall be construed as 
	authorizing the Secretary to deny or limit payments to a State for expenditures, for medical assistance for items or services, attributable to taxes (whether or not of general applicability) imposed with respect to the provision of such items or services.". 
	 
	(c) Effective Dates. -- 
	 
	(1) Voluntary contribution. -- The amendment made by subsection (a) shall apply to funds donated on or after January 1, 1991. 
	 
	(2) State tax contribution. -- The amendment made by subsection (b) shall take effect on 
	January 1, 1991. 
	 
	SEC. 4442. DISPROPORTIONATE SHARE HOSPITALS: COUNTING OF INPATIENT DAYS AND TREATMENT OF CAPITAL PASS-THROUGHS. 
	 
	(a) Clarification of Medicaid Disproportionate Share Adjustment Calculation. -- Section 
	1923(b)(2) of the Social Security Act (42 U.S.C. 1396r-4(b)(2)) is amended by adding at the end the following new sentence: "In this paragraph, the term 'inpatient day' includes each day in which an individual (including a newborn) is an inpatient in the hospital, whether or not the individual is in a specialized ward and whether or not the individual remains in the hospital for lack of suitable placement elsewhere.". 
	 
	(b) Federal Financial Participation for Medicaid Capital Payments. -- Section 1902(h) of such Act (42 U.S.C. 1396a(h)) is amended by inserting "(including pass-through payments for capital costs)" after "payment adjustments". 
	 
	(c) Effective Dates. -- 
	 
	(1) Clarification of inpatient days. -- The amendment made by subsection (a) shall take effect on July 1, 1990. 
	 
	(2) Federal financial participation. -- The amendment made by subsection (b) shall be effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1981. 
	 
	SEC. 4443. DISPROPORTIONATE SHARE HOSPITALS: ALTERNATIVE STATE PAYMENT ADJUSTMENTS AND SYSTEMS. 
	 
	(a) Alternative State Payment Adjustments. -- Section 1923(c) of the Social Security Act (42 U.S.C. 1396r-4(c)) is amended -- 
	 
	(1) by striking "or" at the end of paragraph (1); 
	 
	(2) by adding "or" at the end of paragraph (2); and 
	 
	(3) by inserting after paragraph (2) the following new paragraph: 
	 
	"(3) provide for a minimum specified additional payment amount (or increased percentage payment) based on a formula that takes into account the characteristics of patients of categories of disproportionate share hospitals in the State and that does not take into account (and is not related in timing or amount to) the amount or timing of any voluntary contribution directly or indirectly by such a hospital;". 
	 
	(b) Clarification of Special Rule for State Using Health Insuring Organization. -- Section 
	1923(e)(2) of such Act (42 U.S.C. 1396r-4(e)(2)) is amended by striking "during the 3-year period". 
	 
	(c) Effective Date. -- The amendments made by this section shall take effect as if included in the enactment of section 412(a)(2) of the Omnibus Budget Reconciliation Act of 1987. 
	 
	SEC. 4444. DISPROPORTIONATE SHARE HOSPITALS: MINIMUM PAYMENT ADJUSTMENT FOR CERTAIN HOSPITALS. 
	 
	Section 1923 of the Social Security Act (42 U.S.C. 1396r-4) is amended -- 
	 
	(1) in subsection (c), by striking "In order" and inserting "Except as provided in subsection (f), in order"; and 
	 
	(2) by adding at the end the following new subsection: 
	 
	"(f) Minimum Payment Adjustment for Certain Hospitals. -- 
	 
	"(1) Amount of payment. -- In the case of a hospital described in paragraph (2), the appropriate increase in the rate or amount of payments required under subsection (a)(1)(B) shall be equal to at least one-half of the amount paid under the State plan to the hospital for operating costs for inpatient hospital services (of the kind described in section 1886(a)(4)), except that the aggregate payments made to such a hospital by a State during a fiscal year under the plan may not exceed the reasonable costs to 
	 
	"(2) Description of hospital. -- A hospital described in this paragraph is a hospital that -- 
	 
	"(A) is a nonprofit, private entity which is not a teaching hospital; 
	 
	"(B) has a medicaid inpatient utilization rate (as defined in subsection (b)(2)) of at least 45 percent; 
	 
	"(C) has a private pay utilization rate (as defined in paragraph (3)) of not more than 8 percent; and 
	 
	"(D) is located in a health manpower shortage area (as defined in section 332 of the Public Health Service Act) in a State which had a waiver approved and in effect under section 1915(b)(4) as of the date of the enactment of this subsection. 
	 
	"(3) Definition. -- In paragraph (2)(C), the term 'private pay utilization rate' means, for a 
	hospital, a fraction (expressed as a percentage), the numerator of which is the hospital's number of inpatient days attributable to patients who (for such days) have private third party coverage of health benefits in a period, and the denominator of which is [*H10170] the total number of the hospital's inpatient days in that period.". 
	 
	(b) Conforming Amendment. -- Section 1923(b)(2) of such Act (42 U.S.C. 1396r-4(b)(2)) is amended by striking "(1)(A)" and inserting "(1)(A) and subsection (f)". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to calendar quarters beginning on or after January 1, 1991, and before October 1, 1993, without regard to whether or not regulations to implement such amendments have been promulgated by such date. 
	 
	SEC. 4445. FEDERALLY-QUALIFIED HEALTH CENTERS. 
	 
	(a) Clarification of Use of Medicare Payment Methodology. -- Section 1902(a)(13)(E) of the Social Security Act (42 U.S.C. 1396a(a)(13)(E)) is amended -- 
	 
	(1) by striking "may prescribe" the first place it appears and inserting "prescribes", and 
	 
	(2) by striking "on such tests of reasonableness as the Secretary may prescribe in regulations under this subparagraph" and inserting "on the same methodology used under section 1833(a)(3)". 
	 
	(b) Minimum Payment Rates by Health Maintenance Organizations. -- Section 1903(m)(2)(A) of such Act (42 U.S.C. 1396b(m)(2)(A)) is amended -- 
	 
	(1) by striking "and" at the end of clause (vii), 
	 
	(2) by striking the period at the end of clause (viii) and inserting ", and", and 
	 
	(3) by adding at the end the following new clause: 
	 
	"(ix) such contract provides, in the case of an entity that is a Federally-qualified health center or that provides for services through arrangements with such a center, that (I) rates of prepayment from the State are adjusted to reflect fully the rates of payment specified in section 1902(a)(13)(E), and (II) payments made by the entity to such a center for services described in 1905(a)(2)(C) are made at the rates of payment specified in section 1902(a)(13)(E).". 
	 
	(c) Clarification in Treatment of Outpatients. -- Section 1905(l)(2) of such Act (42 U.S.C. 
	1396d(l)(2)) is amended -- 
	 
	(1) in subparagraph (A), by striking "outpatient" and inserting "patient (other than an 
	inpatient)", and 
	 
	(2) in subparagraph (B), by striking "facility" and inserting "entity". 
	 
	(d) Treatment of Indian Tribes. -- The first sentence of section 1905(l)(2)(B) of such Act (42 U.S.C. 1396d(l)(2)(B)) is amended -- 
	 
	(1) by striking the period at the end and inserting a comma, and 
	 
	(2) by adding, after and below clause (ii), the following: 
	 
	"and includes an outpatient health program or facility operated by a tribe or tribal organization under the Indian Self-Determination Act (Public Law 93-638).". 
	 
	(e) Technical Correction. -- Section 6402 of the Omnibus Budget Reconciliation Act of 1989 is amended -- 
	 
	(1) by striking subsection (c), and 
	 
	(2) by amending subsection (d) to read as follows: 
	 
	"(c) Effective Date. -- The amendments made by this section (except as otherwise provided in such amendments) shall take effect on the date of the enactment of this Act.". 
	 
	(f) Effective Date. -- The amendments made by this section shall be effective as if included in the enactment of the Omnibus Budget Reconciliation Act of 1989. 
	 
	SEC. 4446. HOSPICE PAYMENTS. 
	 
	(a) In General. -- Section 1905(o)(3) of the Social Security Act (42 U.S.C. 1396d(o)(3)) is amended -- 
	 
	(1) by striking "a State which elects" and all that follows through "with respect to" the first place it appears, 
	 
	(2) by striking "skilled nursing or intermediate care facility" in subparagraphs (A) and  
	 
	(C) and inserting "nursing facility or intermediate care facility for the mentally retarded"; 
	 
	(3) by striking "the amounts allocated under the plan for room and board in the facility, in 
	accordance with the rates established under section 1902(a)(13)," and inserting "the additional amount described in section 1902(a)(13)(D)", and 
	 
	(4) by striking the last sentence. 
	 
	(b) Effective Date. -- The amendments made by subsection (a) shall be effective as if included in the amendments made by section 6408(c)(1) of the Omnibus Budget Reconciliation Act of 1989. 
	 
	SEC. 4447. LIMITATIONS ON DISALLOWANCE OF CERTAIN INPATIENT PSYCHIATRIC HOSPITAL SERVICES. 
	 
	(a) In General. -- The Secretary of Health and Human Services may not disallow or defer Federal financial participation under section 1903(a) of the Social Security Act for inpatient psychiatric hospital services for individuals under age 21 under paragraph (16) of section 1905(a) of such Act in a State in which the Inspector General of the Department of Health and Human Services has initiated or completed reviews or audits of such services (but for which services the Secretary has not issued a disallowance
	 
	(b) Limitations on Disallowance. -- With respect to services described in subsection (a) -- 
	 
	(1) the Secretary may disallow or defer Federal financial participation only for services provided to an individual eligible under title XIX of the Social Security Act before the date the facility is able to document (through plan of care or utilization review procedures) that the services in the facility on an inpatient basis are necessary (as described in section 1905(h)(1)(B)(ii) of the Social Security Act); 
	 
	(2) the Secretary may disallow or defer Federal financial participation only for services for which facilities in the State did not meet the requirement of section 1905(h)(1)(B)(ii) of such Act during the 3-year period ending on the date an audit is initiated with respect to such services; and 
	 
	(3) the disallowance of Federal financial participation during the period in which the requirement of section 1905(h)(1)(B)(ii) of such Act was not met by facilities in the State with respect to such services may not exceed 25 percent of the amount of the disallowance that would otherwise be made in accordance with this section. 
	 
	(c) Effectiveness. -- This section shall apply to disallowance actions that are pending or for which there has not been a final judicial decision as of the date of the enactment of this Act. 
	 
	SEC. 4448. TREATMENT OF INTEREST ON INDIANA DISALLOWANCE. 
	 
	With respect to any disallowance of Federal financial participation under section 1903(a) of the Social Security Act for intermediate care facility services, intermediate care facility services for the mentally retarded, or skilled nursing facility services on the ground that the facilities in the State of Indiana were not certified in accordance with law during the period beginning June 1, 1982, and ending September 30, 1984, payment of such disallowance may be deferred without interest that would otherwis
	 
	Subpart B -- Eligibility and Coverage 
	 
	SEC. 4451. PROVIDING FEDERAL MEDICAL ASSISTANCE FOR PAYMENTS FOR PREMIUMS FOR "COBRA" CONTINUATION COVERAGE WHERE COST EFFECTIVE. 
	 
	(a) Optional Payment of COBRA Premiums for Qualified COBRA Continuation Beneficiaries. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended -- 
	 
	(1) in subsection (a)(10) -- 
	 
	(A) by striking "and" at the end of subparagraph (D), 
	 
	(B) by adding "and" at the end of subparagraph (E), 
	 
	(C) by inserting after subparagraph (E) the following new subparagraph: 
	 
	"(F) at the option of a State, for making medical assistance available for COBRA premiums (as defined in subsection (t)(2)) for qualified COBRA continuation beneficiaries described in section 1902(t)(1);", and 
	 
	(D) in the matter following subparagraph (E), by striking "and" before "(X)" and by inserting before the semicolon at the end the following: ", and (XI) the medical assistance made available to an individual described in subsection (t)(1) who is eligible for medical assistance only because of subparagraph (F) shall be limited to medical assistance for COBRA continuation premiums (as defined in subsection (t)(2))"; and 
	 
	(2) by adding after the subsection added by section 4441(a) the following new subsection: 
	 
	"(t)(1) Individuals described in this paragraph are individuals -- 
	 
	"(A) who are entitled to elect COBRA continuation coverage (as defined in paragraph (3)), 
	 
	"(B) whose income (as determined under section 1612 for purposes of the supplemental security income program) does not exceed 100 percent of the official poverty line (as defined by the Office of Management and Budget, and revised annually in accordance with section 673(2) of the Omnibus Budget Reconciliation Act of 1981) applicable to a family of the size involved, 
	 
	"(C) whose resources (as determined under section 1613 for purposes of the supplemental 
	security income program) do not exceed twice the maximum amount of resources that an 
	individual may have and obtain benefits under that program, and 
	 
	"(D) with respect to whose enrollment for COBRA continuation coverage the State has 
	determined that the savings in expenditures under this title resulting from such enrollment is likely to exceed the amount of payments for COBRA premiums made. 
	 
	"(2) For purposes of subsection (a)(10)(F) and this subsection, the term 'COBRA premiums' means the applicable premium imposed with respect to COBRA continuation coverage. 
	 
	"(3) In this subsection, the term 'COBRA continuation coverage' means coverage under a group health plan provided pursuant to title XXII of the Public Health Service Act, section 4980B of the Internal Revenue Code of 1986, or title VI of the Employee Retirement Income Security Act of 1974. 
	 
	"(4) Notwithstanding subsection (a)(17), for individuals described in paragraph (1) who are covered under the State plan by virtue of subsection (a)(10)(A)(ii)(XI) -- 
	 
	"(A) the income standard to be applied is the income standard described in paragraph (1)(B), and 
	 
	"(B) except as provided in section 1612(b)(4)(B)(ii), costs incurred for medical care or for any other type of remedial care shall not be taken into account in determining income. 
	 
	[*H10171] Any different treatment provided under this paragraph for such individuals shall not, because of subsection (a)(10)(B) or (a)(17), require or permit such treatment for other individuals.". 
	 
	(b) Conforming Amendment. -- Section 1905(a) of such Act (42 U.S.C. 1396d(a)) is amended -- 
	 
	(1) by striking "or" at the end of clause (viii), 
	 
	(2) by adding "or" at the end of clause (ix), and 
	 
	(3) by inserting after clause (ix) the following new clause: 
	 
	"(x) individuals described in section 1902(t)(1),". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply to medical assistance furnished on or after January 1, 1991. 
	 
	SEC. 4452. PROVISIONS RELATING TO SPOUSAL IMPOVERISHMENT. 
	 
	(a) Clarification of Non-Application of State Community Property Laws. -- Section 1924(b)(2) of the Social Security Act (42 U.S.C. 1396r-5(b)(2)) is amended in the matter preceding subparagraph (A) by striking "spouse," and inserting "spouse for purposes of this section,". 
	 
	(b) Clarification of Transfer of Resources to Community Spouse. -- Section 1924(f)(1) of such Act (42 U.S.C. 1396r-5(f)(1)) is amended by striking "section 1917" and inserting "section 1917(c)(1)". 
	 
	(c) Clarification of Period of Continuous Eligibility. -- Section 1924(c)(1) of such Act (42 U.S.C. 1396r-1(c)(1)) is amended by striking "the beginning of a continuous period of 
	institutionalization of the institutionalized spouse" each place it appears and inserting "the beginning of the first continuous period of institutionalization (beginning on or after September 30, 1989) of the institutionalized spouse". 
	 
	(d) Effective Date. -- The amendments made this section shall take effect as if included in the enactment of section 303 of the Medicare Catastrophic Coverage Act of 1988. 
	 
	SEC. 4453. DISREGARDING GERMAN REPARATION PAYMENTS FROM POST-ELIGIBILITY TREATMENT OF INCOME UNDER THE MEDICAID PROGRAM. 
	 
	(a) In General. -- Section 1902(r)(1) of the Social Security Act (42 U.S.C. 1396a) is amended by inserting "there shall be disregarded reparation payments made by the Federal Republic of Germany and" after "under such a waiver". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to treatment of income for months beginning more than 30 days after the date of the enactment of this Act.  
	 
	SEC. 4454. AMENDMENTS RELATING TO MEDICAID TRANSITION PROVISION. 
	 
	(a) Repeal of Sunset. -- Subsection (f) of section 1925 of the Social Security Act (42 U.S.C. 1396s) is repealed. 
	 
	(b) Additional Amendments. -- Such section is further amended -- 
	 
	(1) in subsection (b)(2)(B)(i), by inserting at the end the following: "A State may permit such additional extended assistance under this subsection notwithstanding a failure to report under this clause if the family has established, to the satisfaction of the State, good cause for the failure to report on a timely basis."; 
	 
	(2) in subsection (b)(2)(B), by adding at the end the following new clause: 
	 
	"(iii) Clarification on frequency of reporting. -- A State may not require that a family receiving extended assistance under this subsection or subsection (a) report more frequently than as required under clause (i) or (ii)."; and 
	 
	(3) in subsection (b)(3)(B), by adding at the end the following: "No such termination shall be effective earlier than 10 days after the date of mailing of such notice.". 
	 
	(c) Effective Date. -- The amendments made by subsection (b) shall be effective as if included in the enactment of the Family Support Act of 1988. 
	 
	SEC. 4455. CLARIFYING EFFECT OF HOSPICE ELECTION. 
	 
	Section 1905(o)(1)(A) of the Social Security Act (42 U.S.C. 1396d(o)(1)(A)) is amended by inserting "and for which payment may otherwise be made under title XVIII" after "described in section 1812(d)(2)(A)". 
	 
	SEC. 4456. CLARIFICATION OF APPLICATION OF 133 PERCENT INCOME LIMIT TO MEDICALLY NEEDY. 
	 
	(a) In General. -- Section 1903(f) of the Social Security Act (42 U.S.C. 1396b(f)(4)) is amended – 
	 
	(1) in paragraph (1), by striking "Except as provided in paragraph (4)" and inserting "Subject to paragraph (4)", and 
	 
	(2) in paragraph (4), by striking "shall not apply" and all that follows through the end and 
	inserting "shall only apply with respect to any amount expended by a State as medical assistance for an individual who is only eligible for such assistance as an individual described in section 1902(a)(10)(C) at the time of the provision of the medical assistance giving rise to such expenditure.". 
	 
	(b) Conforming Amendments. -- Section 1902(a)(10)(A)(ii) of such Act (42 U.S.C. 
	1396a(a)(10)(A)(ii)) is amended -- 
	 
	(1) in subclause (V), by striking "whose income does not exceed a separate income standard established by the State which is consistent with the limit established under section 1903(f)(4)(C)" and inserting "whose income does not exceed a separate income standard established by the State, which income (as determined under section 1612, but without regard to subsection (b) thereof) does not exceed 300 percent of the supplemental security income benefit rate established by section 1611(b)(1)", and 
	 
	(2) in subclauses (VI) and (VII), by inserting "(applying the resource and income standards applicable under subclause (V))" after "in a medical institution". 
	 
	(c) Additional Conforming Amendment. -- Effective as if included in the enactment of section 303(e) of the Medicare Catastrophic Coverage Act of 1988, section 1902(f) of the Social Security Act (42 U.S.C. 1396a(f)) is amended by striking "subsection (e)" and inserting "subsections (e) and (r)(2)". 
	 
	(d) Medically Needy Income Levels for Certain 1-Member Families. -- 
	 
	(1) In general. -- For purposes of section 1903(f)(1)(B) of the Social Security Act, for payments made before, on, or after the date of the enactment of this Act, a State described in subparagraph (B) may use, in determining the "highest amount which would ordinarily be paid to a family of the same size" (under the State's plan approved under part A of title IV of such Act) in the case of a family consisting only of one individual and without regard to whether or not such plan provides for aid to families c
	 
	(2) States covered. -- Paragraph (1) shall only apply to a State the State plan of which (under title XIX of the Social Security Act) as of June 1, 1989, provided for the policy described in such paragraph. For purposes of the previous sentence, a State plan includes all the matter included in a State plan under section 2373(c)(5) of the Deficit Reduction Act of 1984 (as amended by section 9 of the Medicare and Medicaid Patient and Program Protection Act of 1987). 
	 
	(e) Effective Date. -- The amendments made by subsections (a) and (b) shall take effect as if included in the enactment of the Omnibus Budget Reconciliation Act of 1986. 
	 
	SEC. 4457. CODIFICATION OF COVERAGE OF REHABILITATION SERVICES. 
	 
	(a) In General. -- Section 1905(a)(13) of the Social Security Act (42 U.S.C. 1396d(a)(13)) is amended by inserting before the semicolon at the end the following: ", including any medical or remedial services (provided in a facility, a home, or other setting) recommended by a physician or other licensed practitioner of the healing arts within the scope of their practice under State law, for the maximum reduction of physical or mental disability and restoration of an individual to the best possible functional
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect on the date of the enactment of this Act. 
	 
	SEC. 4458. PERSONAL CARE SERVICES FOR MINNESOTA. 
	 
	(a) Clarification of Coverage. -- In applying section 1905 of the Social Security Act with respect to Minnesota, medical assistance shall include payment for personal care services described in subsection (b). 
	 
	(b) Personal Care Services Defined. -- For purposes of this section, the term "personal care services" means services -- 
	 
	(1) prescribed by a physician for an individual in accordance with a plan of treatment, 
	 
	(2) provided by a person who is qualified to provide such services who is not a member of the individual's family,  
	 
	(3) supervised by a registered nurse, and 
	 
	(4) furnished in a home or other location; but does not include such services furnished to an inpatient or resident of a hospital or nursing facility. 
	 
	(c) Effective Date. -- This section shall take effect on the date of the enactment of this Act and shall also apply to personal care services furnished before such date pursuant to regulations in effect as of July 1, 1989. 
	 
	Subpart C -- Health Maintenance Organizations 
	 
	SEC. 4461. REQUIREMENTS FOR RISK-SHARING HEALTH MAINTENANCE ORGANIZATIONS UNDER MEDICAID. 
	 
	(a) HMO Minimum Membership Requirements. -- Section 1903(m)(2)(A) of the Social Security Act (42 U.S.C. 1396b(m)(2)(A)) is amended -- 
	 
	(1) by striking ", and" at the end of clause (vii) and inserting a semicolon; 
	 
	(2) by striking the period at the end of clause (viii) and inserting "; and"; and 
	 
	(3) by adding at the end the following new clause: 
	 
	"(ix) such entity has at least 5,000 members, except that the Secretary may make payment 
	under this title for services provided by an entity that has fewer members if the entity primarily serves members residing in a rural area.". 
	 
	(b) Application of Minimum Enrollment, Patient Mix, and Financial Solvency Requirements to Risk-Sharing Subcontractors. -- Section 1903(m)(2)(A) of such Act (42 U.S.C. 1396b(m)(2)(A)), as amended by subsection (a), is further amended -- 
	 
	(1) by striking "and" at the end of clause (viii); 
	 
	(2) by striking the period at the end of clause (ix) and inserting "; and"; and 
	 
	(3) by adding at the end the following new clause: 
	 
	"(x) in the case of services provided by an entity that has entered into an agreement for the provision of such services with an [*H10172] other entity (other than an entity described in subparagraph (B)) under which payment to the other entity for such services is determined under a prepaid capitation basis or under any other risk basis -- 
	 
	"(I) the other entity meets the requirements of clauses (ii) and (ix), and 
	 
	"(II) if the other entity is not a qualified health maintenance organization (as defined in section 1310(d) of the Public Health Service Act), such other entity meets the requirements of paragraph (1)(A)(ii) and paragraph (4).". 
	 
	(c) Delay in Implementation of Prohibition Against Physician Incentive Payments. – Section 1128A(b) of such Act (42 U.S.C. 1320a-7a(b)) is amended by adding at the end the following new paragraph: 
	 
	"(3) With respect to an entity with a contract under section 1903(m), paragraph (1) shall apply to payments made by such an entity on or after April 1, 1992.". 
	 
	(d) Effective Date. -- The amendments made by subsections (a) and (b) shall apply to contract years beginning on or after January 1, 1991. 
	 
	SEC. 4462. SPECIAL RULES. 
	 
	(a) Waiver of 75 Percent Rule for Public Entities. -- Section 1903(m)(2)(D) of the Social Security Act (42 U.S.C. 1396b(m)(2)(D)) is amended by striking "(i) special circumstances warrant such modification or waiver, and (ii)". 
	 
	(b) Extending Special Treatment to Medicare Competitive Medical Plans. -- 
	 
	(1) 6-month minimum enrollment period option. -- Section 1902(e)(2)(A) of such Act (42 U.S.C. 1396a(e)(2)(A)) is amended by inserting "or with an eligible organization with a contract under section 1876" after "1903(m)(2)(A)". 
	 
	(2) Enrollment lock-in. -- Section 1903(m)(2)(F)(i) of such Act (42 U.S.C. 1396b(m)(2)(F)(i)) is amended -- 
	 
	(A) by striking "(G) or" and inserting "(G),", and 
	 
	(B) adding at the end the following: "or with an eligible organization with a contract under section 1876 which meets the requirement of subparagraph (A)(ii), or". 
	 
	(c) Automatic 1-Month Reenrollment for Short Periods of Ineligibility. -- Section 1903(m)(2) of such Act is amended by adding at the end the following new subparagraph:  
	 
	"(H) In the case of an individual who -- 
	 
	"(i) in a month is eligible for benefits under this title and enrolled with a health maintenance organization with a contract under this paragraph, 
	 
	"(ii) in the next month (or in the next 2 months) is not eligible for such benefits, but 
	 
	"(iii) in the succeeding month is again eligible for such benefits, 
	the State plan, subject to subparagraph (A)(vi), may enroll the individual for that succeeding month with the health maintenance organization described in clause (i) if the organization continues to have a contract under this paragraph with the State.". 
	 
	(d) Elimination of Provisional Qualification for HMOs. -- Section 1903(m) of such Act is amended – 
	 
	(1) in paragraph (2)(A)(i), by striking "(or the State as authorized by paragraph (3))", and 
	 
	(2) by striking paragraph (3). 
	 
	(e) Effective Date. -- The amendments made by this section shall take effect on the date of the enactment of this Act. 
	 
	SEC. 4463. EXTENSION AND EXPANSION OF MINNESOTA PREPAID MEDICAID DEMONSTRATION PROJECT. 
	 
	Section 507 of the Family Support Act of 1988 is amended -- 
	 
	(1) by striking "1991" and inserting "1996"; and 
	 
	(2) by striking the period at the end and inserting the following: ", and shall amend such waiver to permit the State to expand such demonstration project to other counties if the amount of medical assistance provided under title XIX of such Act after such expansion will not exceed the amount of medical assistance provided under such title had the project not been expanded to other counties.". 
	 
	SEC. 4464. TREATMENT OF DAYTON AREA HEALTH PLAN. 
	 
	Section 9517(c)(2)(C) of the Consolidated Omnibus Budget Reconciliation Act of 1985 is amended by adding at the end the following: "In the case of the Dayton Area Health Plan, clause 
	 
	(ii) of section 1903(m)(2)(A) of the Social Security Act shall not apply during the 5-year period beginning on the date the Secretary of Health and Human Services has granted the plan a waiver under section 1915(b) of such Act of certain requirements of section 1902 of such Act.". 
	 
	SEC. 4465. TREATMENT OF CERTAIN COUNTY-OPERATED HEALTH INSURING ORGANIZATIONS. 
	 
	Section 9517(c) of the Consolidated Omnibus Budget Reconciliation Act of 1985 is amended -- 
	 
	(A) in paragraph (2)(A), by inserting "and in paragraph (3)" after "subparagraph (B)", and 
	 
	(B) by adding at the end the following new paragraph: 
	 
	"(3)(A) Subject to subparagraph (C), in the case of up to 3 health insuring organizations which are described in subparagraph (B), which first become operational on or after January 1, 1986, and which are designated by the Governor, and approved by the Legislature, of California, the amendments made by paragraph (1) shall not apply. 
	 
	"(B) A health insuring organization described in this subparagraph is one that -- 
	 
	"(i) is operated directly by a public entity established by a county government in the State of California under a State enabling statute; 
	 
	"(ii) enrolls all medicaid beneficiaries residing in the county in which it operates; 
	 
	"(iii) meets the requirements for health maintenance organizations under the Knox-Keene Act (Cal. Health and Safety Code, section 1340 et seq.) and the Waxman-Duffy Act (Cal. Welfare and Institutions Code, section 14450 et seq.); 
	 
	"(iv) assures a reasonable choice of providers, which includes providers that have historically served medicaid beneficiaries and which does not impose any restriction which substantially impairs access to covered services of adequate quality where medically necessary; 
	 
	"(v) provides for a payment adjustment for a disproportionate share hospital (as defined under State law consistent with section 1923 of the Social Security Act) in a manner consistent with the requirements of such section; and 
	 
	"(vi) provides for payment, in the case of childrens' hospital services provided to Medicaid beneficiaries who are under 21 years of age, who are children with special health care needs under title V of the Social Security Act, and who are receiving care coordination services under such title, at rates determined by the California Medical Assistance Commission. 
	 
	"(C) Subparagraph (A) shall not apply with respect to any period for which the Secretary of Health and Human Services determines that the number of medicaid beneficiaries enrolled with health insuring organizations described in subparagraph (B) exceeds 10 percent of the number of such beneficiaries in the State of California. 
	 
	"(D) In this paragraph, the term 'medicaid beneficiary' means an individual who is entitled to medical assistance under the State plan under title XIX of the Social Security Act, other than a qualified medicare beneficiary who is only entitled to such assistance because of section 1902(a)(10)(E) of such title.". 
	 
	Subpart D -- Demonstration Projects and Home and Community-Based Waivers 
	 
	SEC. 4471. MEDICAID LONG-TERM CARE INSURANCE DEMONSTRATION PROJECT. 
	 
	(a) Authorization of Projects. -- 
	 
	(1) In general. -- The Secretary of Health and Human Services (in this section referred to as the "Secretary"), upon application by any State may approve demonstration projects (each in this section referred to as a "project") under which covered long-term care beneficiaries (as defined in paragraph (3)(A)) who are 65 years of age or older and who have exhausted benefits under the qualified long-term care insurance policy are made eligible under the special rules specified in paragraph (2) to receive benefi
	 
	(2) Special eligibility provisions. -- 
	 
	(A) Initial eligibility. -- In determining the initial eligibility for medical assistance with respect to long-term care services under the State medicaid plan -- 
	 
	(i) the income of each covered long-term care beneficiary who is 65 years of age or older and who has exhausted benefits under the qualified long-term care insurance policy shall be disregarded, and 
	 
	(ii) subject to subparagraph (D), the valuation of the assets of such beneficiary shall be reduced by the amount of protection provided under the long-term care insurance policy recognized under the project. 
	 
	(B) Post-eligibility. -- The amount such a beneficiary is required to contribute toward the cost of long-term care services shall be the same as other individuals entitled to such services under the State plan, except that, subject to subparagraph (D), the valuation of the assets of the beneficiary shall be reduced by the amount of protection provided under the long-term care insurance policy recognized under the project. 
	 
	(C) Nondiscrimination. -- Except as specified in this paragraph, a State medicaid plan may not discriminate, in the services covered or otherwise, against any individual based on whether or not the individual participates in a project under this section. 
	 
	(D) Maximum level of asset protection. -- 
	 
	(i) In general. -- In no case shall the valuation of assets of a beneficiary be reduced by more than the maximum benefit level of the qualified long-term care insurance policy or the amount specified in clause (ii), whichever is less. 
	 
	(ii) Indexed limit. -- The amount specified in this clause is $75,000 increased by the same 
	percentage as the percentage increase in the Consumer Price Index for All Urban Consumers (all items; U.S. city average) from December 1991 to December of the year preceding the year involved. 
	 
	(3) Definitions. -- In this section: 
	 
	(A) The term "covered long-term care beneficiary" means an individual who at any time 
	purchases benefits under a qualified long-term care insurance policy, and who voluntarily elects, at the time of purchase of such policy, to participate in the project. 
	 
	(B) The term "long-term care services" means medical assistance for the following items and services, to the extent the State [*H10173] medicaid plan otherwise makes medical assistance available to individuals entitled to benefits under the plan: 
	 
	(i) Nursing facility services. 
	 
	(ii) Home health care services (described in section 1905(a)(7) of the Social Security Act). 
	 
	(iii) Private duty nursing services. 
	 
	(iv) Case management services. 
	 
	(v) Homemaker/home health aide services. 
	 
	(vi) Personal care services. 
	 
	(vii) Adult day health services. 
	 
	(viii) Respite care. 
	 
	(C) The term "State medicaid plan" means the plan of medical assistance of a State approved under title XIX of the Social Security Act. 
	 
	(D) The term "qualified long-term care insurance policy" means a long-term care insurance policy that meets the requirements of subsection (e). 
	 
	(b) Terms of Projects. -- 
	 
	(1) In general. -- The Secretary may not approve a project of a State under this section unless the Secretary finds that the project meets the following requirements: 
	 
	(A) The terms of the project are disclosed to each individual before the individual is enrolled under the project. 
	 
	(B) Subject to subsection (e)(8)(C), any qualified long-term care insurance policy made available in conjunction with the project cannot condition, or otherwise limit, payment under the policy in any manner because the insured is eligible for, or payment may be made, for services under any public program (including the medicare or medicaid programs). 
	 
	(2) Limit on number of lives insured under all projects. -- The Secretary shall approve projects under this section in a manner that assures that there are never more than 25,000 covered longterm care beneficiaries under all the projects. The Secretary, consistent with the previous sentence, may require that a project of a State must permit enrollment of a minimum number of covered long-term care beneficiaries. 
	 
	(3) Waiver of certain requirements. -- The Secretary may waive the following requirements in title XIX of the Social Security Act with respect to covered long-term care beneficiaries who are 65 years of age or older and who have exhausted benefits under a qualified long-term care insurance policy to the extent required to carry out a project: 
	 
	(A) Sections 1901, 1902(a)(1), 1902(a)(10) (other than subparagraph (B)), 1902(a)(17), and 1903(f), relating to required eligibility and benefits. 
	 
	(B) Sections 1902(a)(14) and 1916(b), relating to premiums and cost-sharing. 
	 
	(c) Limitation on Payments. -- Notwithstanding section 1903 of the Social Security Act, payment may not be made under such section for Federal financial participation for medical assistance with respect to long-term care services under a State medicaid plan for individuals 65 years of age or older during a year in which the project is in effect under this section in a State to the extent that such expenditures exceed the projected amount (determined by the Secretary at the time of approval of the project) t
	 
	(d) State Assurances. -- The Secretary shall not approve an application of a State under this section unless the State provides assurance satisfactory to the Secretary that -- 
	 
	(1) aggregate expenditures under the plan for long-term care services for individuals 65 years of age or older in any fiscal year under the project will not exceed the aggregate expenditures under the plan for such services for such individuals in the fiscal year in the absence of such project; 
	 
	(2) there will be no reduction or limitation of benefits to any individual eligible for medical assistance under the State medicaid plan as a result of operation of the project; 
	 
	(3) the State will continue to make long-term care services available under the plan, at least to the extent such services are made available under the plan as in effect before the date of such approval and could continue to be provided consistent with law; 
	 
	(4) the State will not permit the sale of any qualified long-term care insurance policy under the project unless the State has determined that the policy meets requirements specified in subsection (e) and meets standards at least as stringent as those set forth in the NAIC Long- Term Care Insurance Model Act (as of June 1989) and the NAIC regulations implementing the Act (to the extent not inconsistent with the requirements of subsection (e)); 
	 
	(5) in the sale of long-term care insurance policies not covered under the project, the State will require, at or before the time of sale of such a policy, that there be a disclosure of the fact that purchase of such a policy will not provide potential benefits under title XIX of the Social Security Act, unlike such policies covered under the project; 
	 
	(6) the State will guarantee the payment of benefits under qualified long-term care insurance policies sold under the project; 
	 
	(7) the percentage, of the income official poverty line, established by the State under section 1902(l)(2)(A)(i) of the Social Security Act is 185 percent; 
	 
	(8) the State is in compliance with the requirements of section 1902(a)(28); 
	 
	(9) nursing facilities under the medicaid plan establish and maintain identical policies and 
	practices regarding admission for all individuals regardless of whether or not the individuals are participating in the project; 
	 
	(10) the State has actuarial guidelines regarding, and actuaries capable of evaluating, actuarial submissions of companies seeking to offer qualified long-term care insurance policies under the project; and 
	 
	(11) the State has provided for a program of counseling residents of the State with respect to the purchase of long-term care insurance policies and alternative financial options for protection of assets. 
	 
	No payments shall be made under section 1903(a) of the Social Security Act with respect to a State's performance of the guarantee required under paragraph (6). 
	 
	(e) Requirements for Qualified Long-Term Care Insurance Policies. -- The requirements specified in this subsection (respecting qualified long-term care insurance policies offered under the project in the State) are as follows: 
	 
	(1) Standard format and disclosure. -- 
	 
	(A) Policy and application. -- Each such long-term care insurance policy, and application for such a policy, shall be written in simple, easily understood English in a standard format (established by the State) providing standardized terms and disclosure. 
	 
	(B) Marketing material. -- Marketing materials used with respect to such a policy shall be written or otherwise stated in simple, easily understood English. 
	 
	(C) Required disclosure. -- No such long-term care insurance policy may be sold (or offered for sale) unless there is disclosed in writing, no later than the time of sale of the policy – 
	 
	(i) the proportion of premiums collected (and interest and other revenues derived therefrom) which will be applied to payment of benefits, and 
	 
	(ii) the potential benefits under title XIX of the Social Security Act associated under the project with purchase of such a policy. 
	 
	(2) Minimum loss-ratio. -- Such a policy must guarantee over time, using generally accepted actuarial standards, that at least 70 percent of the amount of the premiums (and interest and other revenues derived therefrom) will be paid on benefits under the policy. 
	 
	(3) Standard minimum benefits. -- Each such long-term care insurance policy shall provide at least the following benefits, up to the maximum dollar level of benefits provided under (and specified on the face of) the plan under paragraph (4): 
	 
	(A) Nursing facility services. -- Coverage of, and payment for, nursing facility services for individuals determined (in accordance with paragraph (5)) to require an institutional level of care. 
	 
	(B) Home and community-based services. -- Personal care services (including home health aide and homemaker services), home health services, and respite care in the individual's place of residence for individuals determined to be at risk of institutionalization without such services. 
	 
	The policy may not impose any limits on the duration of the period of services under the policy, other than the maximum dollar level of benefits (which shall apply uniformly to all services). The payment levels established for services under the plan shall be adjusted at least annually to reflect the percentage increase in the Consumer Price Index for All Urban Consumers (all items; U.S. city average). 
	 
	(4) Specification of maximum dollar level of benefits. -- Each such long-term care insurance policy shall specify a maximum dollar level of benefits. Such maximum dollar level of benefits shall be increased, in each year after the year following the year of its issuance, by the same percentage as the percentage increase in the Consumer Price Index for All Urban Consumers (all items; U.S. city average) from December of the year before the year the year of issuance to December of the year preceding the year i
	 
	(5) Determination of benefit eligibility. -- 
	 
	(A) Case management required. -- Each long-term care insurance policy shall use a standard formula, set by the State and based on a uniform assessment instrument specified by the State, to determine the level of care appropriate for each case. Such formula must be applied by the State or a case-management agency which is independent of the issuer of the policy. 
	 
	(B) No higher level of care requirement. -- A long-term care insurance policy may not condition or limit eligibility for benefits -- 
	 
	(i) for noninstitutional benefits to the need for or receipt of institutional services, 
	 
	(ii) for home care services to the need for or receipt of nursing care, or 
	 
	(iii) for any benefits on the medical necessity for such benefits. 
	 
	(C) Appeal rights. -- Each long-term care insurance policy shall provide for and specify 
	procedures (meeting reasonable standards specified by the State) for the appeal of 
	determinations of level of care made under subparagraph (A). 
	 
	(6) Limitation based on pre-existing condition. -- 
	 
	(A) In general. -- Except as permitted under subparagraph (B), a long-term care insurance policy may not limit or delay an individual's eligibility for benefits based on a pre-existing condition. 
	 
	[*H10174] (B) Exception. -- A long-term care insurance policy may deny payments during the first 6 months of coverage for treatment respecting any condition that existed during the 6 months before the date of purchase of the policy. 
	 
	(7) No post-claims conditioning and guaranteed renewable. -- After a long-term care insurance policy has been issued, the issuer may not deny claims under the policy on any grounds other than fraud or a knowing misrepresentation in the application for the policy or deny renewal of the coverage other than on such grounds or the failure to make timely payment of premiums. 
	 
	(8) Medical underwriting, premiums, and cost-sharing. -- 
	 
	(A) No medical underwriting. -- 
	 
	(i) In general. -- Except as provided in clauses (ii) and (iii), an individual may not be 
	discriminated against in the offering, renewal, or benefits under such a long-term care insurance policy based on the individual's medical condition. 
	 
	(ii) Treatment of individuals receiving benefits. -- The issuer of a long-term care insurance policy may deny initial issuance of such a policy to an individual receiving long-term care services at the time of the application for issuance of the policy. 
	 
	(iii) Varying premiums by age classification. -- Clause (i) shall not be construed as preventing the issuer of a long-term care insurance policy from varying the premiums based on the age classification of individuals at the time of issuance of the policy. 
	 
	(B) Level premiums. -- Each such policy shall have periodic premiums that are the same for all individuals in the same age group who purchased such a policy when they were in the same age group. The premiums rates must be guaranteed for the duration of the policy and must be suspended during any period in which benefits are payable under the policy. 
	 
	(C) Nonduplication of medicare benefits. -- Each such policy shall provide that, to the extent not required under section 1862(b) of the Social Security Act, benefits are not payable under the policy for services for which payment may be made under title XVIII of such Act. 
	 
	(D) Reduced paid-up provision. -- Each long-term care insurance policy shall have a provision under which, if the policy lapses after 5 or more years of coverage, the policy will provide, without payment of any additional premiums, benefits equal to at least 30 percent of the maximum dollar level of benefits available at term, and, after subsequent periods of coverage, the policy will provide, without payment of any additional premium, benefits equal to at least an increased percentage (established by the S
	 
	(E) Additional consumer protections. -- Each long-term care policy meets such standards relating to compensation arrangements, advertising, marketing, and appropriateness of purchase which the Secretary finds are equal to, or more stringent than, the requirements specified in sections 12, 15, 16, and 17 of Model Regulation to Implement the NAIC Medicare Supplement Insurance Minimum Standards Act (as adopted by the National Association of Insurance Commissioners as of December 7, 1989). 
	 
	(9) Access to information. -- The issuer of the long-term care policy will make available to the State and the Secretary (upon request) information respecting the utilization of benefits (and payments) under the policy, the health status of individuals purchasing such policies, and such other information as the Secretary may require, including information on lapse rates, rescissions, application denials, payment denials, and complaints received. 
	 
	(f) Prohibited Sales Practices. -- 
	 
	(1) Duty of good faith and fair dealing. -- Each individual who is selling or offering for sale a long-term care insurance policy under the demonstration project has a duty of good faith and fair dealing to the purchaser or potential purchaser of such a policy. 
	 
	(2) Specific practices. -- An individual who is selling or offering for sale such a long-term care insurance policy -- 
	 
	(A) may not complete the medical history portion of an application; 
	 
	(B) may not knowingly sell such a policy to provide benefits to an individual who is eligible for benefits under a State plan approved under title XIX of the Social Security Act (other than only because of the operation of the demonstration project); and 
	 
	(C) may not sell such a policy knowing that the policy provides coverage that duplicates 
	coverage already provided and may not sell a long-term care insurance policy for the benefit of an individual unless the individual (or a representative of the individual) provides a written statement to the effect that the coverage does not duplicate other coverage in effect. 
	 
	(3) Civil money penalty. -- Any person who sells a long-term care insurance policy under the demonstration project in violation of requirements imposed under subsection (e) or who violates paragraph (1) or (2) of this subsection is subject to a civil money penalty of not to exceed $25,000 for each such violation. The provisions of section 1128A of the Social Security Act (other than the first sentence of subsection (a) and other than subsection (b)) shall apply to a civil money penalty under the previous se
	 
	(g) Application, Duration, and Eligibility. -- 
	 
	(1) An application to the Secretary from the State for approval of the project shall be deemed granted unless the Secretary, within 90 days after the date of its submission to the Secretary, either denies such application in writing or informs the State in writing with respect to any additional information which is needed in order to make a final determination with respect to the application. After the date the Secretary receives such additional information, the application shall be deemed granted unless th
	 
	(2) Any termination of a project shall not affect covered long-term care beneficiaries who 
	purchased qualified long-term care insurance policies before the termination date. 
	 
	(h) Annual State Reports. -- The State shall annually (during the duration of such project) report to the Secretary on -- 
	 
	(1) the number of individuals enrolled in the demonstration project in such State; 
	 
	(2) the number of enrollees actually receiving long-term care services under such demonstration project (whether through long-term care insurance or medical assistance under title XIX of the Social Security Act); 
	 
	(3) the number of enrollees actually receiving long-term care in the form of medical assistance; 
	 
	(4) the average income, age, and assets of each enrollee; and 
	 
	(5) the number and characteristics of private insurers with policies approved by the State under the demonstration project. 
	 
	(i) Secretary's Reports. -- The Secretary shall submit to Congress reports on projects under this section. The first such report shall be submitted in 1997 and subsequent reports shall be submitted each 6th year thereafter until 2021. Each such report shall summarize and analyze information reported by the State under subsection (h), and shall evaluate the cost effectiveness of the projects. 
	 
	SEC. 4472. TIMELY PAYMENT UNDER WAIVERS OF FREEDOM OF CHOICE OF HOSPITAL SERVICES. 
	 
	(a) In General. -- Section 1915(b)(4) of the Social Security Act (42 U.S.C. 1396n(b)(4)) is amended by inserting before the period at the end the following: "and if providers under such restriction are paid on a timely basis in the same manner as health care practitioners must be paid under section 1902(a)(37)(A)". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect as of the first calendar quarter beginning more than 30 days after the date of the enactment of this Act. 
	 
	SEC. 4473. HOME AND COMMUNITY-BASED SERVICES WAIVERS. 
	 
	(a) Clarifying Definition of Room and Board. -- 
	 
	(1) In general. -- Subsections (c)(1) and (d)(1) of section 1915 of the Social Security Act (42 U.S.C. 1396n) are each amended by adding at the end the following: "For purposes of this subsection, the term 'room and board' shall not include the portion of costs of rent and food attributable to an unrelated personal caregiver who is residing in the same household with an individual who, but for the assistance of such caregiver, would require admission to a hospital, nursing facility, or intermediate care fac
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to services furnished on or after the date of the enactment of this Act. 
	 
	(b) Treatment of Persons with Mental Retardation or a Related Condition in a Decertified Facility. – 
	 
	(1) In general. -- Section 1915(c)(7) of such Act (42 U.S.C. 1396n(c)(7)) is amended by adding at the end the following new subparagraph: 
	 
	"(C) In making estimates under paragraph (2)(D) in the case of a waiver to the extent that it applies to individuals with mental retardation or a related condition who are resident in an intermediate care facility for the mentally retarded the participation of which under the State plan is terminated, the State may determine the average per capita expenditures that would have been made in a fiscal year for those individuals without regard to any such termination.". 
	 
	(2) Effective date. -- The amendment made by paragraph (1) shall apply as if included in the enactment of the Omnibus Budget Reconciliation Act of 1981, but shall only apply to facilities the participation of which under a State plan under title XIX of the Social Security Act is terminated on or after the date of the enactment of this Act. 
	 
	(c) Scope of Respite Care. -- 
	 
	(1) In general. -- Section 1915(c)(4) of such Act is amended by adding at the end the following: 
	 
	"Except as provided under paragraph (2)(D), the Secretary may not restrict the number of hours or days of respite care in any period which a State may provide under a waiver under this subsection.". 
	 
	(2) Effective date. -- The amendment made by paragraph (1) shall apply as if included in the enactment of the Omnibus Budget Reconciliation Act of 1981. 
	 
	(d) Permitting Adjustment in Estimates to Take into Account Preadmission Screening 
	Requirement. -- In the case of a [*H10175] waiver under section 1915(c) of the Social Security Act for individuals with mental retardation or a related condition in a State, the Secretary of Health and Human Services shall permit the State to adjust the estimate of average per capita expenditures submitted under paragraph (2)(D) of such section, with respect to such expenditures made on or after January 1, 1989, to take into account increases in expenditures for, or utilization of, intermediate care facilit
	 
	SEC. 4474. PROVISIONS RELATING TO FRAIL ELDERLY DEMONSTRATION PROJECT WAIVERS. 
	 
	(a) Expansion of Waivers. -- Section 9412(b) of the Omnibus Budget Reconciliation Act of 1986 is amended -- 
	 
	(1) in paragraph (1), by striking "10" and inserting "15"; and 
	 
	(2) by adding at the end the following new paragraph: 
	 
	"(3) In the case of an organization receiving an initial waiver under this subsection on or after October 1, 1990, the Secretary (at the request of the organization) shall not require the organization to provide services under title XVIII of the Social Security Act on a capitated or other risk basis during the first 2 years of the waiver.". 
	 
	(b) Application of Spousal Impoverishment Rules. -- (1) Section 1924(a) of the Social Security Act (42 U.S.C. 1396r-5(a)) is amended by adding at the end the following new paragraph: 
	 
	"(5) Application to individuals receiving services from organizations receiving certain waivers. -- This section applies to individuals receiving services from any organization receiving a frail elderly demonstration project waiver under section 9412(b) of the Omnibus Budget Reconciliation Act of 1986.". 
	 
	(2) Section 9412(b) of the Omnibus Budget Reconciliation Act of 1986, as amended by 
	subsection (a), is amended by adding at the end the following new paragraph: 
	 
	"(4) Section 1924 of the Social Security Act shall apply to any individual receiving services from an organization receiving a waiver under this subsection.". 
	 
	Subpart E -- Miscellaneous 
	 
	SEC. 4481. MEDICAID STATE PLANS ASSURING THE IMPLEMENTATION OF A PATIENT'S RIGHT TO PARTICIPATE IN AND DIRECT HEALTH CARE DECISIONS AFFECTING THE PATIENT. 
	 
	(a) In General. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a(a)), as amended by sections 4401(a)(2) and 4423(a) of this title, is amended -- 
	 
	(1) in subsection (a) -- 
	 
	(A) by striking "and" at the end of paragraph (54), 
	 
	(B) by striking the period at the end of paragraph (55) and inserting "; and", and 
	 
	(C) by inserting after paragraph (55) the following new paragraph: 
	 
	"(56) provide that each hospital, nursing facility, provider of home health care or personal care services, hospice program, or health maintenance organization (as defined in section 
	1903(m)(1)(A)) receiving funds under the plan shall comply with the requirement of subsection (u)."; and 
	 
	(2) by adding, after the subsections added by sections 4441(a) and 4451(a)(2) of this title, at the end the following new subsection: 
	 
	"(u)(1) For purposes of subsection (a)(56) and sections 1903(m)(1)(A) and 1919(c)(2)(E), the requirement of this subsection is that a provider or organization (as the case may be) maintain written policies and procedures with respect to all adult individuals receiving medical care by or through the provider or organization -- 
	 
	"(A) to provide written information to each such individual concerning -- 
	"(i) an individual's rights under State law (whether statutory or as recognized by the courts of the State) to make decisions concerning such medical care, including the right to accept or refuse medical or surgical treatment and the right to formulate advance directives (as defined in paragraph (3)), and 
	 
	"(ii) the provider's or organization's written policies respecting the implementation of such rights; 
	 
	"(B) to document in the individual's medical record whether or not the individual has executed an advance directive; 
	 
	"(C) not to condition the provision of care or otherwise discriminate against an individual based on whether or not the individual has executed an advance directive; 
	 
	"(D) to ensure compliance with requirements of State law respecting advance directives; and 
	 
	"(E) to provide (individually or with others) for education for staff and the community on issues concerning advance directives. 
	 
	Subparagraph (C) shall not be construed as requiring the provision of care which conflicts with an advance directive. 
	 
	"(2) The written information described in paragraph (1)(A) shall be provided to an adult 
	individual -- 
	 
	"(A) in the case of a hospital, at the time of the individual's admission as an inpatient, 
	 
	"(B) in the case of a nursing facility, at the time of the individual's admission as a resident, 
	 
	"(C) in the case of a provider of home health care or personal care services, in advance of the individual coming under the care of the provider, 
	 
	"(D) in the case of a hospice program, at the time of initial receipt of hospice care by the 
	individual from the program, and 
	 
	"(E) in the case of a health maintenance organization, at the time of enrollment of the individual with the organization. 
	 
	"(3) In this subsection, the term 'advance directive' means a written instruction, such as a living will or durable power of attorney for health care, recognized under State law and relating to the provision of such care when the individual is incapacitated.". 
	 
	(b) Conforming Amendments. -- 
	 
	(1) Section 1903(m)(1)(A) of such Act (42 U.S.C. 1396b(m)(1)(A)) is amended -- 
	 
	(A) by inserting "meets the requirement of section 1902(s)" after "which" the first place it 
	appears, and 
	 
	(B) by inserting "meets the requirement of section 1902(a) and" after "which" the second place it appears. 
	 
	(2) Section 1919(c)(2) of such Act (42 U.S.C. 1396r(c)(2)) is amended by adding at the end the following new subparagraph: 
	 
	"(E) Information respecting advance directives. -- A nursing facility must comply with the requirement of section 1902(u) (relating to maintaining written policies and procedures respecting advance directives).". 
	 
	(c) Effective Date. -- The amendments made by this section shall apply with respect to services furnished on or after the first day of the first month beginning more than 1 year after the date of the enactment of this Act. 
	 
	(d) Study to Assess Implementation of a Patient's Right to Participate in and Direct Health Care Decisions Affecting the Patient. -- 
	 
	(1) In general. -- The Secretary of Health and Human Services shall (subject to paragraph (2)) enter into an agreement with the Institute of Medicine of the National Academy of Sciences to conduct a study with respect to the context in which directed health care decisions (including advance directives) are made and carried out, including the incidence and processes of decision making about life-sustaining treatment that occur with and without advance directives. 
	 
	(2) Arrangements for study. -- The Secretary shall request the Institute of Medicine of the 
	National Academy of Sciences to submit an application to conduct the study described in 
	paragraph (1). If the Institute submits an acceptable application, the Secretary shall enter into an appropriate arrangement with the Academy for the conduct of the study within 28 days of the date the application is received. If the Institute does not submit an acceptable application to conduct the study, the Secretary may request one or more appropriate nonprofit private entities to submit an application to conduct the study and may enter into an appropriate arrangement for the conduct of the study by the
	 
	(3) Report. -- The results of the study shall be reported to the Committees on Ways and Means and Energy and Commerce of the House of Representatives and the Committee on Finance of the Senate and the Secretary by not later than 4 years after the date of the enactment of this Act. Such report shall include such recommendations for legislation as may be appropriate to carry out further the purpose of this section. 
	 
	(e) Public Education Demonstration Project. -- The Secretary of Health and Human Services, no later than 6 months after the date of the enactment of this Act, shall develop and implement a demonstration project in selected States to inform the public of the option to execute advance directives and of a patient's right to participate and direct health care decisions. The Secretary shall report to the Committees on Ways and Means and Energy and Commerce of the House of Representatives and the Committee on Fin
	 
	SEC. 4482. IMPROVEMENT IN QUALITY OF PHYSICIAN SERVICES. 
	 
	(a) Use of Unique Physician Identifiers. -- 
	 
	(1) Establishment of system. -- 
	 
	(A) In general. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended by adding after the subsections added by sections 4441(a), 4451(a)(2), and 4481(a)(2) of this title, the following new subsection: 
	 
	"(v) The Secretary shall establish a system, for implementation by not later than July 1, 1991, which provides for a unique identifier for each physician who furnishes services for which payment may be made under a State plan approved under this title.". 
	 
	(B) Deadline and considerations. -- The system established under the amendment made by subparagraph (A) may be the same as, or different from, the system established under section 9202(g) of the Consolidated Omnibus Budget Reconciliation Act of 1985. 
	 
	(2) Requiring inclusion with claims. -- Section 1903(i) of the Social Security Act (42 U.S.C. 1396b(i)), as amended by sections 4401(a)(1)(B) and 4431(e)(17) of this title, is amended -- 
	 
	(A) by striking the period at the end of paragraph (11) and inserting "; or", and 
	 
	(B) by inserting after paragraph (11) the following new paragraph: 
	 
	"(12) with respect to any amount expended for physicians' services furnished on or after the first day of the first quarter beginning [*H10176] more than 60 days after the date of establishment of the physician identifier system under section 1902(v), unless the claim for the services includes the unique physician identifier provided under such system.". 
	 
	(b) Maintenance of Encounter Data by Health Maintenance Organizations. -- 
	 
	(1) In general. -- Section 1903(m)(2)(A) of such Act (42 U.S.C. 1396b(m)(2)(A)), as amended by sections 4461(a) and 4461(b) of this title, is amended -- 
	 
	(A) by striking "and" at the end of clause (ix), 
	 
	(B) by striking the period at the end of clause (x) and inserting "; and", and 
	 
	(C) by adding at the end the following new clause: 
	 
	"(xi) such contract provides for maintenance of sufficient patient encounter data to identify the physician who delivers services to patients.". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to contract years beginning after the date of the establishment of the system described in section 1902(v) of the Social Security Act. 
	 
	(c) Maintenance of List of Physicians by States. -- 
	 
	(1) In general. -- Section 1902(a) of such Act (42 U.S.C. 1396a(a)), as amended by sections 4401(a)(2), 4423(a), and 4481(a) of this title, is amended -- 
	 
	(A) by striking "and" at the end of paragraph (55), 
	 
	(B) by striking the period at the end of paragraph (56) and inserting "; and", and 
	 
	(C) by inserting after paragraph (56) the following new paragraph: 
	 
	"(57) maintain a list (updated not less often than monthly, and containing each physician's unique identifier provided under the system established under subsection (v)) of all physicians who are certified to participate under the State plan.". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to medical assistance for calendar quarters beginning more than 60 days after the date of establishment of the physician identifier system under section 1902(v) of the Social Security Act. 
	 
	(d) Foreign Medical Graduate Certification. -- 
	 
	(1) Passage of fmgems examination in order to obtain identifier. -- The Secretary of Health and Human Service shall provide, in the identifier system established under section 1902(v) of the Social Security Act, that no foreign medical graduate (as defined in section 1886(h)(5)(D) of such Act) shall be issued an identifier under such system unless the individual -- 
	 
	(A) has passed the FMGEMS examination (as defined in section 1886(h)(5)(E) of such Act); or 
	 
	(B) has previously received certification from, or has previously passed the examination of, the Educational Commission for Foreign Medical Graduates. 
	 
	(2) Effective date. -- Paragraph (1) shall apply with respect to issuance of an identifier applicable to services furnished on or after January 1, 1992. 
	 
	(e) Minimum Qualifications for Billing for Physicians' Services to Children and Pregnant Women. - - Section 1903(i) of the Social Security Act (42 U.S.C. 1396b(i)), as amended by sections 4401(a)(1)(B) and 4431(e)(17) of this title and subsection (a)(2) of this section, is further amended -- 
	 
	(1) by striking the period at the end of paragraph (13) and inserting "; or"; and 
	 
	(2) by inserting after paragraph (13) the following new paragraph: 
	 
	"(14) with respect to any amount expended for physicians' services furnished by a physician on or after January 1, 1992, to -- 
	 
	"(A) a child under 21 years of age, unless the physician -- 
	 
	"(i) is certified in family practice or pediatrics by the medical specialty board recognized by the American Board of Medical Specialties for family practice or pediatrics, 
	 
	"(ii) is employed by, or affiliated with, a Federally-qualified health center (as defined in section 1905(l)(2)(B)), 
	 
	"(iii) holds admitting privileges at a hospital participating in a State plan approved under this title, 
	 
	"(iv) is a member of the National Health Service Corps, or 
	 
	"(v) documents a current, formal, consultation and referral arrangement with a pediatrician or family practitioner who has the certification described in clause (i) for purposes of specialized treatment and admission to a hospital; or 
	 
	"(B) to a pregnant woman (or during the 60 day period beginning on the date of termination of the pregnancy) unless the physician -- 
	 
	"(i) is certified in family practice or obstetrics by the medical specialty board recognized by the American Board of Medical Specialties for family practice or obstetrics, 
	 
	"(ii) is employed by, or affiliated with, a Federally-qualified health center (as defined in section 1905(l)(2)(B)), 
	 
	"(iii) holds admitting privileges at a hospital participating in a State plan approved under this title, 
	 
	"(iv) is a member of the National Health Service Corps, or 
	 
	"(v) documents a current, formal, consultation and referral arrangement with a obstetrician or family practitioner who has the certification described in clause (i) for purposes of specialized treatment and admission to a hospital.". 
	 
	(f) Reporting of Misconduct or Substandard Care. -- 
	 
	(1) In general. -- Section 1921(a) of such Act (42 U.S.C. 1396r-2(a)) is amended -- 
	 
	(A) in paragraph (1), in the matter before subparagraph (A), by inserting "(or any peer review organization or private accreditation entity reviewing the services provided by health care practitioners)" after "health care practitioners"; and 
	 
	(B) in paragraph (1), by adding at the end the following new subparagraph: 
	 
	"(D) Any negative action or finding by such authority, organization, or entity regarding the practitioner or entity.". 
	 
	(2) Effective date. -- The amendments made by paragraph (1) shall apply to State information reporting systems as of January 1, 1992, without regard to whether or not the Secretary of Health and Human Services has promulgated any regulations to carry out such amendments by such date. 
	 
	SEC. 4483. CLARIFICATION OF AUTHORITY OF INSPECTOR GENERAL. 
	 
	Section 1128A(j) of the Social Security Act (42 U.S.C. 1320a-7a(j)) is amended -- 
	 
	(1) by striking "(j)" and inserting "(j)(1)"; and 
	 
	(2) by adding at the end the following new paragraph: 
	 
	"(2) The Secretary may delegate authority granted under this section and under section 1128 to the Inspector General of the Department of Health and Human Services.". 
	 
	SEC. 4184. NOTICE TO STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS TAKEN. 
	 
	(a) In General. -- Section 1902(a)(41) of the Social Security Act (42 U.S.C. 1396a(a)(41)) is amended by inserting "and, in the case of a physician and notwithstanding paragraph (7), the State medical licensing board" after "shall promptly notify the Secretary". 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall apply to sanctions effected more than 60 days after the date of the enactment of this Act. 
	 
	SEC. 4485. MISCELLANEOUS PROVISIONS. 
	 
	(a) Psychiatric Hospitals. -- 
	 
	(1) Clarification of coverage of inpatient psychiatric hospital services. -- 
	 
	(A) In general. -- Section 1905(h)(1)(A) of the Social Security Act (42 U.S.C. 1396d(h)(1)(A)), as amended by section 2340(b) of the Deficit Reduction Act of 1984, is amended by inserting "or in another inpatient setting that the Secretary has specified in regulations" after "1861(f)". 
	 
	(B) Effective date. -- The amendment made by subparagraph (A) shall be effective as if included in the enactment of the Deficit Reduction Act of 1984. 
	 
	(2) Intermediate sanctions for psychiatric hospitals. -- Section 1902 of the Social Security Act (42 U.S.C. 1396a) is amended by adding after the subsections added by sections 4441(a), 4451(a)(2), 4481(a)(2) and 4482(a)(1), the following new subsection: 
	 
	"(w)(1) In addition to any other authority under State law, where a State determines that a 
	psychiatric hospital which is certified for participation under its plan no longer meets the 
	requirements for a psychiatric hospital (referred to in section 1905(h)) and further finds that the hospital's deficiencies -- 
	 
	"(A) immediately jeopardize the health and safety of its patients, the State shall terminate the hospital's participation under the State plan; or 
	 
	"(B) do not immediately jeopardize the health and safety of its patients, the State may terminate the hospital's participation under the State plan, or provide that no payment will be made under the State plan with respect to any individual admitted to such hospital after the effective date of the finding, or both. 
	 
	"(2) Except as provided in paragraph (3), if a psychiatric hospital described in paragraph (1)(B) has not complied with the requirements for a psychiatric hospital under this title -- 
	 
	"(A) within 3 months after the date the hospital is found to be out of compliance with such requirements, the State shall provide that no payment will be made under the State plan with respect to any individual admitted to such hospital after the end of such 3-month period, or 
	 
	"(B) within 6 months after the date the hospital is found to be out of compliance with such requirements, no Federal financial participation shall be provided under section 1903(a) with respect to further services provided in the hospital until the State finds that the hospital is in compliance with the requirements of this title. 
	 
	"(3) The Secretary may continue payments, over a period of not longer than 6 months from the date the hospital is found to be out of compliance with such requirements, if -- 
	 
	"(A) the State finds that it is more appropriate to take alternative action to assure compliance of the hospital with the requirements than to terminate the certification of the hospital, 
	 
	"(B) the State has submitted a plan and timetable for corrective action to the Secretary for 
	approval and the Secretary approves the plan of corrective action, and 
	 
	"(C) the State agrees to repay to the Federal Government payments received under this 
	paragraph if the corrective action is not taken in accordance with the approved plan and 
	timetable.". 
	 
	(b) State Utilization Review Systems. -- Section 9432 of the Omnibus Budget Reconciliation Act of 1986 is amended -- 
	 
	(1) in subsection (a) -- 
	 
	[*H10177] (A) by inserting "(1)" after "In General. -- ", 
	 
	(B) by striking ", during the period" and all that follows through "Congress,", and 
	 
	(C) by adding at the end the following new paragraph: 
	 
	"(2) The Secretary may not, during the period beginning on the date of the enactment of the Omnibus Budget Reconciliation Act of 1990 and ending on the date that is 180 days after the date on which the report required by subsection (d) is submitted to the Congress, publish final or interim final regulations requiring a State plan approved under title XIX of the Social Security Act to include a program for ambulatory surgery, preadmission testing, or same-day surgery."; 
	 
	(2) in subsection (b)(4), by inserting "and subsection (d)" after "In this subsection"; and 
	 
	(3) by adding at the end the following new subsection: 
	 
	"(d) Report. -- The Secretary shall report to Congress, by not later than January 1, 1993, for each State in a representative sample of States -- 
	 
	"(1) an analysis of the procedures for which programs for ambulatory surgery, preadmission testing, and same-day surgery are appropriate for patients who are covered under the State medicaid plan, and 
	 
	"(2) the effects of such programs on access of such patients to necessary care, quality of care, and costs of care. In selecting such a sample of States, the Secretary shall include some States with medicaid plans that include such programs.". 
	 
	(c) Additional Miscellaneous Provisions. -- 
	 
	(1) Effective July 1, 1990 -- 
	 
	(A) section 1902(a)(10)(C)(iv) of the Social Security Act is amended by striking "through (20)" and inserting "through (21)", and 
	 
	(B) section 1902(j) of such Act is amended by striking "through (21)" and inserting "through (22)". 
	 
	(2) Effective as if included in subtitle D of title VI of the Omnibus Budget Reconciliation Act of 1989, section 301(j) of the Federal Food, Drug, and Cosmetic Act (21 U.S.C. 331(j) is amended by adding at the end the following: "This paragraph does not authorize the withholding of information from either House of Congress or from, to the extent of matter within its jurisdiction, any committee or subcommittee of such committee or any joint committee of Congress or any subcommittee of such joint committee.".
	 
	(3) Section 505(b) of the Social Security Act (42 U.S.C. 705(b)) is amended in the matter 
	preceding paragraph (1) by striking "requirement" and inserting "requirements". 
	 
	Subtitle C -- Energy and Miscellaneous User Fees 
	 
	PART 1 -- ENERGY 
	 
	SEC. 4501. SOLAR, WIND, WASTE, AND GEOTHERMAL POWER PRODUCTION INCENTIVES. 
	 
	(a) Amendments to PURPA. -- Section 210 of the Public Utility Regulatory Policies Act of 1978 is amended as follows: 
	 
	(1) In subsection (a), strike out ", and to encourage geothermal small power production facilities of not more than 80 megawatts capacity,". 
	 
	(2) In subsection (e)(2), insert "(other than a qualifying small power production facility which is a solar, wind, waste, or geothermal facility as defined in section 3(17)(E) of the Federal Power Act)" after "facility" where it first appears, and strike out ", or 80 megawatts for a qualifying small power production facility using geothermal energy as its primary energy source,". 
	 
	(b) Amendment of Federal Power Act. -- Section 3(17) of the Federal Power Act is amended as follows: 
	 
	(1) In subparagraph (A), insert "a facility which is a solar, wind, waste, or geothermal facility, or" after "'small power production facility' means". 
	 
	(2) Insert at the end thereof the following new subparagraph -- 
	 
	"(E) 'solar, wind, waste or geothermal facility' means a facility which produces electric energy solely by the use, as a primary energy source, of solar energy, wind energy, waste, or geothermal resources;". 
	 
	(c) Regulations. -- Unless the Federal Energy Regulatory Commission otherwise specifies, by rule, after the enactment of this Act, any solar, wind, waste, or geothermal facility (as defined in section 3(17)(E) of the Federal Power Act as amended by this Act), which is a qualifying small power production facility (as defined in subparagraph (C) of section 3(17) of the Federal Power Act as amended by this Act) -- 
	 
	(1) shall be considered a qualifying small power production facility for purposes of part 292 of title 18, Code of Federal Regulations, notwithstanding any size limitations contained in such part, and 
	 
	(2) shall not be subject to the size limitation contained in section 292.601(b) of such part. 
	 
	SEC. 4502. NRC USER FEES AND ANNUAL CHARGES. 
	 
	(a) Annual Assessment. -- 
	 
	(1) Amount. -- The Nuclear Regulatory Commission (hereafter in this section referred to as the "Commission") shall annually assess and collect such fees and charges as are described in subsections (b) and (c) in an amount that approximates 100 percent of the budget authority of the Commission in the fiscal year in which such assessment is made less any amount appropriated to the Commission from the Nuclear Waste Fund in such fiscal year. 
	 
	(2) First assessment. -- The first such assessment shall be made not later than September 30, 1991, and shall be based on the budget authority of the Commission for fiscal year 1991. 
	 
	(b) Fees for Service or Thing of Value. -- Pursuant to section 9701 of title 31, United States Code, any person who receives a service or thing of value from the Commission shall pay fees to cover the Commission's costs in providing any such service or thing of value. 
	 
	(c) Annual Charges. -- 
	 
	(1) Persons subject to charge. -- Any person who holds a license issued under section 103 or 104 b. of the Atomic Energy Act of 1954 (42 U.S.C. 2133, 2134(b)) that authorizes such person to operate a utilization facility with a rated thermal capacity in excess of 50,000,000 watts shall pay, in addition to the fees set forth in subsection (b), an annual charge. 
	 
	(2) Aggregate amount of charges. -- The aggregate amount of the annual charge collected from all persons described in paragraph (1) shall equal an amount that approximates 100 percent of the budget authority of the Commission in the fiscal year in which such charge is collected, less any amount appropriated to the Commission from the Nuclear Waste Fund and the amount of fees collected under subsection (b) in such fiscal year. 
	 
	(3) Amount per licensee. -- The Commission shall establish, by rule, a schedule of charges fairly and equitably allocating the aggregate amount of charges described in paragraph (2) among the licensees described in paragraph (1). The charges shall have a reasonable relationship to the cost of providing regulatory services and may be based on the allocation of the Commission's resources among licensees or classes of licensees described in paragraph (1). 
	 
	(d) Definition. -- As used in this section, "Nuclear Waste Fund" means the fund established pursuant to section 302(c) of the Nuclear Waste Policy Act of 1982 (42 U.S.C. 10222(c)). 
	 
	(e) Repeal. -- Title VII of the Consolidated Omnibus Budget Reconciliation Act of 1985 (Public Law 99-272) is amended by striking subtitle G. This repeal shall become effective upon promulgation of the Nuclear Regulatory Commission's final rule implementing this section. 
	 
	PART 2 -- RAILROAD USER FEES 
	 
	SEC. 4511. AMENDMENTS TO FEDERAL RAILROAD SAFETY ACT OF 1970. 
	 
	(a) User Fees. -- The Federal Railroad Safety Act of 1970 (45 U.S.C. 431 et seq.) is amended by adding at the end the following new section: 
	 
	"SEC. 216. USER FEES. 
	 
	"(a)(1) The Secretary shall establish a schedule of fees to be assessed equitably to railroads, in reasonable relationship to an appropriate combination of criteria such as revenue ton-miles, track miles, passenger miles, or other relevant factors, but shall not be based on the proportion of industry revenues attributable to a railroad or class of railroads. 
	 
	"(2) The Secretary shall establish procedures for the collection of such fees. The Secretary may use the services of any Federal, State, or local agency or instrumentality to collect such fees, and may reimburse such agency or instrumentality a reasonable amount for such services. 
	 
	"(3) Fees established under this section shall be assessed to railroads subject to this Act and shall cover the costs of administering this Act, other than activities described in section 202(a)(2). 
	 
	"(b) The Secretary shall assess and collect fees described in subsection (a) with respect to each fiscal year before the end of such fiscal year. 
	"(c) All fees collected under subsection (b) shall be deposited into the General Fund of the United States Treasury as offsetting receipts and shall be used, to the extent provided in advance in appropriations Acts, only to carry out activities under this Act. 
	 
	"(d) Fees established under subsection (a) shall be assessed in an amount sufficient to cover activities described in subsection (c) beginning on March 1, 1991, but at no time shall the aggregate of fees received for any fiscal year under this section exceed 105 percent of the aggregate of appropriations made for such fiscal year for activities to be funded by such fees. 
	 
	"(e)(1) Within 90 days after the end of each fiscal year in which fees are collected pursuant to this section, the Secretary shall report to the Congress -- 
	 
	"(A) the amount of fees collected during that fiscal year; 
	 
	"(B) the impact of such fee collections on the financial health of the railroad industry and its competitive position relative to each competing mode of transportation; and 
	 
	"(C) the total cost of Federal safety activities for each such other mode of transportation, 
	including the portion of that total cost, if any, defrayed by Federal user fees. 
	 
	"(2) With respect to any fiscal year for which the Secretary's report submitted under paragraph (1) finds -- 
	 
	"(A) any impact of fees collected under this section either on the financial health of the railroad industry, or on its competitive position relative to competing modes of transportation; or 
	 
	"(B) any significant difference in the burden of Federal user fees borne by the [*H10178] 
	railroad industry and those applicable to competing modes of transportation, 
	 
	the Secretary shall, within 90 days after submission of such report, prepare and submit to the Congress specific recommendations for legislation to correct any such impact or difference. 
	 
	"(f) This section shall expire on September 30, 1995.". 
	 
	(b) Authorization of Appropriations. -- Section 214(a) of the Federal Railroad Safety Act of 1970 (45 U.S.C. 444(a)) is amended to read as follows: 
	 
	"(a) There are authorized to be appropriated to carry out this Act not to exceed $46,884,000 for fiscal year 1991.". 
	 
	PART 3 -- TRAVEL AND TOURISM USER FEES 
	 
	SEC. 4521. UNITED STATES TRAVEL AND TOURISM USER FEE. 
	 
	(a) In General. -- Sections 304 and 305 of the International Travel Act of 1961 (22 U.S.C. 2126- 2127) are redesignated as sections 306 and 307, respectively, and the following is inserted after section 303: 
	 
	"Sec. 304. (a) To the extent not inconsistent with international treaties or agreements entered into by the United States, the Secretary shall charge a United States Travel and Tourism Administration user fee, in an amount determined under subsection (b), to every alien described in section 101(a)(15)(B) of the Immigration and Nationality Act (8 U.S.C. 1101(a)(15)(B)) arriving at any port within the United States aboard any commercial aircraft or cruise ship from any place outside the United States. 
	 
	"(b)(1) During the period from April 1, 1991, through March 30, 1992, the fee described in subsection (a) shall be $1. 
	 
	"(2) No later than December 31 of each calendar year commencing in 1991, the Secretary shall determine and publish the amount of the fee described in subsection (a) for the 12-month period commencing on April 1 of the succeeding calendar year, as follows: 
	 
	"(A) The Secretary (in consultation with the Attorney General and the Secretary of State) shall estimate the number of aliens described in section 101(a)(15)(B) of the Immigration and Nationality Act (8 U.S.C. 1101(a)(15)(B)) expected to enter the United States during such succeeding calendar year aboard a commercial aircraft or cruise ship (other than aliens entering from a country with which the United States has entered into an international treaty or agreement barring the fee described in subsection (a)
	 
	"(B) The Secretary shall divide the amount appropriated to the United States Travel and Tourism Administration for the fiscal year during which such determination is made by the number of aliens described in subparagraph (A) expected by the Secretary to enter the United States during the calendar year described in such subparagraph, and shall round off the result (up or down) to the nearest quarter-dollar. 
	 
	"(C) The Secretary shall publish in the Federal Register the estimate required by subparagraph  (A), together with a description of the information supporting such estimate, and the amount of the fee determined under subparagraph (B) which shall be applicable during the 12-month period commencing on April 1 of the succeeding calendar year. 
	 
	"(3) Neither the estimate of the Secretary under paragraph (2)(A) nor the amount determined by the Secretary under paragraph (2)(B) shall be subject to judicial review. 
	 
	"(c) The fee charged to an alien under subsection (a) shall be collected on behalf of the 
	Secretary by the commercial airline or cruise ship line on which such alien arrived in the United States. No later than 31 days after the close of the calendar quarter in which such alien arrived in the United States, the commercial airline or cruise ship line shall remit the fee collected under this subsection, in United States dollars, to the Secretary of the Treasury for deposit, as offsetting receipts, in the General Fund of the United States Treasury. 
	 
	"(d) Subsections (a) through (c) shall take effect on April 1, 1991.". 
	 
	(b) Civil Penalties and Enforcement. -- The International Travel Act of 1961 is amended by inserting after section 304 (as added by section 4505) the following: 
	 
	"Sec. 305. (a) Any commercial airline or commercial cruise ship line which is found by the Secretary or the Secretary's designee, after notice and an opportunity for a hearing on the record in accordance with section 554 of title 5, United States Code, to have failed to pay to the Secretary of the Treasury, by the due date, the fee charged by the Secretary under section 304(a), may be ordered by the Secretary or the Secretary's designee to pay any fee amount outstanding plus interest on any late payment and
	 
	"(b) If any commercial airline or cruise ship line fails to pay as ordered by the Secretary or the Secretary's designee, the Attorney General may, upon request of the Secretary, bring a civil action in any appropriate United States district court for the recovery of the amount ordered to be paid. 
	 
	"(c) Before requesting the Attorney General to bring a civil action, the Secretary may 
	compromise, modify, or remit, with or without conditions, any civil penalty which is subject to imposition or which has been imposed under subsection (a). 
	 
	"(d) For the purpose of conducting any hearing under subsection (a), the Secretary or the 
	Secretary's designee may issue subpoenas for the attendance and testimony of witnesses and the production of relevant papers, books, and documents, and may administer oaths. Witnesses summoned shall be paid the same fees and mileage that are paid to witnesses in the courts of the United States. In case of contempt or refusal to obey a subpoena served upon any person pursuant to this subsection, the United States district court for any district in which such person is found, resides, or transacts business, u
	 
	PART 4 -- EPA USER FEES 
	 
	SEC. 4531. RADON TESTING FEES. 
	 
	For provisions of law providing for the charging by the Environmental Protection Agency of fees relating to radon testing fees, see section 305(e)(2) of the Toxic Substances Control Act. 
	 
	SEC. 4532. MOTOR VEHICLE COMPLIANCE PROGRAM FEES. 
	 
	For provisions providing for the charging by the Environmental Protection Agency of motor vehicle compliance program fees, see section 217 of H.R. 3030 ("Clean Air Act Amendments of 1990", As Passed the House of Representatives (101st Congress). 
	 
	TITLE V -- COMMITTEE ON INTERIOR AND INSULAR AFFAIRS. 
	 
	Subtitle A -- Nuclear Regulatory Commission User Fees 
	 
	SEC. 5101. USER FEES AND ANNUAL CHARGES. 
	 
	(a) Amendment to Atomic Energy Act. -- Chapter 19 of the Atomic Energy Act of 1954 (42 U.S.C. 2015 et seq.) is amended by adding at the end the following new section: 
	 
	"SEC. 292. USER FEES AND ANNUAL CHARGES. 
	 
	"(a) Annual Assessment. -- 
	 
	"(1) Amount. -- The Nuclear Regulatory Commission (hereafter in this section referred to as the 'Commission') shall annually assess and collect such fees and charges as are described in subsections (b) and (c) in an amount that approximates 100 percent of the budget authority of the Commission in the fiscal year in which such assessment is made less any amount appropriated to the Commission from the Nuclear Waste Fund in such fiscal year. 
	 
	"(2) First assessment. -- The first such assessment shall be made not later than September 30, 1991, and shall be based on the budget authority of the Commission for fiscal year 1991. 
	 
	"(b) Fees for Service or Thing of Value. -- Pursuant to section 9701 of title 31, United States Code, any person who receives a service or thing of value from the Commission shall pay fees to cover the Commission's costs in providing any such service or thing of value. 
	 
	"(c) Annual Charges. -- 
	 
	"(1) Persons subject to charge. -- Any person who holds a license issued under section 103 or 104 b. that authorizes such person to operate a utilization facility with a rated thermal capacity in excess of 50,000,000 watts shall pay, in addition to the fees set forth in subsection (b), an annual charge. 
	 
	"(2) Aggregate amount of charges. -- The aggregate amount of the annual charge collected from all persons described in paragraph (1) shall equal an amount that approximates 100 percent of the budget authority of the Commission in the fiscal year in which such charge is collected, less any amount appropriated to the Commission from the Nuclear Waste Fund and the amount of fees collected under subsection (b) in such fiscal year. 
	 
	"(3) Amount per licensee. -- The Commission shall establish, by rule, a schedule of charges fairly and equitably allocating the aggregate amount of charges described in paragraph (2) among the licensees described in paragraph (1). The charges shall have a reasonable relationship to the cost of providing regulatory services and may be based on the allocation of the Commission's resources among licensees or classes of licensees described in paragraph (1). 
	 
	"(d) Definition. -- As used in this section, 'Nuclear Waste Fund' means the fund established pursuant to section 302 (c) of the Nuclear Waste Policy Act of 1982 (42 U.S.C. 10222 (c)).". 
	 
	[*H10179] (b) Repeal. -- Title VII of the Consolidated Omnibus Budget Reconciliation Act of 1985 (Public Law 99-272) is amended by striking subtitle G. This repeal shall become effective upon promulgation of the Nuclear Regulatory Commission's final rule implementing section 292 of the Atomic Energy Act of 1954. 
	 
	(c) Table of Contents. -- The table of contents of the Atomic Energy Act of 1954 is amended by adding after the item relating to section 291 the following new item: 
	 
	"Sec. 292. User fees and annual charges.". 
	 
	Subtitle B -- Tongass Timber Reform 
	 
	SEC. 5201. SHORT TITLE. 
	 
	This subtitle may be cited as the "Tongass Timber Reform Act". 
	 
	CHAPTER 1 -- ALASKA NATIONAL INTEREST LANDS CONSERVATION ACT AMENDMENTS 
	 
	SEC. 5211. TO REQUIRE ANNUAL APPROPRIATIONS FOR TIMBER MANAGEMENT AND RESOURCE CONSERVATION ON THE TONGASS NATIONAL FOREST. 
	 
	Section 705(a) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 539d(a)) is repealed effective October 1, 1990. 
	 
	SEC. 5212. IDENTIFICATION OF LANDS UNSUITABLE FOR TIMBER PRODUCTION. 
	 
	Section 705(d) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 539d(d)) is hereby repealed. 
	 
	SEC. 5213. FUTURE REPORTS ON THE TONGASS NATIONAL FOREST. 
	 
	(a) Monitoring. -- Section 706(a) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 539e(a)) is amended -- 
	 
	(1) by striking "the Committee on Interior and Insular Affairs" and inserting "the Committee on Agriculture and the Committee on Interior and Insular Affairs"; and 
	 
	(2) by striking the second sentence and inserting the following new sentence: "This report shall include a complete analysis of the losses or gains sustained by the United States Government with respect to long-term, short-term and total sales of timber from the Tongass National Forest using information from the statement on revenues and expenses of the Timber Sale Program Information Reporting System and shall display total costs, unit costs (per thousand board feet of timber sold or released) and associat
	 
	(b) Status. -- Section 706(b) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 539e(b)) is amended as follows: 
	 
	(1) Strike out "and (4)" and insert in lieu thereof "(4)". 
	 
	(2) Strike the period at the end of the section and insert ", (5) the impact of timber management on subsistence resources, wildlife, and fisheries habitats, and (6) the steps taken by the Secretary of Agriculture under section 5241(c) of the Tongass Timber Reform Act.". 
	 
	(c) Consultation. -- Section 706(c) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 539e(c)) is amended by striking out "and the Alaska Land Use Council" and inserting in lieu thereof "the southeast Alaska commercial fishing industry, and the Alaska Land Use Council". 
	 
	SEC. 5214. ADMINISTRATION. 
	 
	Section 705 (16 U.S.C. 539d) of the Alaska National Interest Lands Conservation Act is amended by adding at the end thereof the following: 
	 
	"(e) Fisheries Protection. -- In order to assure protection of riparian habitat, the Secretary of Agriculture shall maintain a buffer zone of a minimum of 100 feet in width within which logging shall be prohibited on each side of all anadromous fish streams in the Tongass National Forest, and their tributaries, except those tributaries with no resident fish populations which are intermittent in flow, or have flow of inadequate magnitude to directly influence downstream fish habitat. 
	 
	"(f) Tenakee Springs Road Prohibition. -- A vehicular access road connecting the Indian River and Game Creek roads may not be constructed, and the Secretary of Agriculture shall not engage in any further efforts to connect the city of Tenakee Springs with the logging road system on Chichagof Island.". 
	 
	CHAPTER 2 -- TERMINATION OF LONG-TERM TIMBER SALE CONTRACTS IN ALASKA 
	 
	SEC. 5221. TERMINATION. 
	 
	Title V of the Alaska National Interest Lands Conservation Act is amended by adding at the end thereof the following new section: 
	 
	"SEC. 508. TERMINATION OF LONG-TERM TIMBER SALE CONTRACTS IN ALASKA. 
	 
	"(a) Finding. -- The Congress hereby finds and declares that it is in the national interest to 
	assure that valuable public resources in the Tongass National Forest are protected and wisely managed. Termination of the long-term timber sale contracts is necessary because the contracts prevent proper Forest Service management, allow the holders to concentrate logging in the rare, high-volume old growth forest most valuable for fish and wildlife habitat, threaten natural resource dependent communities and industries, and undermine competition within the southeast Alaska timber industry. 
	 
	"(b) Termination of Long-Term Timber Sale Contracts. -- Not later than 90 days after the date of enactment of this section, the Secretary of Agriculture shall terminate the long-term timber sale contracts numbered 12-11-010-1545 and A10fs-1042 between the United States and Alaska Pulp Corporation, and between the United States and Ketchikan Pulp Company, respectively. 
	 
	"(c) Substitution of Short-Term Timber Sales. -- The Secretary of Agriculture is authorized to make available sufficient volumes of timber to meet actual market demand as determined pursuant to planning process specified in section 6 of the Forest and Rangeland Renewable Resources Planning Act of 1974 and other applicable laws. Timber sales shall be offered for competitive bid and administered consistent with standard, short-term timber sales on other national forests.". 
	CHAPTER 3 -- WILDERNESS 
	 
	SEC. 5231. ADDITIONAL WILDERNESS AREAS. 
	 
	(a) Designation. -- Section 703 of the Alaska National Interest Lands Conservation Act is 
	amended by adding at the end thereof the following: 
	 
	"(c) Designation of Additional Wilderness on the Tongass National Forest. -- In furtherance of the purposes of the Wilderness Act (16 U.S.C. 1131-1136), the following lands within the Tongass National Forest in the State of Alaska are hereby designated as wilderness and therefore as components of the National Wilderness Preservation System: 
	 
	"(1) Anan creek wilderness. -- Certain lands which comprise approximately 38,415 acres, as generally depicted on a map entitled 'Anan Creek Wilderness -- Proposed' and dated May 1989, which shall be known as the Anan Creek Wilderness. 
	 
	"(2) Berners bay wilderness. -- Certain lands which comprise approximately 46,135 acres, as generally depicted on a map entitled 'Berners Bay Wilderness -- Proposed' and dated May 1989, which shall be known as the Berners Bay Wilderness. 
	 
	"(3) Calder-holbrook wilderness. -- Certain lands which comprise approximately 68,693 acres, as generally depicted on a map entitled 'Calder-Holbrook Wilderness -- Proposed' and dated May 1989, which shall be known as the Calder-Holbrook Wilderness. 
	 
	"(4) Chichagof wilderness. -- Certain lands which comprise approximately 347,733 acres, as generally depicted on a map entitled 'Chichagof Wilderness -- Proposed' and dated May 1989, which shall be known as the Chichagof Wilderness. 
	 
	"(5) Chuck river wilderness. -- Certain lands which comprise approximately 124,539 acres, as generally depicted on a map entitled 'Chuck River Wilderness -- Proposed' and dated May 1989, which shall be known as the Chuck River Wilderness. 
	 
	"(6) Kadashan wilderness. -- Certain lands which comprise approximately 34,044 acres, as generally depicted on a map entitled 'Kadashan Wilderness -- Proposed' and dated May 1989, which shall be known as the Kadashan Wilderness. 
	 
	"(7) Karta river wilderness. -- Certain lands which comprise approximately 39,886 acres, as generally depicted on a map entitled 'Karta River Wilderness -- Proposed' and dated May 1989, which shall be known as the Karta River Wilderness. 
	 
	"(8) Kegan lake wilderness. -- Certain lands which comprise approximately 24,655 acres, as generally depicted on a map entitled 'Kegan Lake Wilderness -- Proposed' and dated May 1989, which shall be known as the Kegan Lake Wilderness. 
	 
	"(9) Naha river wilderness. -- Certain lands which comprise approximately 31,794 acres, as generally depicted on a map entitled 'Naha River Wilderness -- Proposed' and dated May 1989, which shall be known as the Naha River Wilderness. 
	 
	"(10) Nutkwa wilderness. -- Certain lands which comprise approximately 52,654 acres, as generally depicted on a map entitled 'Nutkwa Wilderness -- Proposed' and dated May 1989, which shall be known as the Nutkwa Wilderness. 
	 
	"(11) Outside islands wilderness. -- Certain lands which comprise approximately 98,572 acres, as generally depicted on a map entitled 'Outside Islands Wilderness -- Proposed' and dated May 1989, which shall be known as the Outside Islands Wilderness. 
	 
	"(12) Pleasant-lemesurier-inian islands wilderness. -- Certain lands which comprise 
	approximately 23,140 acres, as generally depicted on a map entitled Pleasant-Lemesurier-Inian Islands Wilderness -- Proposed' and dated May 1989, which shall be known as the Pleasant- Lemesurier-Inian Islands Wilderness. 
	 
	"(13) Point adolphus-mud bay wilderness. -- Certain lands which comprise approximately 
	73,346 acres, as generally depicted on a map entitled 'Point Adolphus-Mud Bay Wilderness -- Proposed' and dated May 1989, which shall be known as the Point Adolphus-Mud Bay Wilderness. 
	 
	"(14) Port Houghton-Sanborn canal wilderness. -- Certain lands which comprise approximately 58,915 acres, as generally depicted on a map entitled 'Port Houghton-Sanborn Canal Wilderness -- Proposed' and dated May 1989, which shall be known as the Port Houghton-Sanborn Canal Wilderness. 
	 
	"(15) Rocky pass wilderness. -- Certain lands which comprise approximately 75,734 acres, as generally depicted on a map entitled 'Rocky Pass Wilderness -- Proposed' and dated May 1989, which shall be known as the Rocky Pass Wilderness. 
	 
	"(16) Sarkar lakes wilderness. -- Certain lands which comprise approximately 25,650 acres, as generally depicted on a map entitled 'Sarkar Lakes Wilderness -- Proposed' [*H10180] and dated May 1989, which shall be known as the Sarkar Lakes Wilderness. 
	 
	"(17) South etolin island wilderness. -- Certain lands which comprise approximately 83,642 acres, as generally depicted on a map entitled 'South Etolin Island Wilderness -- Proposed' and dated May 1989, which shall be known as the South Etolin Island Wilderness.  
	 
	"(18) South kuiu wilderness. -- Certain lands which comprise approximately 191,532 acres, as generally depicted on a map entitled 'South Kuiu Wilderness -- Proposed' and dated May 1989, which shall be known as the South Kuiu Wilderness. 
	 
	"(19) Sullivan island wilderness. -- Certain lands which comprise approximately 4,032 acres, as generally depicted on a map entitled 'Sullivan Island Wilderness -- Proposed' and dated May 1989, which shall be known as the Sullivan Island Wilderness. 
	 
	"(20) Trap bay wilderness. -- Certain lands which comprise approximately 6,667 acres, as 
	generally depicted on a map entitled 'Trap Bay Wilderness -- Proposed' and dated May 1989, which shall be known as the Trap Bay Wilderness. 
	 
	"(21) West duncan canal wilderness. -- Certain lands which comprise approximately 134,627 acres, as generally depicted on a map entitled 'West Duncan Canal Wilderness -- Proposed' and dated May 1989, which shall be known as the West Duncan Canal Wilderness.  
	 
	"(22) Yakutat forelands wilderness. -- Certain lands which comprise approximately 220,268 acres, as generally depicted on a map entitled 'Yakutat Forelands Wilderness -- Proposed' and dated May 1989, which shall be known as the Yakutat Forelands Wilderness.  
	 
	"(23) Young lake wilderness addition to admiralty island national monument. -- Certain lands which comprise approximately 18,702 acres, as generally depicted on a map entitled 'Young Lake Wilderness -- Proposed' and dated May 1989, which shall be managed as an addition to the Admiralty Island National Monument. 
	 
	"(d) Application of Section 1315(e). -- Section 1315(e) of this Act (16 U.S.C. 3203(e)) shall not apply to the wilderness designated by subsection (c).". 
	 
	(b) Administration. -- Section 707 of the Alaska National Interest Lands Conservation Act is amended by adding the following at the end thereof: "Subject to valid existing rights, the wilderness areas designated in amendments made to section 703(c) of this Act by the Tongass Timber Reform Act shall be administered by the Secretary of Agriculture in accordance with this section, except that, in the case of such areas, any reference in the provisions of the Wilderness Act to the effective date of the Wilderne
	 
	CHAPTER 4 -- IMPROVEMENT OF THE MANAGEMENT OF THE TONGASS NATIONAL FOREST 
	 
	SEC. 5241. MANAGEMENT OF THE TONGASS NATIONAL FOREST. 
	 
	(a) Findings. -- The Congress finds that -- 
	 
	(1) the commercial fishing, recreation, timber, and tourism industries each make a substantial contribution to the economy of southeast Alaska and their ability to contribute in the future depends upon balanced planning and management of the Tongass National Forest; and 
	 
	(2) the Secretary of Agriculture should plan and manage the Tongass National Forest in a 
	manner that adequately protects and enhances fish, wildlife, and recreation resources, as well as timber, and should act in the long-term best interests of all natural resources dependent industries and subsistence communities in southeast Alaska. 
	 
	(b) Purposes. -- The purposes of this section are to require the Secretary of Agriculture to -- 
	 
	(1) assess the extent to which planning and management of the Tongass National Forest prior to the enactment of this Act has differed from planning for, and management of, other national forests; and 
	 
	(2) change, in conformance with laws applicable to the National Forest System, planning and management priorities regarding the Tongass National Forest so as to assure that greater emphasis is given to the long-term best interests of the commercial fishing, recreation, and tourism industries, subsistence communities in southeast Alaska, and the national interest in the fish and wildlife and other natural resources of the Tongass National Forest. 
	 
	(c) Directive. -- The Secretary of Agriculture is authorized and directed to take such steps as are necessary in current management practices and in revisions of the Tongass land management plan to achieve the purposes described in subsection (b). 
	 
	(d) Old-Growth Forest Management. -- In developing the land management plan for the Tongass National Forest pursuant to section 6 of the Forest and Rangeland Renewable Resources Planning Act of 1974, the Secretary shall -- 
	 
	(1) provide for sustained production of old-growth forest resources within the Tongass National Forest; and 
	 
	(2) upon completion of the draft of such plan, which shall be completed in any event not later than one year after the date of enactment of this Act, report to the Committees on Agriculture and on Interior and Insular Affairs of the House of Representatives and the Committee on Agriculture, Nutrition, and Forestry of the Senate on provisions incorporated into such plan to meet the objective set forth in paragraph (1). The report shall include -- 
	 
	(A) the definition of the term "old-growth forest" used for purposes of such plan; 
	 
	(B) the quantity and distribution of old-growth forest in the Tongass National Forest; 
	 
	(C) the management objectives and guidelines incorporated into such plan to provide for 
	sustained production of old-growth forest resources; 
	 
	(D) the criteria used to determine how to integrate old-growth forest management objectives into the plan; and 
	 
	(E) the relationship between old-growth forest management objectives and other resource 
	management goals affecting timber, fish and wildlife, water quality, recreation, subsistence uses, and aesthetics. 
	 
	Subtitle C -- Oil Shale Claims Reform 
	 
	SEC. 5301. FINDINGS. 
	 
	The Congress finds that: 
	 
	(1) Certain oil shale mining claims were located pursuant to the General Mining Act of May 10, 1872, before enactment of the Mineral Leasing Act of February 25, 1920, which provides for the leasing of that mineral. 
	 
	(2) Section 37 of the Mineral Leasing Act permitted oil shale claims that were "maintained in compliance with the laws under which initiated" to be perfected under such laws. 
	 
	(3) The holders of those oil shale claims that have not been patented have been afforded ample opportunity to apply for patents over the last 70 years but have failed to take such action. 
	 
	(4) Both the Mining Act of 1872 and the Mineral Leasing Act were intended to accomplish the development of the mineral resources of the Nation, including oil shale. 
	 
	(5) Almost none of the oil shale claims have been developed for their oil shale in the intervening 70 years. 
	 
	(6) The continued existence of these oil shale claims restricts the lands from the development of other minerals which may exist on the claimed lands. 
	 
	(7) The continued existence of these oil shale claims interferes with the effective management of Federal lands. 
	 
	(8) Issuing patents at this time for claims for which a right to patent has not vested would likely result in nonmineral development contrary to the intent of the Mining Act of 1872 and the Mineral Leasing Act. 
	 
	(9) The lands embraced in an unpatented claim remain subject to the disposing power of the Congress until all conditions imposed by law for issuance of a patent are fully satisfied. 
	 
	(10) Either the conversion of valid oil shale claims to leases or requiring diligent work toward  production on such claims, together with the cancellation of invalid claims, would promote mineral development including for oil shale. 
	 
	(11) It is in the public interest for these claims to be brought to some final resolution so that Federal lands affected may be properly managed for their mineral and other values in 
	accordance with the laws and policies of the United States. 
	 
	SEC. 5302. AMENDMENT TO THE MINERAL LEASING ACT. 
	 
	Section 37 of the Mineral Leasing Act (30 U.S.C. 193) is amended by inserting "(a)" before the first sentence and by adding the following new subsections at the end thereof: 
	 
	"(b)(1) The Secretary of the Interior shall undertake an expedited program to determine the validity of all unpatented oil shale claims referred to in subsection (a). The expedited program shall include an examination of all unpatented oil shale claims, including those for which a patent application has not been filed. If a claim is determined to be invalid, the Secretary shall promptly declare the claim to be null and void and cancel it. 
	 
	"(2) Not later than 30 days after the enactment of this subsection the Secretary shall publish proposed regulations in the Federal Register containing standards and criteria for determining the validity of all unpatented oil shale claims referred to in subsection (a). Final regulations shall be promulgated within 180 days after the date such proposed regulations are published. The Secretary shall make a determination with respect to the validity of each such claim within 2 years after the promulgation of su
	 
	"(c) Except as provided in subsection (f), after January 24, 1989, no patent shall be issued by the United States for any oil shale claim referred to in subsection (a) unless the Secretary of the Interior determines that, for the claim concerned -- 
	 
	"(1) a patent application was filed with the Secretary on or before January 24, 1989, and 
	 
	"(2) all requirements established under sections 2329, 2330, 2331, and 2333 of the Revised Statutes (30 U.S.C. 35, 36, and 37) were fully complied with by that date. 
	 
	"(d)(1) The holder of each oil shale claim for which no patent may be issued by reason of 
	subsection (c) shall make an election under paragraph (2) or paragraph (3) of this subsection. Not later than 30 days [*H10181] after the enactment of this subsection, the Secretary shall notify the holder of each such claim of the requirement to make such election. The holder shall make the election by certified mail within 60 days after receiving such notification. Failure to make an election within such period, shall be deemed conclusively to constitute a forfeiture of the claim and the claim shall be nu
	"(2) The holder of a claim required to make an election under this subsection may elect to apply to the Secretary for a lease under section 21. The Secretary shall promptly provide a lease application to any claimholder who makes such election and the claimholder shall file an application for a lease within 90 days after receiving such application. Upon receiving such an application the Secretary shall issue a lease to the holder of such claim for the area covered by the claim if the claim is determined to 
	 
	"(A) The term of the lease shall be 20 years and for so long thereafter as oil shale or associated minerals are produced annually in commercial quantities from the lease. 
	 
	"(B) The acreage limitations contained in section 21(a) shall not apply. 
	 
	"(C) The first and second provisos of section 21(a) shall not apply. 
	 
	"(D) The limitation on the number of leases to be granted to any one person, association, or corporation contained in section 21(a) shall not apply. 
	 
	"(E) The phrase 'oil shale and gilsonite' in the first sentence of section 21(a) shall be construed to include oil shale and all other associated minerals. 
	 
	"(3)(A) The holder of a claim making an election under this subsection may elect to maintain the claim by complying with such requirements as the Secretary shall prescribe, by rule, to assure that, during each year that oil shale or associated minerals are not being produced from the claim in commercial quantities, the holder of such claim either makes payments in lieu of diligent development under subparagraph (B) or expends an amount annually which -- 
	 
	"(i) represents diligent efforts toward the production of oil shale or associated minerals (or both), 
	 
	"(ii) includes substantial work on the claim, and 
	 
	"(iii) represents not less than $5,000 worth of expenditure on the claim. 
	 
	"(B) In lieu of making the expenditure described in clauses (i), (ii), and (iii) in any year, the holder of such claim may pay the Secretary an amount equal to $5,000 for the claim for that year. Moneys received by the Secretary under this subparagraph shall be disposed of in the same manner as moneys received pursuant to section 35, except that 50 percent of such moneys shall be transferred to the States and 50 percent shall be deposited in the General Fund of the Treasury. 
	 
	"(C) The Secretary shall promulgate a final rule under this paragraph within 90 days after the enactment of this subsection. The annual expenditure requirement under such rule shall take effect on the first day of the first month of September which occurs more than 90 days after the enactment of this subsection. 
	 
	"(D) The Secretary shall review the expenditures made for each such claim not less frequently than annually. 
	 
	"(E) In applying the provisions of section 314 of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1744), the holder of a claim for which an election under this paragraph has been made shall comply with the provisions of subsection (a)(1) thereof only by filing (as provided in such provisions) an affidavit that the annual expenditure (or annual payments in lieu of diligent development) requirements of this paragraph have been met with respect to such claim or that oil shale or associated minera
	 
	"(F) Failure to comply with the requirements of this paragraph and the requirements of such section 314(a)(1) shall be deemed conclusively to constitute a forfeiture of the claim and the claim shall be null and void. In addition, the Secretary shall declare a claim to be null and void and cancel it on the earlier of the following: 
	 
	"(i) The date on which the Secretary determines that oil shale and associated minerals are 
	exhausted. 
	 
	"(ii) The date 100 years after the date of location of the claim. 
	On the date referred to in clause (ii), the Secretary shall make a determination under this 
	subparagraph and if the Secretary determines that oil shale or associated minerals are being produced in commercial quantities there shall be substituted for such date the date on which the Secretary determines that oil shale or associated minerals cease to be produced from the claim in commercial quantities. 
	 
	"(G) The provisions of sections 4 and 6 of the Act of August 13, 1954 (30 U.S.C. 524 and 526), popularly known as the Multiple Minerals Development Act, and the provisions of section 4 of the Act of July 23, 1955 (30 U.S.C. 612), popularly known as the Surface Resources Act, shall apply to claims for which an election under this paragraph has been made in the same manner and to the same extent as such provisions apply to the mining claims referred to therein. 
	 
	"(e) In addition to other applicable requirements, any person who holds a lease pursuant to paragraph (2) of subsection (d) or who maintains a claim pursuant to paragraph (3) of 
	subsection (d) or pursuant to subsection (f) shall be required, by regulation, to reclaim the site subject to such lease or claim and to post a surety bond or provide other types of financial guarantee satisfactory to the Secretary before disturbance of the site to ensure such reclamation. The Secretary shall promulgate such regulations as may be necessary to implement this subsection. 
	 
	"(f)(1) If a patent application was filed with the Secretary before January 24, 1989, for an oil shale claim referred to in subsection (a) but all requirements established under sections 2329, 2330, 2331, and 2333 of the Revised Statutes (30 U.S.C. 35, 36, and 37) were not fully complied with by that date, the Secretary may issue a patent under this subsection notwithstanding the failure to meet those requirements by that date if such requirements are subsequently met and the Secretary determines the claim 
	 
	"(2) Any patent under this subsection shall be subject to an express reservation of the surface of the affected lands, and the provisions of sections 4 and 6 of the Act of August 13, 1954 (30 U.S.C. 524 and 526), popularly known as the Multiple Minerals Development Act, and of section 4 of the Act of July 23, 1955 (30 U.S.C. 612), popularly known as the Surface Resources Act, shall apply to such claim in the same manner and to the same extent as such provisions apply to the unpatented mining claims referred
	 
	"(3) No claimholder having a claim described in this subsection shall be required to make an election under subsection (d).". 
	 
	Subtitle D -- Reclamation Fees 
	 
	SEC. 5401. ABANDONED MINE RECLAMATION FUND. 
	 
	(a) Sources of Deposits. -- Section 401(b) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231(b)) is amended as follows: 
	 
	(1) Amend paragraph (1) to read as follows: 
	 
	"(1) the reclamation fees levied under section 402;". 
	 
	(2) Strike "and" at the end of paragraph (3); strike the period at the end of paragraph (4) and insert "; and"; and add the following new paragraph at the end: 
	 
	"(5) interest credited to the fund under subsection (e).". 
	 
	(b) Use of Moneys. -- Section 401(c) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231(c)) is amended as follows: 
	 
	(1) In paragraph (1), strike "402(g)(2)" and insert "402(g)(1)". 
	 
	(2) Amend paragraph (2) to read as follows: 
	 
	"(2) for transfer on an annual basis to the Secretary of Agriculture for use under section 406;". 
	 
	(3) In paragraph (6), strike "by contract" and insert "conducted in accordance with section 3501 of the Omnibus Budget Reconciliation Act of 1986" after "projects". 
	 
	(4) Strike "and" at the end of paragraph (9). 
	 
	(5) Strike paragraph (10) and insert the following: 
	 
	"(10) for use under section 411; 
	 
	"(11) for the purpose of section 507(c), except that not more than $10,000,000 shall annually be available for such purpose; and 
	 
	"(12) all other necessary expenses to accomplish the purposes of this subtitle.". 
	 
	(c) Interest. -- Section 401 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231) is amended by adding the following new subsection at the end: 
	 
	"(e) Interest. -- The Secretary of the Interior shall invest such portion of the fund as is not, in his judgment, required to meet current withdrawals. Such investments shall be in public debt securities with maturities suitable for the needs of such fund and bearing interest at rates determined by the Secretary of the Treasury, taking into consideration current market yields on outstanding marketable obligations of the United States of comparable maturities. The income on such investments shall be credited
	 
	SEC. 5402. RECLAMATION FEES. 
	 
	(a) Rate. -- Section 402(a) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(a)) is amended by adding the following at the end: "The rate at which such fee is imposed shall be modified as provided in section 411(a) in the case of any State or Indian tribe certified under section 411(a).". 
	 
	(b) Due Date. -- Section 402(b) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(b)) is amended by striking "fifteen years after the date of enactment of this Act unless extended by an Act of Congress" and inserting "ending September 30, 2007". 
	 
	(c) Statement. -- Section 402(c) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(c)) is amended by adding the following at the end thereof: "Such statement shall include an identification of the permittee of the coal mining operation if different from the operator, the owner of the coal, the preparation plant, tipple, or loading point for the coal, and the [*H10182] person purchasing the coal from the operator. The report shall also specify the number of the permit required under s
	 
	(d) Audits. -- Section 402(d) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(d)) is amended by inserting "(1)" after "(d)" and by adding the following at the end thereof: 
	 
	"(2) The Secretary shall conduct such audits of coal production and the payment of fees under this subtitle as may be necessary to ensure full compliance with the provisions of this subtitle. For purposes of performing such audits the Secretary (or any duly designated officer, employee, or representative of the Secretary) shall, at all reasonable times, upon request, have access to, and may copy, all books, papers, and other documents of any person subject to the provisions of this subtitle. The Secretary m
	 
	(e) Notice. -- Section 402(f) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(f)) is amended by adding the following at the end thereof: "Whenever the Secretary believes that any person has not paid the full amount of the fee payable under subsection (a) the Secretary shall notify the Federal agency responsible for ensuring compliance with the provisions of section 4121 of the Internal Revenue Code of 1986.". 
	 
	SEC. 5403. ALLOCATION OF FUNDS. 
	 
	Section 402(g) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1232(g)) is amended to read as follows: 
	 
	"(g) Allocation of Funds. -- (1) Moneys deposited into the fund shall be allocated by the 
	Secretary to accomplish the purposes of this subtitle as follows: 
	 
	"(A) 50 percent of the reclamation fees collected annually in any State (other than fees collected with respect to Indian lands) shall be allocated annually by the Secretary to the State, subject to such State having each of the following -- 
	 
	"(i) An approved abandoned mine reclamation program pursuant to section 405. 
	 
	"(ii) Lands, waters, and facilities which are eligible pursuant to section 404 (in the case of a State not certified under section 411(a)) or pursuant to section 411(b) (in the case of a State certified under section 411(a)). 
	 
	"(B) 50 percent of the reclamation fees collected annually with respect to Indian lands shall be allocated annually by the Secretary to the Indian tribe having jurisdiction over such lands, subject to such tribe having each of the following -- 
	 
	"(i) An approved abandoned mine reclamation program pursuant to section 405. 
	 
	"(ii) Lands, waters, and facilities which are eligible pursuant to section 404 (in the case of an Indian tribe not certified under section 411(a)) or pursuant to section 411(b) (in the case of a tribe certified under section 411(a)). 
	 
	"(C) The funds allocated by the Secretary under this paragraph to States and Indian tribes shall only be used for annual reclamation project construction and program administration grants. 
	 
	"(D) To the extent not expended within 3 years after the date of any grant award under this paragraph, such grant shall be available for expenditure by the Secretary in any area under paragraph (2), (3), (4), or (5). 
	 
	"(2) 20 percent of the amounts available in the fund in any fiscal year which are not allocated under paragraph (1) in that fiscal year (including that interest accruing as provided in section 401(e) and including funds available for reallocation pursuant to paragraph (1)(C)), shall be allocated to the Secretary only for the purpose of making the annual transfer to the Secretary of Agriculture under section 401(c)(2). 
	 
	"(3) Amounts available in the fund which are not allocated to States and Indian tribes under paragraph (1) or allocated under paragraph (2) and paragraph (5) are authorized to be expended by the Secretary for any of the following: 
	 
	"(A) For the purpose of section 507(c), either directly or through grants to the States, subject to the limitation contained in section 401(c)(11). 
	 
	"(B) For the purpose of section 410 (relating to emergencies). 
	 
	"(C) For the purpose of meeting the objectives of the fund set forth in section 403(a) for eligible lands, waters, and facilities pursuant to section 404 in States and on Indian lands where the State or Indian tribe does not have an approved abandoned mine reclamation program pursuant to section 405. 
	 
	"(D) For the administration of this subtitle by the Secretary. 
	 
	"(4)(A) Amounts available in the fund which are not allocated under paragraphs (1), (2), and (5) or expended under paragraph (3) in any fiscal year are authorized to be expended by the Secretary under this paragraph for the reclamation or drainage abatement of lands and waters within unreclaimed sites which were mined for coal or which were affected by such mining, wastebanks, coal processing or other coal mining processes and left in an inadequate reclamation status. 
	 
	"(B) Funds made available under this paragraph may be used for reclamation or drainage 
	abatement at a site referred to in subparagraph (A) if the Secretary makes either of the following findings: 
	"(i) A finding that the coal mining operation occurred during the period beginning on August 4, 1977, and ending on or before the date on which the Secretary approved a State program pursuant to section 503 for State in which the site is located, and that any funds for reclamation or abatement which are available pursuant to a bond or other form of financial guarantee or from any other source are not sufficient to provide for adequate reclamation or abatement at the site. 
	 
	"(ii) A finding that the surety of the mining operator became insolvent prior to the date of 
	enactment of this paragraph, and as of such date, funds immediately available from proceedings relating to such insolvency, or from any financial guarantee or other source are not sufficient to provide for adequate reclamation or abatement at the site. 
	 
	"(C) In determining which sites to reclaim pursuant to this paragraph, the Secretary shall follow the priorities stated in paragraphs (1) and (2) of section 403(a). The Secretary shall ensure that priority is given to those sites which are in the immediate vicinity of a residential area or which have an adverse economic impact upon a local community. 
	 
	"(D) Amounts collected from the assessment of civil penalties under section 518 are authorized to be appropriated to carry out this paragraph. 
	 
	"(E) Any State may expend grants made available under paragraphs (1) and (5) for reclamation and abatement of any site referred to in subparagraph (A) if the State, with the concurrence of the Secretary, makes either of the findings referred to in clause (i) or (ii) of subparagraph (B) and if the State determines that the reclamation priority of the site is the same or more urgent than the reclamation priority for eligible lands and waters pursuant to section 404 under the priorities stated in paragraphs (1
	 
	"(F) For the purposes of the certification referred to in section 411(a), sites referred to in 
	subparagraph (A) of this paragraph shall be considered as having the same priorities as those stated in section 403(a) for eligible lands and waters pursuant to section 404. All sites referred to in subparagraph (A) of this paragraph within any State shall be reclaimed prior to such State making the certification referred to in section 411(a). 
	 
	"(5) The Secretary shall allocate 40 percent of the amount in the fund after making the allocation referred to in paragraph (1) for making additional annual grants to States and Indian tribes which are not certified under section 411(a) to supplement grants received by such States and Indian tribes pursuant to paragraph (1)(C) until the priorities stated in paragraphs (1) and (2) of section 403(a) have been achieved by such State or Indian tribe. The allocation of such funds for the purpose of making such e
	"(6) Any State may receive and retain, without regard to the 3-year limitation referred to in paragraph (1)(D), up to 10 percent of the total of the grants made annually to such State under paragraphs (1) and (5) if such amounts are deposited into either -- 
	 
	"(A) a special trust fund established under State law pursuant to which such amounts (together with all interest earned on such amounts) are expended by the State solely to achieve the priorities stated in section 403(a) after the year 2007, or 
	 
	"(B) an acid mine drainage abatement and treatment fund established under State law as 
	provided in paragraph (7). 
	 
	"(7)(A) Any State may establish under State law an acid mine drainage abatement and 
	treatment fund from which amounts (together with all interest earned on such amounts) are expended by the State to implement, in consultation with the Soil Conservation Service, acid mine drainage abatement and treatment plans approved by the Secretary. Such plans shall provide for the comprehensive abatement of the causes and treatment of the effects of acid mine drainage within qualified hydrologic units affected by coal mining practices.  
	 
	"(B) The plan shall include, but shall not be limited to, each of the following: 
	 
	"(i) An identification of the qualified hydrologic unit. 
	 
	"(ii) The extent to which acid mine drainage is affecting the water quality and biological 
	resources within the hydrologic unit. 
	 
	"(iii) An identification of the sources of acid mine drainage within the hydrologic unit. 
	 
	[*H10183] "(iv) An identification of individual projects and the measures proposed to be 
	undertaken to abate and treat the causes or effects of acid mine drainage with the hydrologic unit. 
	 
	"(v) The cost of undertaking the proposed abatement and treatment measures. 
	 
	"(vi) An identification of existing and proposed sources of funding for such measures. 
	 
	"(vii) An analysis of the cost-effectiveness and environmental benefits of abatement and 
	treatment measures. 
	 
	"(C) The Secretary may approve any plan under this paragraph only after determining that such plan meets the requirements of this paragraph. In conducting an analysis of the items referred to in clauses (iv), (v), and (vii) the Director of the Office of Surface Mining shall obtain the comments of the Director of the Bureau of Mines. In approving plans under this paragraph, the Secretary shall give a priority to those plans which will be implemented in coordination with measures undertaken by the Secretary o
	 
	"(D) For purposes of this paragraph the term 'qualified hydrologic unit' means a hydrologic unit – 
	 
	"(i) in which the water quality has been significantly affected by acid mine drainage from coal mining practices in a manner which adversely impacts biological resources; and 
	 
	"(ii) which contains lands and waters which are -- 
	 
	"(I) eligible pursuant to section 404 and include any of the priorities stated in section 403(a); and 
	 
	"(II) proposed to be the subject of the expenditures by the State (from amounts available from the forfeiture of bonds required under section 509 or from other State sources) to mitigate acid mine drainage. 
	 
	"(8) Of the funds available for expenditure under this subsection in any fiscal year the Secretary shall allocate annually not less than $2,000,000 for expenditure in each State, and for each Indian tribe, having an approved abandoned mine reclamation program pursuant to section 405 and, eligible lands, waters, and facilities pursuant to section 404 so long as an allocation of funds to such State or such tribe is necessary to achieve the priorities stated in paragraphs (1) and (2) of section 403(a).". 
	 
	SEC. 5404. FUND OBJECTIVES. 
	 
	Section 403 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1233) is amended as follows: 
	 
	(1) Insert "(a) Priorities. -- " after "Sec. 403.". 
	 
	(2) Strike "lands and water" and insert "lands, waters, and facilities". 
	 
	(3) Insert ", except as provided for under section 411," after "title". 
	 
	(4) Insert "and" after paragraph (2). 
	 
	(5) Strike paragraphs (4), (5), and (6). 
	 
	(6) Add at the end the following new subsections: 
	 
	"(b) Utilities and Other Facilities. -- (1) Reclamation projects involving the protection, repair, replacement, construction or enhancement of utilities, such as those relating to water supply, roads and such other facilities serving the public adversely affected by coal mining practices shall be deemed part of the objectives set forth, and undertaken as they relate to, the priorities stated in subsection (a). 
	 
	"(2) Any State or Indian tribe not certified under section 411(a) may expend up to 30 percent of the funds allocated to such State or Indian tribe in any year through the grants made available under paragraphs (1) and (5) of section 402(g) for the purpose of protecting, repairing, replacing, constructing, or enhancing facilities relating to water supply, including water distribution facilities and treatment plants, to replace water supplies adversely affected by coal mining practices. 
	 
	"(3) If the adverse effect on water supplies referred to in this subsection occurred both prior to and after August 3, 1977, section 404 shall not be construed to prohibit a State or Indian tribe referred to in paragraph (2) from using funds referred to in such paragraph for the purposes of this subsection if the State or Indian tribe determines that such adverse effects occurred predominantly prior to August 3, 1977. 
	 
	"(c) Inventory. -- For the purposes of assisting in the planning and evaluation of reclamation projects pursuant to section 405, and assisting in making the certification referred to in section 411(a), the Secretary shall maintain an inventory of eligible lands and waters pursuant to section 404 which meet the priorities stated in paragraphs (1) and (2) of subsection (a). Under standardized procedures established by the Secretary, States and Indian tribes with approved reclamation programs pursuant to secti
	under standardized procedures established by the Secretary.". 
	 
	SEC. 5405. ELIGIBLE LANDS AND WATERS. 
	 
	Section 404 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1234) is amended by inserting ", except as provided for under section 411" after "processes", and by adding the following at the end thereof: "For other provisions relating to lands and waters eligible for such expenditures, see section 402(g)(4), section 403(b)(2), and section 409.". 
	 
	SEC. 5406. STATE RECLAMATION PROGRAMS. 
	 
	Section 405 of of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1235) is amended by adding the following at the end thereof: 
	 
	"(l) No State shall be liable under any provision of Federal law for any costs or damages as a result of action taken or omitted in the course of carrying out a State abandoned mine 
	reclamation plan approved under this section. This subsection shall not preclude liability for cost or damages as a result of gross negligence or intentional misconduct by the State. For purposes of the preceding sentence, reckless, willful, or wanton misconduct shall constitute gross negligence.". 
	 
	SEC. 5407. CLARIFICATION. 
	 
	Section 406(d) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1236(d)) is amended by striking "experimental". 
	 
	SEC. 5408. VOIDS AND TUNNELS. 
	 
	Section 409 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1239) is amended -- 
	 
	(1) in subsection (a) by striking "chairman of any tribe" and inserting in lieu thereof "the 
	governing body of an Indian tribe"; 
	 
	(2) in subsection (b), by striking "or Indian reservations under the provisions of subsection 402(g)" and inserting "or Indian tribes under the provisions of paragraphs (1) and (5) of section 402(g)"; and 
	 
	(3) by amending subsection (c) to read as follows: 
	 
	"(c)(1) The Secretary may make expenditures and carry out the purposes of this section in such States where requests are made by the Governor or governing body of an Indian tribe for those reclamation projects which meet the priorities stated in section 403(a)(1), except that for the purposes of this section the reference to coal in section 403(a)(1) shall not apply. 
	 
	"(2) The provisions of section 404 shall apply to this section, with the exception that such mined lands need not have been mined for coal. 
	 
	"(3) The Secretary shall not make any expenditures for the purposes of this section in those States which have made the certification referred to in section 411(a).". 
	 
	SEC. 5409. EMERGENCY PROGRAM. 
	 
	Section 410 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1240) is amended as follows: 
	 
	(1) In the third sentence of subsection (b), strike "such land and shall" and insert "such land to the extent necessary to". 
	 
	(2) Add at the end the following new subsection: 
	 
	"(c) In making expenditures from the fund to undertake reclamation projects for the purposes of this section, the Secretary shall ensure that all adverse effects of coal mining practices meeting the priorities stated in paragraphs (1) and (2) of section 403(a) which exist at such reclamation projects are abated through such expenditure.". 
	 
	SEC. 5410. CERTIFICATION. 
	 
	Title IV of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231 et seq.) is amended as follows: 
	 
	(1) Redesignate sections 411, 412, and 413 as sections 412, 413, and 414, respectively. 
	 
	(2) Insert after section 410 the following new section: 
	 
	"SEC. 411. CERTIFICATION. 
	 
	"(a) Modification of Fees. -- Where the Governor of a State, or the head of a governing body of an Indian tribe, with an approved abandoned mine reclamation program under section 405 certifies to the Secretary that all of the priorities stated in section 403(a) for eligible lands, waters, and facilities pursuant to section 404 have been achieved, and the Secretary, after notice in the Federal Register and opportunity for public comment, concurs with such certification, the rate at which the reclamation fees
	the Secretary on his own motion after consultation with the State or Indian tribe concerned and after notice in the Federal Register and opportunity for public comment. Certification under this subsection as it relates to the modified fees may not take place until after 1992. The Secretary may concur with any certification by a State or Indian tribe in any region or certify any such State or tribe on his own motion, but may not concur with the modified fees or modify such fees on his own motion if, upon a m
	 
	"(b) Eligible Lands, Waters, and Facilities. -- If the Secretary has concurred in a State or tribal certification under subsection (a), for purposes of determining the eligibility of lands, waters, and facilities for annual grants under section 402(g)(1), section 404 shall not apply, and eligible lands, waters, and facilities shall be those -- 
	 
	"(1) which were mined or processed for minerals or which were affected by such mining or processing, and abandoned or left in an inadequate reclamation status prior to August 3, 1977; and 
	 
	"(2) for which there is no continuing reclamation responsibility under State or other Federal laws. In determining the eligibility under this subsection of Federal lands, waters, and facilities under the jurisdiction of the Forest Service or Bureau of Land Management, in lieu of the August 3, 1977, date referred to in paragraph (1) the applicable date shall be August 28, 1974, and November 26, 1980, respectively. 
	 
	"(c) Priorities. -- Expenditures of moneys for lands and waters referred to in subsection (b) shall reflect the following objectives and priorities in the order stated (in lieu of the priorities set forth in section 403): 
	 
	"(1) The protection of public health, safety, general welfare, and property from extreme danger of adverse effects of mineral mining and processing practices. 
	 
	"(2) The protection of public health, safety, and general welfare from adverse effects of mineral mining and processing practices. 
	 
	"(3) The restoration of land and water resources and the environment previously degraded by the adverse effects of mineral mining and processing practices. 
	 
	"(d) Specific Sites and Areas Not Eligible. -- Sites and areas designated for remedial action pursuant to the Uranium Mill Tailings Radiation Control Act of 1978 (42 U.S.C. 7901 and following) or which have been listed for remedial action pursuant to the Comprehensive Environmental Response Compensation and Liability Act of 1980 (42 U.S.C. 9601 and following) shall not be eligible for expenditures from the Fund under this section. 
	 
	"(e) Utilities and Other Facilities. -- Reclamation projects involving the protection, repair, 
	replacement, construction, or enhancement of utilities, such as those relating to water supply, roads, and such other facilities serving the public adversely affected by mineral mining and processing practices, and the construction of public facilities in communities impacted by coal or other mineral mining and processing practices, shall be deemed part of the objectives set forth, and undertaken as they relate to, the priorities stated in subsection (c). 
	 
	"(f) Application of Other Provisions. -- The provisions of sections 407 and 408 shall apply to this section, except that for purposes of this section the references to coal in sections 407 and 408 shall not apply.". 
	 
	SEC. 5411. SMALL OPERATOR ASSISTANCE. 
	 
	Section 507(c) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1257(c)) is amended by striking "100,000" and inserting "300,000". 
	 
	SEC. 5412. TECHNICAL AND CONFORMING AMENDMENTS. 
	 
	(a) Table of Contents. -- The table of contents in the first section of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1201) is amended as follows: 
	 
	(1) Redesignate the items relating to sections 411, 412, and 413 as items 412, 413, and 414, respectively. 
	 
	(2) Insert after the item relating to section 410 the following: 
	 
	"Sec. 411. Certification.". 
	 
	(b) Reference. -- Section 712(b) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1302(b)) is amended to read as follows: 
	 
	"(b) For the implementation and funding of section 507(c), see the provisions of section 
	401(c)(11).". 
	 
	(c) Repeal. -- Section 406(i) of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1236(i)) is repealed. 
	 
	(d) Technical Corrections. -- The following provisions of the Surface Mining Control and 
	Reclamation Act of 1977 (30 U.S.C. 1231 and following) are amended as follows: 
	 
	(1) Section 405(a) is amended by striking out "perparation" and inserting "preparation". 
	 
	(2) Section 405(h) is amended by striking out "Upon approved" and inserting "Upon approval". 
	 
	(3) Section 406(a) is amended by striking out "including owners" and inserting "(including owners". 
	 
	(4) Section 407(a)(4) is amended by striking out the period and inserting a semicolon. 
	 
	(5) Section 407(a) is amended by striking out "Then" and inserting "then". 
	 
	(6) Section 407(e) is amended by striking out "paragraph (1), of this subsection" and inserting "paragraph (1) of subsection (c)". 
	 
	(7) Section 407(g)(2) is amended by striking out "the use of" and inserting "the use or". 
	 
	SEC. 5413. SAVINGS CLAUSE. 
	 
	Nothing in this subtitle shall be construed to affect the certification made by the State of 
	Wyoming to the Secretary of the Interior prior to the date of enactment of this Act that such State has completed the reclamation of eligible abandoned coal mine lands, except that for the purposes of the amendments made by this subtitle, the State of Wyoming shall not be deemed to have made the certification as it relates to the modified fees referred to in subsection (a) of section 411, as added by this subtitle, until the date referred to in such subsection. 
	 
	SEC. 5414. ABANDONED MINERALS AND MINERAL MATERIALS MINE RECLAMATION FUND. 
	 
	(a) New Subtitle. -- Title IV of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231) is amended by inserting 
	 
	"Subtitle A -- Abandoned Mine Reclamation Fund" 
	immediately before section 401 and by adding the following new subtitle at the end thereof: 
	 
	"Subtitle B -- Abandoned Minerals and Mineral Materials Mine Reclamation Fund 
	 
	"SEC. 421. ABANDONED MINERALS AND MINERAL MATERIALS MINE RECLAMATION. 
	 
	"(a) Establishment. -- There is established on the books of the Treasury of the United States a trust fund to be known as the Abandoned Minerals and Mineral Materials Mine Reclamation Fund (hereinafter in this subtitle referred to as the 'Fund'). The Fund shall be administered by the Secretary of the Interior acting through the Director, Office of Surface Mining Reclamation and Enforcement. 
	 
	"(b) Amounts. -- The following amounts shall be credited to the Fund for the purposes of this Act: 
	 
	"(1) All moneys received (after the commencement of the first fiscal year beginning after the enactment of this subtitle) from the disposal of mineral materials pursuant to section 3 of the Act of July 31, 1947 (30 U.S.C. 603) to the extent such moneys are not specifically dedicated to other purposes under other authority of law. 
	 
	"(2) Donations by persons, corporations, associations, and foundations for the purposes of this subtitle. 
	 
	"(3) Such other amounts as may be appropriated to the Fund. 
	 
	"SEC. 422. USE AND OBJECTIVES OF THE FUND. 
	 
	"(a) In General. -- The Secretary is authorized to use moneys in the Fund for the reclamation and restoration of land and water resources adversely affected by past minerals and mineral materials mining, including but not limited to, any of the following: 
	 
	"(1) Reclamation and restoration of abandoned surface mined areas. 
	 
	"(2) Reclamation and restoration of abandoned milling and processing areas. 
	 
	"(3) Sealing and filling abandoned deep mine entries. 
	 
	"(4) Planting of land adversely affected by past mining to prevent erosion and sedimentation. 
	 
	"(5) Prevention, abatement, treatment, and control of water pollution created by abandoned mine drainage. 
	 
	"(6) Control of surface subsidence due to abandoned deep mines. 
	 
	"(7) Such expenses as may be necessary to accomplish the purposes of this subtitle. 
	 
	"(b) Priorities. -- Expenditure of moneys from the Fund shall reflect the following priorities in the order stated: 
	 
	"(1) The protection of public health, safety, general welfare and property from extreme danger from the adverse effects of past minerals and mineral materials mining practices. 
	 
	"(2) The protection of public health, safety, and general welfare from the adverse effects of past minerals and mineral materials mining practices. 
	 
	"(3) The restoration of land and water resources previously degraded by the adverse effects of past minerals and mineral materials mining practices. 
	 
	"(c) Utilities and Other Facilities. -- Reclamation projects involving the protection, repair, 
	replacement, construction, or enhancement of utilities, such as those relating to water supply, roads, and such other facilities serving the public adversely affected by mineral and mineral materials mining and processing practices, and the construction of public facilities in communities impacted by mineral and mineral materials mining and processing practices, shall be deemed part of the objectives set forth, and undertaken as they relate to, the priorities stated in subsection (b). 
	 
	"SEC. 423. ELIGIBLE AREAS. 
	 
	"(a) Eligibility. -- Lands, waters, and facilities eligible for reclamation expenditures under this Act shall be those -- 
	 
	"(1) which were mined or processed for minerals and mineral materials or which were affected by such mining or processing, and abandoned or left in an inadequate reclamation status prior to the date of enactment of this subtitle; and 
	 
	"(2) for which there is no continuing reclamation responsibility under State or Federal laws.  
	 
	In determining the eligibility under this subsection of Federal lands, waters, and facilities under the jurisdiction of the Forest Service or Bureau of Land Management in lieu of the date referred to in paragraph (1), the applicable date shall be August 28, 1974, and November 26, 1980, respectively. 
	 
	[*h10185] "(b) Specific Sites and Areas Not Eligible. -- Sites and areas designated for remedial action pursuant to the Uranium Mill Tailings Radiation Control Act of 1978 (42 U.S.C. 7901 and following) or which have been listed for remedial action pursuant to the Comprehensive Environmental Response Compensation and Liability Act of 1980 (42 U.S.C. 9601 and following) shall not be eligible for expenditures from the Fund under this subtitle. 
	 
	"SEC. 424. FUND ALLOCATION AND EXPENDITURES. 
	 
	"(a) Allocations -- (1) Moneys available for expenditure from the Fund shall be allocated on an annual basis by the Secretary in the form of grants to eligible States, or in the form of expenditures under subsection (b), to accomplish the purposes of this subtitle. Such moneys may also be provided pursuant to cooperative agreements between such States and the Bureau of Land Management, the Forest Service, or the National Park Service for such purposes. 
	 
	"(2) The Secretary shall distribute moneys from the Fund to eligible States and to the entities described under subsection (b) based on the greatest need for such moneys pursuant to the priorities stated in section 422(b). In determining the greatest need for the distribution of moneys from the Fund, the Secretary shall give priority to those eligible States which do not receive grants under subtitle A. 
	 
	"(b) Direct Federal Expenditures. -- Where a State is not eligible, or in instances where the purposes of this subtitle may best be accomplished otherwise, moneys available from the Fund may be: 
	 
	"(1) Expended directly by the Secretary through the Director, Office of Surface Mining 
	Reclamation and Enforcement. 
	 
	"(2) Expended through grants made by the Secretary through the Director of the Bureau of Land Management. 
	 
	"(3) Expended through grants made by the Secretary to the Chief of United States Forest 
	Service. 
	 
	"(4) Expended through grants made by the Secretary through the Director of the National Park Service. 
	 
	"SEC. 425. STATE RECLAMATION PROGRAMS. 
	 
	"(a) Eligible States. -- For the purpose of section 424(a), an 'eligible State' is one which the Secretary determines to meet each of the following requirements: 
	 
	"(1) Within the State there are mined lands, waters, and facilities eligible for reclamation 
	pursuant to section 423. 
	 
	"(2) The State has developed an inventory of such areas following the priorities established under section 422(b). 
	 
	"(3) The State has established, and the Secretary has approved, a State abandoned minerals and mineral materials mine reclamation program for the purpose of receiving and administering grants under this subtitle. Any State with an approved abandoned mine reclamation program pursuant to section 405 shall be deemed to have met the requirements of this paragraph. 
	 
	"(b) Monitoring. -- The Secretary shall monitor the expenditure of State grants to ensure they are being utilized to accomplish the purposes of this subtitle. 
	 
	"(c) Supplemental Grants. -- In the case of any State with an approved abandoned mine 
	reclamation program pursuant to section 405, grants to such State made pursuant to this 
	subtitle may be made as a supplement to grants received by such State pursuant to section 
	402(g)(1). 
	 
	"(d) State Programs. -- (1) The Secretary shall approve any State abandoned minerals and 
	mineral materials mine reclamation program submitted to the Secretary by a State under this subtitle if the Secretary finds that the State has the ability and necessary State legislation to implement such program and that the program complies with the provisions of this subtitle and the regulations of the Secretary under this subtitle. 
	 
	"(2) No State shall be liable under any provision of Federal law for any costs or damages as a result of action taken or omitted in the course of carrying out an approved State abandoned minerals and mineral materials mine reclamation program under this section. This paragraph shall not preclude liability for cost or damages as a result of gross negligence or intentional misconduct by the State. For purposes of the preceding sentence, reckless, willful, or wanton misconduct shall constitute gross negligence
	 
	"SEC. 426. AUTHORIZATION OF APPROPRIATIONS; TERMINATION. 
	 
	"(a) Authorization of Appropriations. -- Amounts credited to the Fund are authorized to be appropriated for the purpose of this subtitle without fiscal year limitations. 
	 
	"(b) Termination. -- The Fund established under this subtitle and the authorities provided in this subtitle shall terminate September 30, 2007.". 
	 
	(b) Rulemaking. -- The Secretary of the Interior shall promulgate such rules as may be 
	necessary to implement the amendments made by this section within 180 days after the 
	enactment of this Act. 
	 
	(c) Conforming Change. -- All references to "this title" in sections 401 through 413 of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231 and following) are amended to read "this subtitle". 
	 
	(d) Table of Contents. -- The table of contents for title IV of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231 and following) is amended by inserting 
	 
	"Subtitle A -- Abandoned Mine Reclamation Fund" 
	 
	immediately before the item relating to section 401 and by adding the following at the end thereof: 
	 
	"Subtitle B -- Abandoned Minerals and Mineral Materials Mine Reclamation Fund 
	 
	"Sec. 421. Abandoned minerals and mineral materials mine reclamation. 
	 
	"Sec. 422. Use and objectives of fund. 
	 
	"Sec. 423. Eligible areas. 
	 
	"Sec. 424. Fund allocation and expenditures. 
	 
	"Sec. 425. State reclamation programs. 
	 
	"Sec. 426. Authorization of appropriations; termination.". 
	 
	SEC. 5415. ENVIRONMENTAL STANDARDS. 
	 
	(a) New Section. -- Title IV of the Surface Mining Control and Reclamation Act of 1977 (30 U.S.C. 1231) is amended by adding the following new section after section 414: 
	 
	"SEC. 415. ENVIRONMENTAL STANDARDS. 
	 
	"The Secretary shall, within one year after the enactment of this section, establish by regulation reasonable and effective environmental standards for abandoned coal mine reclamation projects funded under this subtitle, and shall develop and implement procedures to ensure that such standards are met. In promulgating the standards, the Secretary shall incorporate the standards set forth in section 515 and section 516 to the extent he deems such standards appropriate for purposes of this subtitle.". 
	 
	(b) Conforming Amendment. -- The table of contents in the first section of the Surface Mining Control and Reclamation Act of 1977 is amended by adding the following new item after the item relating to section 414: 
	 
	"Sec. 415. Environmental standards.". 
	 
	SEC. 5416. EFFECTIVE DATE. 
	 
	The amendments made by this subtitle shall take effect at the beginning of the first fiscal year immediately following the fiscal year in which this subtitle is enacted. 
	 
	Subtitle E -- Bryce Canyon Coal Lease Sale 
	 
	SEC. 5501. DEFINITIONS. 
	 
	As used in this subtitle -- 
	 
	(1) The term "Alton coal leases" means the Federal coal leases in the State of Utah, serial 
	numbered SL064507, SL058575, U0122583, U0105404, U0122675, U098774, U0140770, U0122584, U098775, U0147999, U098705, U060746, U083072, U0122579, U0101153, U060745 and U065012. 
	 
	(2) The term "the Alton coal lease holder" means the lessee of record holding the Alton coal leases. 
	 
	(3) The term "Manti-La Sal lands" means the following lands in the State of Utah: R6E, T15S S.L.B.&M 
	 
	Sec. 25 SE 1/4 
	 
	R6E, T16S 
	 
	Sections 1, 11, 12, 13, 14 -- All 
	 
	Sec. 23 -- E 1/2 
	 
	Sec. 24 -- All 
	 
	Sec. 25 -- N 1/2 
	 
	Sec. 26 -- N 1/2NE 1/4 
	 
	R7E, T15S 
	 
	Sec. 30 -- lots 7-12 
	 
	Sec. 31 -- NE 1/4, N 1/2SE 1/4, SW 1/4SE 1/4, lots 1-12 
	 
	R7E, T16S 
	 
	Sec. 6 -- SW 1/4NE 1/4, S 1/2SE 1/4, lots 2-8 
	 
	Sections 7 and 18 -- All 
	 
	Sec. 19 -- NE 1/4, lots 1-4 
	 
	Sec. 30 -- lots 1-4 
	 
	SEC. 5502. COMPETITIVE COAL LEASE SALE. 
	 
	(a) Lease Sale. -- (1) Notwithstanding any other provision of law, not later than 120 days after the enactment of this Act the Secretary of the Interior (hereinafter in this subtitle referred to as the "Secretary") shall conduct a competitive coal lease sale pursuant to section 2(a)(1) of the Mineral Leasing Act for an area that includes, at a minimum, the Manti-La Sal lands. 
	 
	(2) All bids submitted at the lease sale referred to in paragraph (1) shall be accompanied by a performance bond, filed with the Secretary, in an amount equal to the amount of the bonus bid or bids for the lease or leases offered at such sale. The performance bond shall be -- 
	 
	(A) released upon the payment by the successful bidder of the second installment of the bonus amount; 
	 
	(B) forfeited to the United States in the event the successful bidder fails to make such bonus payments; or 
	 
	(C) released, in the case of unsuccessful bidders, immediately after the lease sale. 
	 
	(b) Eligibility. -- Notwithstanding section 2(a)(2)(A) of the Mineral Leasing Act, the Alton coal lease holder shall be deemed eligible to bid on any coal lease offered at the sale referred to in subsection (a), and shall be eligible to receive such lease or leases if such lease holder is the highest successful bidder. This subsection applies only if such lease holder files the notice, and the Secretary makes the determination, referred to in section 5503. 
	 
	SEC. 5503. CONDITIONS. 
	 
	(a) Notice. -- The Alton coal lease holder shall be eligible to receive any coal lease offered at the sale referred to in section 5502(a) only if, within 90 days after the enactment of this Act, such lease holder files with the Secretary a notice of intent to relinquish the Alton coal leases. If the Secretary determines that the notice meets the requirements of this subsection, the provisions of the notice shall be binding upon both the Alton coal lease holder and the Secretary and the Secretary shall immed
	 
	(1) the Alton coal lease holder will immediately relinquish to the Secretary (and the Secretary will promptly accept) all interests in the Alton coal leases; and 
	 
	(2) after the issuance to such lease holder of any new lease offered at the sale referred to in section 5502(a) the prohibition of section 2(a)(2)(A) of the Mineral Leasing Act shall apply to such lease holder until the date coal is produced in commercial quantities from such new lease or leases or from a logical mining unit into which the new lease or leases have been consolidated. 
	 
	(b) Bidding Rights. -- The certificate of bidding rights referred to in subsection (a) shall -- 
	 
	(1) be used by the Alton coal lease holder only for the purposes of bidding on any coal lease at the sale referred to in section 5502(a); 
	 
	(2) not be sold or transferred by the Alton coal lease holder to any other entity; 
	 
	(3) be considered by the Secretary as a credit in lieu of a cash bonus payment, or portion of such payment, against the bonus bid submitted by the Alton coal lease holder at the coal lease sale referred to in section 5502(a); and 
	 
	(4) be in an amount that is equal to the amount invested by the Alton coal lease holder in the Alton coal leases prior to the date of enactment of this Act, as determined by the Secretary and verified by the Comptroller General of the United States, except that such amount shall not exceed $5,000,000. 
	 
	SEC. 5504. MISCELLANEOUS. 
	 
	(a) Fair Market Value. -- No consideration shall be given by the Secretary to the amount referred to in section 5503(b)(4) in making a determination of fair market value pursuant to section 2(a)(1) of the Mineral Leasing Act for the purposes of conducting the lease sale referred to in section 5502(a). 
	 
	(b) Requirement. -- The Secretary shall conduct the lease sale referred to in section 5502(a) notwithstanding the requirement of section 2(a)(3)(A)(iii) of the Mineral Leasing Act. 
	 
	(c) Payments. -- All money received from the bonus payment, rentals and royalties from the coal lease or leases issued under this subtitle shall be treated in accordance with section 35 of the Mineral Leasing Act, except that -- 
	 
	(1) amounts other than the State share of such money shall be credited to the fund established pursuant to the Land and Water Conservation Fund Act of 1965 (16 U.S.C. 4601-4 and following); 
	(2) the State shall receive 50 percent of the bonus bid, including that portion of such bid 
	represented by bidding rights, as a cash payment, of which 20 percent of the amount 
	represented by such cash payment in lieu of the State's share of the bidding rights shall be paid directly to Garfield County, Utah, and 20 percent of the amount represented by such cash payment in lieu of the State's share of the bidding rights shall be paid directly to Kane County, Utah; and 
	 
	(3) in the event there is an insufficient amount of cash in the Federal share of the bonus bid to provide for the payment referred to in paragraph (2), the balance shall be paid to the State, Garfield and Kane Counties from the Federal share of production royalties collected from any coal lease issued under the Act. 
	 
	(d) Permit. -- The Secretary of Agriculture shall issue a special use permit to the successful bidder at the lease sale referred to in section 5502(a) for the purposes of accommodating more than a single entry into any underground mining operation proposed by such lease holder to produce coal from such lease or leases. 
	 
	(e) Withdrawal. -- Upon relinquishment of the Alton coal leases the lands subject to such leases shall be withdrawn from the operation of the coal leasing provisions of the Mineral Leasing Act. 
	 
	(f) Monitoring. -- The Comptroller General of the United States shall monitor the Secretary's implementation of this subtitle and shall file a preliminary report with the Committee on Interior and Insular Affairs of the United States House of Representatives and the Committee on Energy and Natural Resources of the United States Senate on the Secretary's progress in complying with this subtitle 60 days prior to the lease sale referred to in section 5502(a) and shall file a final report after the date of such
	 
	Subtitle F -- Bureau of Land Management 
	 
	SEC. 5601. AUTHORIZATION FOR BUREAU OF LAND MANAGEMENT ACTIVITIES. 
	 
	That there are hereby authorized to be appropriated such sums as may be necessary for 
	programs, functions, and activities of the Bureau of Land Management, Department of the Interior (including amounts necessary for increases in salary, pay, retirements, and other employee benefits authorized by law, and for other nondiscretionary costs) during fiscal years beginning on October 1, 1990, and ending September 30, 1994. 
	 
	SEC. 5602. DEFINITIONS. 
	 
	(a) Areas of Critical Environmental Concern. -- Section 103(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1702(a)) is amended to read as follows: 
	 
	"(a) The term 'areas of critical environmental concern' means areas within the public lands where special management attention (which may include restrictions on or prohibition of development) is required in order -- 
	 
	"(1) to protect important resources and values (including environmental, ecological, historic, cultural, scenic, fish and wildlife, and scientific resources and values) located on or likely to be affected by the use of public lands (but it is not the intent of Congress that the Secretary establish protective perimeters or buffer zones around such areas); 
	 
	"(2) to protect life and safety from natural hazards; or 
	 
	"(3) to protect or enhance the resources and values of a conservation system unit, but it is not the intent of Congress that the Secretary establish protective perimeters or buffer zones around conservation system units.". 
	 
	(b) Conservation System Unit. -- Section 103 of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1702) is amended by adding at the end thereof the following new subsection: 
	 
	"(q) The term 'conservation system unit' means any unit of the National Park System, National Wildlife Refuge System, National Wild and Scenic Rivers System, National Trails System, National Wilderness Preservation System, or a National Conservation Area or National Forest Monument.". 
	 
	SEC. 5603. MAJOR USES AND INVENTORIES. 
	 
	(a) Definition. -- Section 103(1) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1702(1)) is amended -- 
	 
	(1) by striking "fish and wildlife development and utilization," and inserting in lieu thereof "maintenance of plant communities, maintenance of fish and wildlife populations and habitat, utilization of fish or wildlife populations,"; and 
	 
	(2) by striking "and timber production" and inserting in lieu thereof "timber production, 
	reforestation, and scientific research". 
	 
	(b) Inventory. -- Section 201(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1711(a)) is amended by striking the period at the end of the first sentence and inserting in lieu thereof "and riparian areas.". 
	 
	(c) Management Decisions. -- Section 202(e)(2) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1712(e)(2)) is amended by striking "the Congress adopts a concurrent resolution" and inserting in lieu thereof "there is enacted a joint resolution". 
	 
	SEC. 5604. PLANNING REQUIREMENTS. 
	(a) Deadlines. -- Section 202(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1712(a)) is amended -- 
	 
	(1) by designating section 202(a) as section 202(a)(1); and 
	 
	(2) by adding at the end of section 202(a) the following new paragraphs: 
	 
	"(2) Land use plans meeting the requirements of this Act shall be developed for all the public lands outside Alaska no later than January 1, 1997, and for all public lands no later than January 1, 1999. 
	 
	"(3) Land use plans shall be revised from time to time when the Secretary finds that conditions have changed so as to make such revision appropriate or necessary for proper management of the public lands covered by any such plan, but in any event at least every 15 years.". 
	 
	(b) Criteria. -- (1) Section 202(c)(1) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1712(c)(1)) is amended to read as follows: 
	 
	"(1) use and observe the principles of multiple use and sustained yield set forth in this and other applicable law and evaluate the feasibility of measures, consistent with such principles, that would enhance the extent to which the public lands can support increases in the numbers and types of plant communities and fish and wildlife populations located on or supported by such lands;". 
	 
	(2) Section 202(c)(3) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1712(c)(3)) is amended to read as follows: 
	 
	"(3) give priority to the designation and protection of areas of critical environmental concern and to identification, protection, and enhancement of the ecological, environmental, fish and wildlife, and other resources and values of riparian areas.". 
	 
	(3) Section 202(c)(5) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1712(c)(5)) is amended to read as follows: 
	 
	"(5) consider present and potential uses (including recreational and other nonconsumptive uses) of the public lands;". 
	 
	SEC. 5605. PROFESSIONAL QUALIFICATIONS. 
	 
	Section 301(c) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1731(c)) is amended to read as follows: 
	 
	"(c) In addition to the Director, there shall be a Deputy Director and so many Assistant Directors, State Directors, and other employees as may be necessary, appointed by the Secretary. After May 1, 1989, no person may be appointed as Deputy Director of the Bureau or as an Assistant Director or State Director who is not at the time of appointment either a career appointee (as defined in section 3132(4) of title 5, United States Code) or in the competitive service. Other employees shall be appointed [*H10187
	 
	SEC. 5606. PENALTIES. 
	 
	Section 303(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1733(a)) is amended by striking "no more than $1,000" and by inserting "no more than $10,000". 
	 
	SEC. 5607. MANAGEMENT OF LANDS AND PUBLIC PARTICIPATION. 
	 
	(a) In General. -- The last sentence of section 302(b) of the Federal Land Policy and 
	Management Act of 1976 (43 U.S.C. 1732(b)) is amended to read as follows: 
	 
	"In managing the public lands, the Secretary, by regulation or otherwise, shall take any action necessary to prevent unnecessary degradation of such lands, to minimize adverse environmental impacts on such lands and their resources resulting from use, occupancy, or development of such lands, and to prevent impairment or derogation of the resources and values of conservation system units.". 
	 
	(b) Advisory Councils. -- Section 309(a) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1739(b)) is amended -- 
	 
	(1) by striking the period at the end of the first sentence and inserting in lieu thereof ", including the protection of environmental quality, the management and enhancement of fish and wildlife populations and habitat, and outdoor recreation."; and 
	 
	(2) by striking the period at the end of the fourth sentence and inserting in lieu thereof ", who shall provide an opportunity for interested members of the public to suggest persons for appointment.". 
	 
	(c) ACEC Regulations. -- Section 310 of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1740) is amended by designating the existing provisions thereof as subsection (a) and adding the following new subsection: 
	 
	"(b) In promulgating rules and regulations pursuant to this section with respect to the public lands, the Secretary shall provide for appropriate management of areas of critical environmental concern in order to fulfill such of the purposes specified in section 103(a) for which particular areas of critical environmental concern are designated, and shall provide an opportunity for members of the public to propose specific areas for consideration for designation as areas of critical environmental concern purs
	 
	SEC. 5608. FUTURE REAUTHORIZATIONS. 
	 
	(a) Procedure. -- Section 318(b) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1748(b)) is amended by striking "May 15, 1977, and not later than May 15 of each second even-numbered year thereafter" and inserting in lieu thereof "January 1, 1991 and January 1 of each second odd-numbered year thereafter". 
	 
	(b) Restriction. -- Section 318(d) of the Federal Land Policy and Management Act of 1976 is amended by adding at the end thereof a new sentence, as follows: "Notwithstanding any other provision of law, funds appropriated for purposes of land acquisition pursuant to section 205 of this Act may not be expanded for any other purpose.". 
	 
	SEC. 5609. EXEMPTION FROM STRICT LIABILITY. 
	 
	Section 504(h) of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1764(h)) is amended by adding at the end thereof the following new paragraph: 
	 
	"(3) No regulation shall impose liability without fault with respect to a right-of-way granted, issued, or renewed under this Act to a nonprofit entity or an entity qualified for financing under the Rural Electrification Act of 1936, as amended, if such entity uses such right-of-way for the delivery of electricity to parties having an equity interest in such entity. However, the Secretary may condition the grant, issuance, or renewal of a right-of-way to such entity for such purpose on the provision by such
	 
	SEC. 5610. PROHIBITION OF SUBLEASING. 
	 
	Section 402 of the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1752) is 
	amended by adding at the end thereof the following new subsection: 
	 
	"(i) Prohibition of Subleasing. -- (1) Subleasing is hereby prohibited. 
	 
	"(2) For purposes of this subsection the following terms shall have the following meanings: 
	 
	"(A) 'subleasing' means the grazing on public lands or on National Forest lands covered by a grazing permit of domestic livestock which are not both owned and controlled by the holder of the grazing permit. 
	 
	"(B) 'grazing permit' means a permit or lease of the type described in subsection (a) of this section which has been issued by the Secretary concerned pursuant to applicable law. 
	 
	"(3) The Secretary concerned shall require each holder of a grazing permit to annually file an affidavit that such holder owns and controls all livestock which such holder is knowingly allowing to graze on public lands or National Forest lands covered by such holder's grazing permit. 
	 
	"(4) A grazing permit shall terminate 30 days after the effective date of any lease, conveyance, transfer, or other action which has the effect of removing the privately owned property or part thereof with respect to which a grazing permit was issued from the control of the holder of such permit, and no grazing pursuant to such permit shall be permitted after such termination. 
	 
	"(5) Any holder of a grazing permit who knowingly allows subleasing to occur on public lands or National Forest lands covered by such permit shall forfeit to the United States the dollar equivalent of any value in excess of the grazing fee paid or payable to the United States with respect to such permit, shall be disqualified from further exercise of any rights or privileges conferred by that permit or any other such permit, and shall be subject to the penalties specified in section 303 of this Act. 
	 
	"(6) Any person other than the holder of a grazing permit who knowingly engages in subleasing shall be subject to the penalties specified in section 303 of this Act.". 
	 
	TITLE VI -- COMMITTEE ON THE JUDICIARY 
	 
	SEC. 601. PATENT AND TRADEMARK OFFICE USER FEES. 
	 
	(a) Surcharges. -- There shall be a surcharge, during fiscal years 1991 through 1995, of 56 percent, rounded by standard arithematic rules, on all fees authorized by subsections (a) and (b) of section 41 of title 35, United States Code. 
	 
	(b) Use of Fees and Surcharges. -- Notwithstanding section 3302 of title 31, United States Code, beginning in fiscal year 1991, all fees and surcharges collected by the Patent and Trademark Office -- 
	 
	(1) shall be credited to the "Salaries and Expenses" account of the Patent and Trademark Office, 
	 
	(2) shall be available to the Patent and Trademark Office without appropriation, for all authorized activities and operations of the office, including all direct and indirect costs of services provided by the office, and 
	 
	(3) shall remain available until expended. 
	 
	(c) Revisions. -- In fiscal years 1992 through 1995, surcharges established under subsection (a) may be revised periodically by the Commissioner of Patents and Trademarks, subject to the provisions of section 553 of title 5, United States Code, in order to ensure that the following amounts, but not more than the following amounts, of patent and trademark user fees are collected: 
	 
	(1) $91,000,000 in fiscal year 1991. 
	 
	(2) $95,000,000 in fiscal year 1992. 
	 
	(3) $99,000,000 in fiscal year 1993. 
	 
	(4) $103,000,000 in fiscal year 1994. 
	 
	(5) $107,000,000 in fiscal year 1995. 
	 
	(d) Repeal. -- Section 105(a) of Public Law 100-703 (102 Stat. 4675) is repealed. 
	 
	(e) Report on Fees. -- The Commissioner of Patents and Trademarks shall study the structure of all fees collected by the Patent and Trademark Office and, not later than May 1, 1991, shall submit to the Congress a report on all fees to be collected by the office in fiscal years 1992 through 1995. The report shall include a proposed schedule of fees that would distribute the surcharges provided by subsection (a) among all fees collected by the office, and recommendations for any statutory changes that may be 
	 
	SEC. 602. FEDERAL AGENCY STATUS. 
	 
	For the purposes of Federal law, the Patent and Trademark Office shall be considered a Federal agency. In particular, the Patent and Trademark Office shall be subject to all Federal laws pertaining to the procurement of goods and services that would apply to a Federal agency using appropriated funds, including the Federal Property and Administrative Services Act of 1949 and the Office of Federal Procurement Policy Act. 
	 
	SEC. 603. EFFECT ON OTHER LAW. 
	 
	Except for section 601(d), nothing in this title affects the provisions of Public Law 100-703 (102 Stat. 4674 and following). 
	 
	(b) Effective Date. -- The amendment made by subsection (a) shall take effect upon the date of the enactment of this Act and shall apply to -- 
	 
	(1) all educational benefits provided on or after such date of enactment, pursuant to such 
	amendment; and 
	 
	(2) all educational benefits of the type authorized by such amendment that were provided by the Commissioner of Patents and Trademarks on or after January 1, 1988. 
	 
	SEC. 604. EFFECT ON OTHER LAW. 
	 
	Except for section 601(d), nothing in this title affects the provisions of Public Law 100-703 (102 Stat. 4674 and following). 
	 
	TITLE VII -- MERCHANT MARINE AND FISHERIES COMMITTEE PROVISIONS 
	 
	Subtitle A -- Miscellaneous 
	 
	SEC. 7101. AMOUNT OF TONNAGE CHARGES. 
	 
	(a) Increase in Charges. -- Section 4219 of the Revised Statutes of the United States (46 App. U.S.C. 121) is amended in the second paragraph -- 
	 
	(1) by striking "2 cents per ton, not to exceed in the aggregate 10 cents per ton in any 1 year,"  and inserting "27 cents per ton, not to exceed in the aggregate $1.35 per ton in any 1 year,"; and 
	 
	(2) by striking "6 cents per ton, not to exceed 30 cents per ton per annum," and inserting "81 cents per ton, not to exceed $4.05 per ton per annum,". 
	 
	(b) Treatment of Increased Charges. -- Increased tonnage charges collected as a result of the amendments made by subsection (a) shall be deposited in the general fund of the Treasury as offsetting receipts of the department in which the Coast Guard is operating and ascribed to Coast Guard activities. 
	 
	[*H10188] SEC. 7102. COAST GUARD USER FEES. 
	 
	(a) Repeal of Prohibition. -- Section 2110 of title 46, United States Code, is repealed. 
	 
	(b) Clerical Amendment. -- The analysis for chapter 21 of title 46, United States Code, is 
	amended by striking the item relating to section 2110. 
	 
	SEC. 7103. ENVIRONMENTAL PROTECTION AGENCY USER FEES. 
	 
	(a) Establishment and Collection of Fees. -- The Administrator of the Environmental Protection Agency shall establish and collect fees for services and things of value provided by the Environmental Protection Agency with respect to -- 
	 
	(1) issuing permits under section 402 of the Federal Water Pollution Control Act (33 U.S.C. 1342); 
	 
	(2) issuing registrations under section 3 of the Federal Insecticide, Fungicide, and Rodenticide Act (7 U.S.C. 136a); 
	 
	(3) reviewing notifications under section 5, and operating a radon proficiency program under section 305, of the Toxic Substances Control Act (15 U.S.C. 2604, 2665); 
	 
	(4) issuing vehicle and engine certificates of conforming under section 206 of the Clean Air Act (42 U.S.C. 7525); and 
	 
	(5) testing fuel economy under section 503 and 506 of the Motor Vehicle Information and Cost Savings Act (15 U.S.C. 2003, 2006). 
	 
	(b) Amount of Fees. -- Fees established and collected by the Administrator under this section shall be in such amounts as are necessary to collect not less than -- 
	 
	(1) $22,000,000 in fiscal year 1991; and 
	 
	(2) $33,000,000 in each of fiscal years 1992, 1993, 1994, and 1995. 
	 
	(c) Functions, Powers, Responsibilities, and Liability of U.S. not Affected. -- The establishment, assessment, and collection of fees under this section -- 
	 
	(1) shall not alter or expand the functions, powers, responsibilities, and liability of the United States for the performance of services for which such fees are established; and 
	 
	(2) does not constitute an expressed or implied promise by the United States to provide any service or perform any activity in a particular manner, or at a particular time or place. 
	 
	(d) Receipts Credited to Environmental Protection Agency. -- Amounts collected by the 
	Administrator in the form of fees under this section shall be deposited in the general fund of the Treasury as proprietary receipts ascribed to Environmental Protection Agency activities. 
	 
	SEC. 7104. AUTHORITY TO ACQUIRE REAL PROPERTY AND IMPROVEMENTS IN HAMPTON ROADS, VIRGINIA. 
	 
	(a) In General. -- The Under Secretary of Commerce for Oceans and Atmosphere is authorized to acquire, by exchange or lease-purchase or both, real property and improvements thereto in the area of Newport News-Norfolk, Virginia, for the purpose of consolidating facilities of the National Oceanic and Atmospheric Administration. 
	 
	(b) Conditions. -- The authority of the Under Secretary to acquire real property or improvements under subsection (a) shall be subject to the following conditions: 
	 
	(1) All actions taken by the Under Secretary to acquire such property or improvements must be in the best interests of the United States. 
	 
	(2) In any case in which such acquisition is by lease-purchase -- 
	 
	(A) the term of the lease may not exceed 30 years; 
	 
	(B) title to such property or improvements will be transferred to the United States upon 
	expiration of such term. 
	 
	(c) Obligations of Funds. -- Obligations of funds to carry out a lease-purchase acquisition  
	under subsection (a) -- 
	 
	(1) shall be without regard to section 1341(a)(1)(B) of title 31, United States Code, and section 3733 of the Revised Statutes of the United States (41 U.S.C. 12); and 
	 
	(2) shall be treated as budget authority and outlays in a fiscal year only to the extent that 
	expenditures will be made to carry out such acquisition in the fiscal year. 
	 
	SEC. 7105. VETERANS BENEFITS FOR MERCHANT MARINERS. 
	 
	(a) Short Title. -- This section may be cited as the "Merchant Mariners Fairness Act of 1990". 
	 
	(b) Service Deemed to be Active Military Service. -- 
	 
	(1) In general. -- For purposes of section 401(a)(1)(A) of the GI Bill Improvement Act of 1977 (38 U.S.C. 106 note), the Secretary of Defense is deemed to have determined that qualified service of a member of the United States merchant marine, including a vessel crewmember of the United States Army Transport Service, who served the Armed Forces during World War II constituted active military service. 
	 
	(2) Determination of discharge status. -- (A) The Secretary of Defense shall issue an honorable discharge under section 401(a)(1)(B) of the GI Bill Improvement Act of 1977 to each member of the United States merchant marine whose qualified service warrants an honorable discharge. 
	 
	(B) Such discharge shall be issued before the end of the one-year period beginning on the date of the enactment of this Act. 
	 
	(3) Qualified service defined. -- For purposes of this section, the term "qualified service" means service of a merchant mariner during the period beginning December 7, 1941, and ending December 31, 1946, performed while such mariner was -- 
	 
	(A) documented by any officer or employee of the United States authorized by law to do so; and 
	 
	(B) a crewmember of any vessel which at the time of such service was -- 
	 
	(i) documented in the United States, 
	 
	(ii) operated under the flag of the United States in waters other than inland waters of the United States; and 
	 
	(iii) under contract or charter to, or property of, the Government of the United States. 
	 
	(c) Prohibition of Retroactive Benefits. -- Benefits shall not be paid to any person as a result of the enactment of this section for any period before the effective date of this section. 
	 
	(d) Processing Fee. -- 
	 
	(1) In general. -- The Secretary of the Department in which the Coast Guard is operating shall establish, assess, and collect a fee for processing applications for benefits for qualified service in the United States merchant marine. 
	 
	(2) Application. -- A fee established under this subsection shall apply to any application for a benefit (including for an increase in a benefit) for qualified service in the United States merchant marine, that is received after the date of the enactment of this Act by Secretary of the Department in which the Coast Guard is operating. 
	 
	(3) Amount. -- The amount of a fee established under this subsection shall be $100. 
	 
	SEC. 7106. RELINQUISHMENT OF RIGHTS AND INTERESTS OF UNITED STATES UNDER EASEMENT. 
	 
	(a) Relinquishment of Easement. -- Not later than 60 days after the date described in subsection (b), the Secretary of the Interior shall take such steps as may be necessary to relinquish all rights and interests of the United States under the easement described in subsection (d). 
	 
	(b) State Submittal of Permit. -- The date referred to in subsection (a) is the date, prior to 
	January 1, 2005, on which the Texas Water Commission or appropriate agency of the State of Texas submits to the Secretary of the Interior a copy of the permit issued for the impoundment of water upon the area of the easement described in subsection (d). 
	 
	(c) Studies Not Prohibited. -- The easement described in subsection (d) shall not be considered to prohibit, and shall not be used as a basis for prohibiting, the Texas Water Commission and any other State agency authorized under the statutes of the State of Texas from having access to the easement for the purpose of conducting any feasibility or environmental studies necessary for making a determination required for issuing a permit described in subsection (b). 
	 
	(d) Easement Described. -- The easement referred to in subsections (a), (b), and (c) is the 
	conservation easement affecting 3,802 acres of land, more or less, in Wood County, Texas, that was conveyed to the United States by the Little Sandy Hunting and Fishing Club (a nonprofit corporation of the State of Texas) and accepted by the Director of the United States Fish and Wildlife Service on December 18, 1986. The cancellation of this easement would result in substantial savings for the United States Fish and Wildlife Service. 
	 
	Subtitle B -- Coastal Zone Management 
	 
	SEC. 7201. SHORT TITLE. 
	 
	This subtitle may be cited as the "Coastal Zone Act Reauthorization Amendments of 1990". 
	 
	SEC. 7202. FINDINGS AND PURPOSES. 
	 
	(a) Findings. -- The Congress finds the following: 
	 
	(1) The Coastal Zone Management Act of 1972 has not been subject to comprehensive review and amendment since 1980. 
	 
	(2) The pressures of population growth are steadily increasing in the coastal zone, as illustrated by the fact that -- 
	 
	(A) over one-half of the people of the United States live and work within coastal counties which encompass less than 10 percent of the United States land mass; 
	 
	(B) the population density of coastal counties is 5 times greater than noncoastal counties 
	nationwide; and 
	 
	(C) growth around sensitive coastal ecosystems will continue; 
	 
	(3) population growth in the coastal zone manifests itself in various ways, including -- 
	 
	(A) increased pollution of coastal waters, particularly from nonpoint sources such as parking lots, roads, and farms; 
	 
	(B) loss of wetlands and other vital habitat; 
	 
	(C) diminishing opportunities for public access to shorelines; and 
	 
	(D) heightened vulnerability of coastal communities to natural hazards and sea level rise; and 
	 
	(4) because global warming may cause a substantial rise in sea level with serious adverse affects on the coastal zone, coastal States should be encouraged and assisted in planning for such occurrences. 
	 
	(b) Purposes. -- The purposes of this subtitle are to -- 
	 
	(1) establish the improvement of coastal resource protection as a priority national goal under the Coastal Zone Management Act of 1972; 
	 
	(2) establish improved incentives for State and local action to achieve better coastal resource protection; 
	 
	(3) revitalize the Federal coastal management program by establishing a mandate for Federal leadership and technical and financial assistance in support of improved coastal zone management at the regional, State, and local levels; and 
	 
	[*H10189] (4) encourage voluntary participation by all eligible coastal States in programs established under title II of this Act, by setting a goal of 100 percent State participation by the end of fiscal year 1995. 
	 
	SEC. 7203. REAUTHORIZATION OF COASTAL ZONE MANAGEMENT ACT OF 1972. 
	 
	The Coastal Zone Management Act of 1972 (16 U.S.C. 1451-1464) is amended to read as 
	follows: 
	 
	"TITLE III -- MANAGEMENT OF THE COASTAL ZONE 
	 
	"SEC. 301. SHORT TITLE. 
	 
	"This title may be cited as the 'Coastal Zone Management Act'. 
	 
	"SEC. 302. FINDINGS. 
	 
	"The Congress finds the following: 
	 
	"(1) It is in the national interest of the United States to manage, protect, and develop with 
	proper environmental safeguards, the coastal zone. 
	 
	"(2) The coastal zone is rich in a variety of natural, commercial, recreational, ecological, 
	historical, cultural, industrial, and esthetic resources of importance to the United States. 
	 
	"(3) The increasing and competing demands upon the lands and waters of the coastal zone occasioned by population growth and economic development, including requirements for industry, commerce, residential development, recreation, extraction of mineral resources and fossil fuels, transportation and navigation, waste disposal, and harvesting of fish, shellfish, and other living coastal resources, have resulted in severe degradation of coastal water quality, the decline of living coastal resources and wildlife
	 
	"(4) The coastal zone, and the fish, shellfish, other living coastal resources, and wildlife therein, are ecologically fragile and consequently extremely vulnerable to destruction by human alteration. 
	"(5) Important ecological, cultural, historic, and esthetic values of the coastal zone which are essential to the well-being of all citizens of the United States must be protected. 
	 
	"(6) New and expanding demands for food, energy, minerals, defense needs, recreation, waste disposal, transportation, and industrial activities in the Great Lakes, territorial sea, Exclusive Economic Zone, and Outer Continental Shelf are damaging these areas and create the need for resolution of conflicts among competing uses and values in coastal and ocean waters. 
	 
	"(7) Special natural and scenic characteristics of the coastal zone are being damaged by illplanned development that threatens these values; 
	 
	"(8) In view of competing demands and the urgent need to protect and give priority to 
	maintaining natural systems in the coastal zone, present State and local capabilities to plan for and regulate land and water uses in these areas are inadequate. 
	 
	"(9) The key to more effective protection of the land and water resources of the coastal zone is to encourage coastal States to exercise their full authority over the lands and waters in the coastal zone by assisting coastal States, in cooperation with the Federal and local governments and other vitally affected interests, in developing land and water use programs for the coastal zone, including unified policies, criteria, standards, methods, and processes for managing land and water uses in the coastal zon
	 
	"(10) Beneficial use of the land and water resources of the coastal zone requires consideration of activities which are of more than local significance. 
	 
	"(11) Land use in the coastal zone, and the use of adjacent lands which drain into the coastal zone, may significantly affect the quality of coastal waters and habitat, and efforts to control coastal water pollution from land use activities must be improved. 
	 
	"(12) Expeditious and environmentally sound development of offshore energy resources is best achieved through coordination of that development with State coastal zone management programs. 
	 
	"(13) The attainment by the United States of a greater degree of energy self-sufficiency will be advanced by providing Federal financial assistance to meet State and local needs resulting from energy activity in or affecting the coastal zone. 
	 
	"(14) Implementation of the public trust doctrine through federally-approved State coastal zone management plans will ensure that coastal States exercise their full authority over the lands, waters, and resources within their coastal zones fully and in accordance with that doctrine. 
	 
	"SEC. 303. DECLARATION OF POLICY. 
	 
	"The Congress declares that it is the policy of the United States -- 
	 
	"(1) to preserve, protect, develop with proper environmental safeguards, and where possible restore or enhance, the resources of the coastal zone for this and succeeding generations; 
	 
	"(2) to encourage and assist coastal States to exercise effectively their responsibilities in the coastal zone through the development, implementation and continual improvement of 
	management programs to achieve wise use of the air, land, water, mineral, and living resources of the coastal zone, giving full consideration to ecological, cultural, historic, and esthetic values and to needs for economic development; 
	 
	"(3) that the management programs approved under section 306 shall include provisions for -- 
	 
	"(A) protecting natural resources, including wetlands, floodplains, estuaries, beaches, dunes, maritime forests, barrier islands, coral reefs, and fish and wildlife and their habitat, within the coastal zone; 
	 
	"(B) managing coastal development to minimize -- 
	 
	"(i) the loss of life and property caused by improper development in flood-prone, storm surge, geologically hazardous, and erosion-prone areas; and in areas likely to be affected by sea level rise, land subsidence, and saltwater intrusion; and 
	 
	"(ii) the destruction of natural protective features, such as beaches, dunes, wetlands, maritime forests, and barrier islands; 
	 
	"(C) managing coastal development to protect and restore the quality of coastal waters and to prevent the impairment of existing uses of those waters; 
	 
	"(D) giving priority to water-dependent uses adjacent to coastal waters over other uses; 
	 
	"(E) orderly processes for -- 
	 
	"(i) siting major facilities related to national defense, energy, fisheries development, recreation, sports, and transportation; and 
	 
	"(ii) locating new commercial and industrial development, to the maximum extent practicable, in or adjacent to areas where such development already exists; 
	 
	"(F) public access to the coasts for recreation purposes; 
	 
	"(G) assisting in the redevelopment of deteriorating urban waterfronts and ports, and 
	preservation and restoration of historic, cultural, and esthetic coastal features; 
	 
	"(H) coordinating and simplifying of procedures to ensure expedited governmental 
	decisionmaking for the management of coastal resources; 
	 
	"(I) continued consultation and coordination with, and the giving of adequate consideration to, the views of affected Federal agencies; 
	 
	"(J) timely and effective notification of, and opportunities for public and local government participation in, coastal management decisionmaking; 
	 
	"(K) assistance to support comprehensive planning, conservation, and management for living coastal resources, including planning for the siting of pollution control and aquaculture facilities within the coastal zone, and improved coordination between State and Federal coastal zone management agencies, and State water quality and fish and wildlife agencies; 
	 
	"(L) where the Under Secretary considers appropriate, the study, development and 
	implementation of management plans to address the adverse impacts of sea level rise and Great Lakes level rise on the coastal zone, including coastal drinking water supplies, coastal infrastructure, ports and harbors, energy facilities, coastal wetlands and other critical coastal habitat, housing, and storm surge protection; and 
	 
	"(M) an inventory and designation of areas that contain one or more coastal resources of 
	national significance, including criteria and procedures for public nomination of such areas; 
	 
	"(4) to encourage the preparation of special area management plans which provide for increased specificity in protecting -- 
	 
	"(A) significant natural resources; 
	 
	"(B) reasonable water-dependent economic growth; 
	 
	"(C) improved protection of life and property in hazardous areas, including specifically those areas likely to be affected by sea level rise; and 
	 
	"(D) improved predictability in governmental decisionmaking; and 
	 
	"(5) to encourage the participation and cooperation of the public, State and local governments, interstate and other regional agencies, and Federal agencies having programs affecting the coastal zone, in carrying out the purposes of this title. 
	 
	"SEC. 304. DEFINITIONS. 
	 
	"For the purposes of this title -- 
	 
	"(1) Coastal resource of national significance. -- The term 'coastal resource of national 
	significance' means any area in the coastal zone which is determined by a coastal State to 
	provide ecological, esthetic, recreational, historical, or natural storm protective values which are of greater than local significance. 
	 
	"(2) Coastal state. -- The term 'coastal State' means a State in, or bordering on, the Atlantic, Pacific, or Arctic Ocean, the Gulf of Mexico, Long Island Sound, or any of the Great Lakes, and includes the Commonwealth of Puerto Rico, the Virgin Islands, Guam, American Samoa, the Commonwealth of the Northern Mariana Islands, and the United States Trust Territory of the Pacific Islands. 
	 
	"(3) Coastal waters. -- The term 'coastal waters' means -- 
	 
	"(A) in the Great Lakes area, the waters within the territorial jurisdiction of the United States consisting of the Great Lakes, their connecting waters, harbors, roadsteads, and estuary-type areas such as bays, shallows, and marshes; and 
	 
	"(B) in other areas, those waters adjacent to the shoreline of any coastal State, which contain a measurable quantity or percentage of sea water, including sounds, bays, lagoons, bayous, ponds, and estuaries. 
	 
	[*H10190] The term includes wetlands adjacent to coastal waters. 
	 
	"(4) Coastal wetlands. -- The term 'coastal wetlands' means wetlands within the coastal zone of any coastal State. The Under Secretary shall, not later than June 1, 1991, promulgate a rule in accordance with the procedures in section 553 of title 5, United States Code, defining the term 'wetlands'. In connection with the rulemaking required by this paragraph, the Under Secretary shall -- 
	 
	"(A) hold not less than 4 public hearings, including one in each of the Gulf of Mexico, Atlantic, Pacific, and Great Lakes coastal areas; and 
	 
	"(B) consult with the heads of other Federal agencies to ensure that the definition of the term 'wetlands' established by the rule is, to the maximum extent possible, consistent with definitions of that term applied by other Federal agencies. 
	 
	"(5) Coastal zone. -- The term 'coastal zone' means coastal waters (including lands therein and thereunder) and adjacent lands (including the waters therein and thereunder), strongly 
	influenced by each other and in proximity to the shorelines of the several coastal States, and includes islands, transitional and intertidal areas, salt marshes, wetlands, and beaches. The coastal zone extends, in Great Lakes waters, to the international boundary between the United States and Canada, and in other areas, seaward to the outer limit of State title and ownership under the Submerged Lands Act (43 U.S.C. 1301 et seq.), the Act of March 2, 1917 (48 U.S.C. 749), the Covenant to Establish a Commonwe
	 rust by, the Federal Government or its officers or agents. 
	 
	"(6) Critical coastal area. -- The term 'critical coastal area' means an area identified on the basis of geological, hydrological, and ecological factors and proximity to sensitive coastal waters, wetlands and habitats, to be an area for which there is a significant likelihood that any new or expanded land use will have an adverse effect on coastal waters, either directly or through cumulative or secondary effects, unless appropriate land use management measures are employed. 
	 
	"(7) Enforceable policy. -- The term 'enforceable policy' means State policies which are legally binding through constitutional provisions, laws, regulations, land use plans, ordinances, or judicial or administrative decisions, by which a State exerts control over private and public land and water uses and natural resources in the coastal zone. 
	 
	"(8) Estuarine area. -- The term 'estuarine area' includes any part or all of an estuary, and any island, transitional area, or upland in, adjoining, or adjacent to that estuary. 
	 
	"(9) Estuary. -- The term 'estuary' means a semienclosed body of coastal water, connected to the ocean, where sea water is mixed with and measurably diluted by fresh water. The term includes estuary-type areas of the Great Lakes. 
	 
	"(10) Land use. -- The term 'land use' means a use, activity, or project conducted on lands 
	within the coastal zone. 
	 
	"(11) Local government. -- The term 'local government' means any political subdivision of, or any special entity created by, any coastal State, which (in whole or part) is located in, or has authority over, such State's coastal zone and which -- 
	 
	"(A) has authority to levy taxes, or to establish and collect user fees; or 
	 
	"(B) provides any public facility or public service which is financed in whole or part by taxes or user fees. 
	 
	The term includes any school district, fire district, transportation authority, and any other special purpose district or authority. 
	 
	"(12) Management program. -- The term 'management program' means a comprehensive 
	statement in words, maps, illustrations, or other media of communication, prepared and adopted by a coastal State in accordance with the provisions of this title, setting forth objectives, policies, and standards to guide public and private uses of natural resources, lands, and waters in the coastal zone. 
	 
	"(13) Person. -- The term 'person' means any individual; any corporation, partnership, 
	association, or other entity organized or existing under the laws of any State; the Federal 
	Government; any State, regional, or local government; and any entity of any Federal, State, regional, or local government. 
	 
	"(14) Sea level rise. -- The term 'sea level rise' means an increase in the level of the sea relative to the level of adjacent land. 
	 
	"(15) Special area management plan. -- The term 'special area management plan' means a 
	comprehensive plan providing for natural resource protection and reasonable water-dependent economic growth containing a detailed and comprehensive statement of policies; standards and criteria to guide public and private uses of natural resources, lands, and waters; and mechanisms for timely implementation in specific geographic areas within the coastal zone. 
	 
	"(16) Under secretary. -- The term 'Under Secretary' means the Under Secretary of Commerce for Oceans and Atmosphere. 
	 
	"(17) Water-dependent use. -- The term 'water-dependent use' means a use, activity, or project that requires direct physical siting on, or proximity or access to, an adjacent body of coastal water. The term includes industrial or commercial activities related to port and harbor operation and commercial fishing, and activities related to water recreation. A use, activity, or project shall not be considered to be a water-dependent use solely because of economic advantages that may be gained from a coastal wat
	 
	"(18) Water use. -- The term 'water use' means a use, activity, or project conducted in or on waters within the coastal zone. 
	 
	"SEC. 305. MANAGEMENT PROGRAM DEVELOPMENT GRANTS. 
	 
	"(a) Development Grants. -- In fiscal years 1991, 1992, and 1993, the Under Secretary may make a grant annually to any coastal State without an approved program from sums available to the Under Secretary under section 309, if the coastal State demonstrates to the satisfaction of the Under Secretary that the grant will be used to develop a management program consistent with the requirements set forth in section 306. The amount of any such grant shall not exceed $200,000 in any fiscal year, and shall require 
	 
	"(b) Submittal of Program. -- Any coastal State which has completed the development of its management program shall submit such program to the Under Secretary for review and approval pursuant to section 306. 
	 
	"SEC. 306. ADMINISTRATIVE GRANTS. 
	"(a) General. -- The Under Secretary may make grants to any coastal State for the purpose of administering that State's management program, if the State matches any such grant according to the following ratios of Federal-to-State contributions for the applicable fiscal year: 
	 
	"(1) Existing programs. -- For those States for which programs were approved prior to 
	enactment of the Coastal Zone Act Reauthorization Amendments of 1990, one to one for any fiscal year. 
	 
	"(2) Developing programs. -- For States for which programs are approved after the date of the enactment of the Coastal Zone Act Reauthorization Amendments of 1990, 4 to one for the first fiscal year, 2.3 to one for the second fiscal year, 1.5 to one for the third fiscal year, and one to one for each fiscal year thereafter. 
	 
	"(b) Grant Conditions. -- The Under Secretary may make a grant to a coastal State under 
	subsection (a) only if the Under Secretary finds that the management program of the coastal State meets all applicable requirements of this title and has been approved in accordance with subsection (d). 
	 
	"(c) Grant Allocation. -- Grants under this section shall be allocated to coastal States with 
	approved programs based on rules and regulations promulgated by the Under Secretary which shall take into account the extent and nature of the shoreline and area covered by the program, population of the area, and other relevant factors. The Under Secretary shall establish, after consulting with the coastal States, maximum and minimum grants for any fiscal year to promote equity between coastal States and effective coastal management. 
	 
	"(d) Program Approval Requirements. -- Before approving a management program submitted by a coastal State, the Under Secretary shall find the following: 
	 
	"(1) In general. -- The State has developed and adopted a management program for its coastal zone in accordance with rules and regulations promulgated by the Under Secretary, after notice, and with the opportunity of full participation by relevant Federal agencies, State agencies, local governments, regional organizations, port authorities, and other interested parties and individuals, public and private, which is adequate to carry out the purposes of this title and is consistent with the policy declared in
	 
	"(2) Required program elements. -- The management program includes each of the following: 
	 
	"(A) An identification of the boundaries of the coastal zone subject to the management  
	program. 
	 
	"(B) A definition of permissible land uses and water uses within the coastal zone which have a direct and significant impact on the coastal waters. 
	 
	"(C) An inventory and designation of areas of particular concern within the coastal zone. 
	"(D) An identification of the means by which the State proposes to exert control over the land uses and water uses referred to in subparagraph (B), including a list of relevant State 
	constitutional provisions, laws, regulations, and judicial decisions. 
	 
	"(E) Broad guidelines on priorities of uses in particular areas, including specifically those uses of lowest priority. 
	 
	"(F) A description of the organizational structure proposed to implement the management 
	[*H10191] program, including the responsibilities and interrelationships of local, areawide, State, regional, and interstate agencies in the management process. 
	 
	"(G) A definition of the term 'beach' and a planning process for the protection of, and access to, public beaches and other public coastal areas of environmental, recreational, historical, esthetic, ecological, or cultural value. 
	 
	"(H) A planning process for energy facilities likely to be located in, or which may significantly affect, the coastal zone, including a process for anticipating and managing the impacts from such facilities. 
	 
	"(I) A planning process for assessing the effects of, and studying and evaluating ways to control, or lessen the impact of, shoreline erosion, and to restore areas adversely affected by such erosion. 
	 
	"(3) Required procedures. -- The State has -- 
	 
	"(A) coordinated its program with local, areawide, and interstate plans applicable to areas within the coastal zone -- 
	 
	"(i) existing on January 1 of the year in which the State's management program is submitted to the Under Secretary; and 
	 
	"(ii) which have been developed by a local government, an areawide agency, a regional agency, or an interstate agency; and 
	 
	"(B) established an effective mechanism for continuing consultation and coordination among the management agency designated pursuant to paragraph (6), local governments, interstate agencies, regional agencies, and areawide agencies within the coastal zone to assure the full participation of those local governments and agencies in carrying out the purposes of this title; except that the Under Secretary shall not find any mechanism to be effective for purposes of this subparagraph unless it requires that -- 
	 
	"(i) the management agency, before implementing any management program decision which would conflict with any local zoning ordinance, decision, or other action, shall send a notice of the management program decision to any local government whose zoning authority is affected; 
	"(ii) within the 30-day period commencing on the date of receipt of the notice, the local 
	government may submit to the management agency written comments on the management program decision, and any recommendation for alternatives; and 
	 
	"(iii) the management agency, if any comments are submitted to it within the 30-day period by any local government -- 
	 
	"(I) shall consider the comments; 
	 
	"(II) may, in its discretion, hold a public hearing on the comments; and 
	 
	"(III) may not take any action within the 30-day period to implement the management program decision. 
	 
	"(4) Public hearings. -- The State has held public hearings in the development of the 
	management program. 
	 
	"(5) Gubernatorial approval. -- The management program and any amendment, modification, or other change thereto have been reviewed and approved by the Governor of the State. 
	 
	"(6) Designation of lead agency. -- The Governor of the State has designated a single State agency to receive and administer grants for implementing the management program. 
	 
	"(7) Organization. -- The State is organized to implement the management program. 
	 
	"(8) National interest. -- The management program provides for adequate consideration of the national interest involved in planning for, and managing the coastal zone, including the siting of facilities such as energy facilities which are of greater than local significance. In the case of energy facilities, the Under Secretary shall find that the State has given consideration to any applicable national or interstate energy plan or program. 
	 
	"(9) Area designations. -- The management program includes procedures whereby specific areas may be designated for the purpose of preserving or restoring them for their conservation, recreational, ecological, historical, or esthetic values. 
	 
	"(10) Authority to implement program. -- The State, acting through its chosen agency or 
	agencies (including local governments, areawide agencies, regional agencies, or interstate 
	agencies) has authority for the management of the coastal zone in accordance with the 
	management program. Such authority shall include power -- 
	 
	"(A) to administer land use and water use regulations to control development to ensure 
	compliance with the management program, and to resolve conflicts among competing uses; and 
	"(B) to acquire fee simple and less than fee simple interests in land, waters, and other property through condemnation or other means when necessary to achieve conformance with the management program. 
	 
	"(11) Control of uses. -- The management program provides for any one or a combination of the following general techniques for control of land uses and water uses within the coastal zone: 
	 
	"(A) State establishment of criteria and standards for local implementation, subject to 
	administrative review and enforcement. 
	 
	"(B) Direct State land and water use planning and regulation. 
	 
	"(C) State administrative review for consistency with the management program of all 
	development plans, projects, or land and water use regulations, including exceptions and 
	variances thereto, proposed by any State or local authority or private developer, with power to approve or disapprove after public notice and an opportunity for hearings. 
	 
	"(12) Uses of regional benefit. -- The management program contains a method of assuring that local land use and water use regulations within the coastal zone do not unreasonably restrict or exclude land uses and water uses of regional benefit. 
	 
	"(13) Protection of nationally significant resources. -- The management program provides for -- 
	 
	"(A) the inventory and designation of areas that contain one or more coastal resources of 
	national significance; and 
	 
	"(B) specific and enforceable standards to protect such resources. 
	 
	"(14) Public participation. -- The management program provides for public participation in permitting processes, consistency determinations, and other similar decisions. 
	 
	"(15) Intrastate compliance. -- The management program provides a mechanism to ensure that all State agencies will adhere to the program. 
	 
	"(e) Program Amendments and Modifications. -- 
	 
	"(1) In general. -- A coastal State may amend, modify, or otherwise change its approved 
	management program as provided in this subsection. 
	 
	"(2) Notification required. -- A coastal State shall promptly notify the Under Secretary of any proposed amendment, modification, or change in its management program and submit it to the Under Secretary for his or her approval. The Under Secretary may suspend all or part of any grant made to the State under this section pending submission of the proposed amendment, modification, or change by the State. 
	"(3) Review and approval by under secretary. -- (A) Within 30 days after the date the Under Secretary receives any amendment, modification, or other change proposed by a coastal State to its management program, the Under Secretary shall approve or disapprove the proposal, unless the Under Secretary finds it is necessary to extend the period for reviewing the proposal. Upon such a finding, the Under Secretary may extend the period for review to not later than 120 days after the date the Under Secretary recei
	 
	"(B) If the Under Secretary does not approve or disapprove an amendment, modification, or other change proposed by a coastal State to its management program within 120 days after the date the proposal is received by the Under Secretary, the proposal is deemed to be approved by the Under Secretary unless the Under Secretary has extended the period for review for purposes of meeting the requirements of the National Environmental Policy Act of 1969 (42 U.S.C. 4321 et seq.). 
	 
	"(4) Approval required for implementation. -- (A) Except as provided in subparagraph (B), a coastal State may not implement any amendment, modification, or other change as part of its approved management program unless the amendment, modification, or other change is approved by the Under Secretary under this subsection. 
	 
	"(B) The Under Secretary, after determining on a preliminary basis, that an amendment, 
	modification, or other change which has been submitted for approval under this subsection is likely to meet the program approval standards in this section, may permit the State to expend funds awarded under this section to begin implementing the proposed amendment, modification, or change. This preliminary approval shall not extend for more than 6 months and may not be renewed. A proposed amendment, modification, or change which is subject to preliminary approval under this paragraph shall not be considered
	 
	"SEC. 306A. RESOURCE MANAGEMENT IMPROVEMENT GRANTS. 
	 
	"(a) Definitions. -- For purposes of this section -- 
	 
	"(1) the term 'eligible coastal State' means a coastal State that for any fiscal year for which a grant is applied for under this section -- 
	 
	"(A) has a management program approved under section 306; and 
	 
	"(B) in the judgment of the Under Secretary, is making continual and satisfactory progress in improving its approved coastal zone management program in compliance with section 310; and 
	 
	"(2) the term 'urban waterfront and port' means any developed area that is densely populated and is being used for, or has been used for, urban residential, recreational, commercial, shipping, or industrial purpose. 
	 
	"(b) Grants and Resource Improvements. -- The Under Secretary may make grants to any 
	eligible coastal State to assist that State in meeting one or more of the following objectives: 
	 
	"(1) Preservation or restoration. -- Preserving or restoring specific areas of the coastal zone -- 
	 
	"(A) that are designated under the management program procedures required by section 
	306(d)(9) because of their conservation, recreational, ecological, historic, or esthetic value; 
	 
	"(B) under a comprehensive restoration program adopted under section 310(a)(1); 
	[*H10192] "(C) that contain one or more coastal resources of national significance; or 
	 
	"(D) for the purpose of restoring and enhancing shellfish production by the purchase and 
	distribution of clutch material on publicly owned reefs and bottom lands. 
	 
	"(2) Redevelopment. -- Redeveloping deteriorating and underutilized urban waterfronts and ports that are designated under section 306(d)(2)(C) in the State's management program as areas of particular concern. 
	 
	"(3) Public access. -- Providing access to public beaches and other public coastal areas and to coastal waters in accordance with the planning process required under section 306(d)(2)(G). 
	 
	"(c) Grant Restrictions. -- 
	 
	"(1) Terms and conditions. -- Each grant under this section shall be subject to any terms and conditions as may be appropriate to ensure that the grant is used for purposes consistent with this section. 
	 
	"(2) Eligible uses. -- Grants under this section may be used for -- 
	 
	"(A) acquiring fee simple and other interests in land; 
	 
	"(B) low-cost construction projects determined by the Under Secretary to be consistent with the purposes of this section, including construction of paths, walkways, fences, parks, and oyster beds and the rehabilitation of historic buildings and structures, except that not more than 50 percent of any grant under this section may be used for such construction projects; 
	 
	"(C) in the case of grants for objectives described in subsection (b)(2) -- 
	"(i) the rehabilitation or acquisition of piers to provide increased public use, including compatible commercial activity; 
	 
	"(ii) the establishment of shoreline stabilization measures, including the installation or 
	rehabilitation of bulkheads for the purpose of public safety or increasing public access and use; 
	 
	"(iii) the removal or replacement of pilings where such action will provide increased recreational use of urban waterfront areas, except that activities provided for under this paragraph shall not be treated as construction projects subject to the limitations in subparagraph (B); 
	 
	"(D) engineering designs, specifications, and other appropriate reports; and 
	 
	"(E) educational, interpretive, and management costs and such other related costs as the Under Secretary determines to be consistent with the purposes of this section. 
	 
	"(d) Matching Requirements. -- 
	 
	"(1) In general. -- The Under Secretary shall require a coastal State to match a grant under this section in a ratio of at least one to one of Federal to State contribution. 
	 
	"(2) Use for other matching requirements. -- A coastal State may use a grant under this section to pay the State's share of costs required under any other Federal program that is consistent with the purposes of this section. 
	 
	"SEC. 306B. MANAGING LAND USES THAT AFFECT COASTAL WATERS. 
	 
	"(a) In General. -- 
	 
	"(1) Program development. -- Not later than 3 years after the effective date of this section, the management agency designated pursuant to section 306(d)(6) by each coastal State for which a management program has been approved pursuant to section 306 (hereinafter in this section referred to as the 'coastal management agency'), shall prepare and submit to the Under Secretary a Coastal Water Quality Protection Program (hereinafter in this section referred to as the 'program') for approval pursuant to this se
	the term "land use" shall include uses of adjacent water areas as well. 
	 
	"(2) Program coordination. -- (A) In developing and carrying out the program, the coastal 
	management agency shall coordinate closely with State and local water quality plans and 
	programs developed pursuant to sections 208, 303, 319, and 320 of the Federal Water Pollution Control Act (33 U.S.C. 1288, 1313, 1329, and 1330). 
	 
	"(B) The program shall serve as an update and expansion of the State nonpoint source 
	management program developed under section 319 of the Federal Water Pollution Control Act, as the program under that section relates to land and water uses affecting the coastal zone. The program shall be prepared in close consultation with the State authority responsible for implementation of the program prepared under section 319 of that Act, in order to assure full coordination in each participating State. 
	 
	"(b) Program Contents. -- The Under Secretary in consultation with the Administrator of the Environmental Protection Agency, shall approve a program under this section if it provides for the following: 
	 
	"(1) Identifying land uses. -- The identification of, and a continuing process for identifying, land uses which, individually or cumulatively, may cause or contribute significantly to a degradation of— 
	 
	"(A) those coastal waters where there is a failure to attain or maintain applicable water quality standards or protect designated uses, as determined by the State pursuant to its water quality planning processes; 
	 
	"(B) those coastal waters that are threatened by reasonably foreseeable increases in pollution loadings from new or expanding sources; or 
	 
	"(C) outstanding resource waters designated pursuant to paragraph (4). 
	 
	"(2) Identifying critical coastal areas. -- The identification of, and a continuing process for identifying, critical coastal areas within which any new land uses or substantial expansion of existing land uses will be subject to land use management measures that are determined necessary by the coastal management agency, in cooperation with the State water quality authorities and other State or local authorities, as appropriate, to protect and restore coastal water quality and designated uses. 
	 
	"(3) Coastal land use management measures. -- (A) The implementation and continuing revision from time to time of land use management measures applicable to the land uses and areas identified pursuant to paragraphs (1) and (2) that the coastal management authority, working in conjunction with the State water pollution control agency and other State and local authorities, determines are necessary to achieve applicable water quality standards and protect designated uses. 
	 
	"(B) Coastal land use management measures under this paragraph may include, among other measures, the use of -- 
	 
	"(i) buffer strips; 
	 
	"(ii) setbacks; 
	 
	"(iii) density restrictions; 
	"(iv) techniques for identifying and protecting critical coastal areas and habitats; 
	 
	"(v) soil erosion and sedimentation control; and 
	 
	"(vi) siting and design criteria for water uses, including marinas. 
	 
	"(4) Outstanding resource waters. -- The continuing identification and designation (after periodic nominations, notice, and public comments) of coastal waters which, because of their special ecological, recreational, or esthetic characteristics, are determined by the State to constitute outstanding resource waters. Such designations may include, but not be limited to, waters identified by the State water pollution control agency as being of special biological significance pursuant to its water quality plann
	 
	"(A) areas adjacent to national or State parks or wildlife refuges; 
	 
	"(B) national estuarine research reserves and national marine sanctuaries; 
	 
	"(C) waters adjacent to units of the Coastal Barrier Resources System established by the Coastal Barrier Resources Act (16 U.S.C. 3501 et seq.); or 
	 
	"(D) shellfish harvesting areas or fish spawning areas of particular State or local importance. 
	 
	"(5) Technical assistance. -- The provision of technical and financial assistance to local 
	governments and the public for implementing the measures referred to in paragraph (3), 
	including assistance in developing ordinances and regulations, technical guidance, and modeling to predict and assess the effectiveness of such measures, training, financial incentives, demonstration projects, and other innovations to protect coastal water quality and designated uses. 
	 
	"(6) Public participation. -- Opportunities for public participation in all aspects of the program, including the use of public notices and opportunities for comment, nomination procedures, public hearings, technical and financial assistance, public education, and other means. 
	 
	"(7) Administrative coordination. -- The establishment of mechanisms to improve coordination among State agencies and between State and local officials responsible for land use programs and permitting, water quality permitting and enforcement, habitat protection, and public health and safety, through the use of joint project review, interagency certifications, memoranda of agreement, and other mechanisms. 
	 
	"(8) State coastal zone boundary modification. -- Modification of the boundaries of the State coastal zone as the coastal management agency determines is necessary to manage the land uses identified pursuant to paragraph (1) and to implement, as may be required, the recommendations made pursuant to subsection (e). If the coastal management agency does not have the authority to modify such boundaries, the program shall include recommendations for such modifications to the appropriate State authority. 
	"(c) Program Submission and Approval. -- 
	 
	"(1) Procedures. -- The submission and approval of a proposed program shall be governed by the procedures established by section 306(e). 
	 
	"(2) Eligibility for and withdrawing assistance. -- If the Under Secretary finds that a coastal State has failed to submit an approvable program as required by this section, the State shall not be eligible for any funds under this section or section 603 of the Coastal Defense Initiative of 1990, and the Under Secretary shall withdraw a portion of grants otherwise available to the State under section 306 of this Act as follows: 
	 
	"(A) 10 percent after 3 years after the date of the enactment of this section. 
	 
	"(B) 15 percent after 4 years after the date of the enactment of this section. 
	 
	"(C) 20 percent after 5 years after the date of the enactment of this section. 
	 
	"(D) 30 percent after 6 years after the date of the enactment of this section and thereafter. 
	 
	The Under Secretary shall make amounts withdrawn under this paragraph available [*H10193] to coastal States having programs approved under this section. 
	 
	"(d) Technical Assistance. -- The Under Secretary and the Administrator of the Environmental Protection Agency shall provide technical assistance to coastal States and local governments in developing and implementing programs under this section. Such assistance shall include – 
	 
	"(1) methods for assessing water quality impacts associated with coastal land uses; 
	 
	"(2) methods for assessing the cumulative water quality effects of coastal development; 
	 
	"(3) maintaining and from time to time revising an inventory of model ordinances, and providing other assistance to coastal States and local governments in identifying, developing, and implementing pollution control measures; and 
	 
	"(4) methods to predict and assess the effects of coastal land use management measures on coastal water quality and designated uses. 
	 
	"(e) Inland Boundaries. -- 
	 
	"(1) Review. -- The Under Secretary, in consultation with the Administrator of the Environmental Protection Agency, shall, within 18 months after the date of enactment of this title, review the inland coastal zone boundary of each coastal State program which has been approved or is proposed for approval under section 306 and evaluate whether the State's coastal zone boundary extends inland to the extent necessary to control the land and water uses that have a significant impact on coastal waters of the Stat
	 
	"(2) Recommendation. -- If the Under Secretary finds that modifications to the inland boundaries of a State's coastal zone are necessary for that State to more effectively manage land and water uses to protect coastal waters, the Under Secretary shall recommend appropriate modifications in writing to the affected State. 
	 
	"(f) Financial Assistance. -- With sums appropriated pursuant to section 318(a)(2), the Under Secretary shall provide grants to each coastal State to assist in fulfilling the requirements of this section if the coastal State matches any such grant according to a 4 to 1 ratio of Federal to State contribution. Funds available for implementing this section shall be allocated according to the regulations issued under section 306(c), except that the Under Secretary may use not more than 30 percent of any such fu
	 
	"(g) Long Island Sound Conservancy Demonstration. -- Notwithstanding any other provision of law and within one year after the effective date of this subsection, the Under Secretary shall establish an office, to be known as the Long Island Sound Conservancy, in the immediate vicinity of Long Island Sound. The office shall provide assistance to the States of Connecticut and New York in developing and implementing the plan described in subsection (a) and in demonstrating the most effective means of coordinatin
	 
	"SEC. 307. COORDINATION AND COOPERATION. 
	 
	"(a) General. -- In carrying out the functions and responsibilities of this title, the Under Secretary shall consult with, cooperate with, and, to the maximum extent practicable, coordinate these activities with other interested Federal agencies. 
	 
	"(b) Federal Agency Consultation. -- The Under Secretary shall not approve the management program submitted by a State pursuant to section 306, or any amendment, modification, or other change to the management program, unless the views of Federal agencies principally affected by such program or amendments have been adequately considered. 
	 
	"(c) Federal Agency Activities. -- 
	 
	"(1) In general. -- Each Federal agency activity, in or outside of the coastal zone, affecting any natural resources, land uses, or water uses in the coastal zone, shall be carried out in a manner which is, to the maximum extent practicable, consistent with approved State management programs. 
	"(2) Presidential exemption. -- After any final judgment, decree, or order of any Federal court that is appealable under section 1291 or 1292 of title 28, United States Code, or under any other applicable provision of Federal law, that a specific Federal agency activity is not in compliance with subsection (c)(1), and certification by the Under Secretary that mediation under subsection (h) is not likely to result in such compliance, the President may, upon written request from the Under Secretary, exempt fr
	available the requested appropriations. 
	 
	"(3) Consistency determination required. -- Each Federal agency carrying out an activity subject to paragraph (1) shall provide a consistency determination to the relevant State agency designated under section 306(d)(6) at the earliest practicable time, but in no case later than 90 days before final approval of the Federal activity unless both the Federal agency and the State agency agree to a different schedule. 
	 
	"(d) Federally Licensed or Permitted Activities. -- 
	 
	"(1) In general. -- Any applicant for a required Federal license or permit to conduct an activity in or outside the coastal zone, affecting any natural resources, land uses, or water uses in the coastal zone of a State, shall provide in the application to the licensing or permitting agency a certification that the proposed activity complies with the State's approved program and that the activity will be conducted in a manner consistent with the program. At the same time, the applicant shall furnish to the S
	 
	"(2) Outer continental shelf exploration, development, or production. -- Any person who submits to the Secretary of the Interior any plan for the exploration or development of, or production from, any area which has been leased under the Outer Continental Shelf Lands Act (43 U.S.C. 1331 et seq.) and regulations under such Act shall, with respect to any exploration, development, or production described in such plan and affecting any natural resources, land uses, or water uses in the coastal zone of a State, 
	 
	"(A) the State or its designated agency, in accordance with the procedures required to be 
	established by the State pursuant to paragraph (1), concurs with the certification and notifies the Under Secretary and the Secretary of the Interior of the concurrence; 
	 
	"(B) concurrence by the State with such certification is conclusively presumed as provided for in paragraph (1). If the State fails to concur with or objects to the certification within 3 months after receipt of its copy of the certification and supporting information, the State shall provide the Under Secretary, the appropriate Federal agency, and the person with a written statement describing the status of review and the basis for further delay in issuing a final decision, and if the statement is not so p
	 
	"(C) the Under Secretary finds, pursuant to paragraph (1), that each activity which is described in detail in such plan is consistent with (i) the requirements of this title, and (ii) the findings and policies of this title or is otherwise necessary in the interest of national security. 
	 
	If a State concurs or is conclusively presumed to concur, or if the Under Secretary makes such a finding, the provisions of paragraph (1) do not apply to the person, the State, and any Federal license or permit which is required to conduct any activity affecting natural resources, land uses, or water uses in the coastal zone of the State which is described in detail in the plan to which the concurrence or finding applies. If the State objects to the certification and if the Under Secretary fails to make a f
	 
	[*H10194] "(e) Federal Assistance Programs. -- State and local governments submitting 
	applications for Federal assistance under other Federal programs, for activities in or outside the coastal zone affecting any natural resources, land uses, or water uses in the coastal zone, shall include the views of the agency designated pursuant to section 306(d)(6) as to the relationship of the activities to the approved management program. The applications shall be submitted and coordinated in accordance with the provisions of title IV of the Intergovernmental Coordination Act of 1968 (82 Stat. 1098). 
	consistent with the findings and policies of this title or is (1) the requirements of this title, and 
	 
	(2) otherwise necessary in the interest of national security. 
	 
	"(f) Relationship to Other Federal Laws. -- Nothing in this title shall be construed -- 
	 
	"(1) to diminish either Federal or State jurisdiction, responsibility, or rights in the field of 
	planning, development, or control of water resources, submerged lands, or navigable waters; nor to displace, supersede, limit, or modify any interstate compact or the jurisdiction or responsibility of any legally established joint or common agency of 2 or more States or of 2 or more States and the Federal Government; nor to limit the authority of the Congress to authorize and fund projects; 
	 
	"(2) as superseding, modifying, or repealing any laws applicable to the various Federal agencies; nor to affect the jurisdiction, powers, or prerogatives of the International Joint Commission, United States and Canada; the Permanent Engineering Board; the United States operating entity or entities established pursuant to the Columbia River Basin Treaty, signed at Washington, January 17, 1961; or the International Boundary and Water Commission, United States and Mexico. 
	 
	"(g) Incorporation of Air and Water Standards. -- Notwithstanding any other provision of this title, nothing in this title shall in any way affect any requirement (1) established by the Federal Water Pollution Control Act (33 U.S.C. 1251 et seq.) or the Clean Air Act (42 U.S.C. 7401 et seq.), or (2) established by the Federal Government or by any State or local government pursuant to such Acts. Such requirements shall be incorporated in any program developed pursuant to this title and shall be the water pol
	 
	"(h) Mediation. -- In case of serious disagreement between any Federal agency and a coastal State or between 2 or more States -- 
	 
	"(1) in the development or the initial implementation of a management program under section 305; or 
	 
	"(2) in the administration of a management program approved under section 306; 
	the Under Secretary shall seek to mediate the disagreement. 
	 
	"(i) State Fee. -- Each coastal State may establish, collect, and expend, without regard to any other requirement of this title, a fee to recover the reasonable costs of administering subsection (d). Such fee may recover the full costs of administration, including the reasonable costs of required research, monitoring, and enforcement. 
	 
	"(j) Federal Fee. -- With respect to appeals under subsection (d) which are submitted after the date of the enactment of the Coastal Zone Act Reauthorization Amendments of 1990, the Under Secretary shall collect an application fee of not less than $200 for minor appeals and not less than $500 for major appeals. The Under Secretary shall collect such other fees as are necessary to recover the full costs of administering and processing such appeals under subsection (d). 
	 
	"(k) Waiving Right to Appeal. -- An applicant may waive the right to an appeal pursuant to subsection (d)(1)(B), (d)(2)(C)(i) or (e)(2) if written notification of the waiver is received by the coastal State and the Under Secretary within 60 days after the date on which the coastal State objected to the applicant's certification under that subsection. 
	 
	"(l) Restriction of State Authority. -- A coastal State may not exercise the requirements of 
	subsection (c), (d), or (e) -- 
	 
	"(1) unless the coastal State's management program has been approved pursuant to section 306; or 
	 
	"(2) if approval of the coastal State's management program has been withdrawn pursuant to section 312(d). 
	 
	"(m) Consistency With Enforceable Policies Required. -- In complying with the provisions of subsections (c), (d), and (e), activities of Federal agencies and applicants shall be carried out consistent with the enforceable policies of the State management program. Federal agencies shall give adequate consideration to program provisions which are in the nature of recommendations. 
	 
	"SEC. 308. COASTAL ENERGY IMPACT PROGRAM. 
	 
	"(a) In General. -- Not later than January 1, 1993, the Under Secretary shall recommend to the Congress a coastal energy impact program. These recommendations shall include provision of financial and technical assistance to meet the needs of coastal States and local governments resulting from energy facilities and related activities affecting natural resources, land uses, or water uses in the coastal zone. The program shall identify the major energy activities which are affecting natural resources, land use
	 
	"(b) Outer Continental Shelf State Participation. -- 
	 
	"(1) In general. -- Beginning in fiscal year 1991, the Under Secretary shall implement a program to assist coastal States in fulfilling their responsibilities under the Outer Continental Shelf Lands Act (43 U.S.C. 1331 et seq.). 
	"(2) Participation grants. -- The Under Secretary shall make grants under this paragraph to any coastal State which the Under Secretary finds is likely to be affected by Outer Continental Shelf energy activities, if the State matches the grant according to a 4 to 1 ratio of Federal to State contribution. The grants shall be used to assist the State in carrying out its responsibilities under the Outer Continental Shelf Lands Act. 
	 
	"(c) Loan Repayment Obligations Unaffected. -- The obligations of any coastal State or unit of general purpose local government to repay loans made pursuant to section 308(d)(1) of the Coastal Zone Management Act of 1972 (16 U.S.C. 1456a(d)(1)), as in effect before the date of the enactment of the Coastal Zone Act Reauthorization Amendments of 1990, and any repayment schedule established pursuant to that Act, are not altered by any provision of this title. Such loans shall be repaid under authority of this 
	State or unit to meet such obligations in accordance with the appropriate repayment schedule, the Under Secretary shall, after review of the information submitted by such State or unit take any of the following actions: 
	 
	"(1) Modify the terms and conditions of such loan. 
	 
	"(2) Refinance the loan. 
	 
	"(3) Recommend to the Congress that legislation be enacted to forgive the loan. 
	 
	"(d) Offsetting Collections. -- Loan repayments made pursuant to subsection (c) shall be retained by the Under Secretary as offsetting collections, and shall be deposited into the Coastal Zone Management Fund established under section 309. 
	 
	"SEC. 309. COASTAL ZONE MANAGEMENT FUND. 
	 
	"(a) Establishment. -- The Under Secretary shall establish and maintain a fund, to be known as the 'Coastal Zone Management Fund' (hereinafter in this section referred to as the 'Fund'), which shall consist of amounts retained and deposited into the Fund under section 308(d). 
	 
	"(b) Use. -- Subject to amounts provided in Appropriation Acts, amounts in the Fund shall be available to the Under Secretary for use for the following: 
	 
	"(1) Administration. -- Expenses incident to the administration of this title, in an amount not to exceed -- 
	 
	"(A) $5,000,000 for fiscal year 1991; 
	 
	"(B) $5,225,000 for fiscal year 1992; 
	 
	"(C) $5,460,125 for fiscal year 1993; 
	 
	"(D) $5,705,830 for fiscal year 1994; and 
	 
	"(E) $5,962,593 for fiscal year 1995. 
	 
	"(2) Other uses. -- After use under paragraph (1) -- 
	 
	"(A) projects to address management issues which are regional in scope, including interstate projects; 
	 
	"(B) demonstration projects which have high potential for improving coastal zone management, especially at the local level; 
	 
	"(C) emergency grants to State coastal zone management agencies to address unforeseen or disaster-related circumstances; 
	 
	"(D) appropriate awards recognizing excellence in coastal zone management as provided in section 314; 
	 
	"(E) program development grants as authorized by section 305; 
	 
	"(F) State participation grants under section 308(b); and 
	 
	"(G) to provide financial support to coastal States for use for investigating and applyingm the public trust doctrine to implement State management programs approved under section 306. 
	 
	"(c) Report. -- On December 1 of each year, the Under Secretary shall transmit to the Congress an annual report on the Fund, including the balance of the Fund and an itemization of all deposits into and disbursements from the Fund in the preceding fiscal year. 
	 
	"SEC. 310. NATIONAL INTEREST IMPROVEMENTS. 
	 
	"(a) In General. -- Beginning in fiscal year 1991, the Under Secretary shall implement an 
	ongoing program to encourage each coastal State to make continual improvements in its 
	management program in specified national interest areas. This program shall encourage and monitor improvements in one or more of the following special national interest areas: 
	 
	"(1) Coastal wetlands management and protection. -- Coastal wetlands management 
	 
	[*H10195] and protection, consistent with the interim goal to achieve no overall net loss of the Nation's remaining wetlands base, including adoption of -- 
	 
	"(A) enforceable policies to manage and protect coastal wetlands; and 
	 
	"(B) a comprehensive restoration program for coastal wetlands for the purpose of attaining increases in functioning wetlands communities. 
	 
	"(2) Natural hazards management. -- Management of development and redevelopment in 
	hazardous areas, including enforceable policies and management strategies to -- 
	 
	"(A) reduce the threat to life and the destruction of property by discouraging development and redevelopment in high hazard areas; 
	 
	"(B) properly manage development and redevelopment in other hazard areas including such mechanisms as setbacks, requirements that buildings be suitable for relocation and other special building code standards, and acquisition and relocation programs; and 
	 
	"(C) anticipate and manage the effects of potential sea level or Great Lakes level rise and land subsidence by -- 
	 
	"(i) requiring consideration of sea level or Great Lakes level rise and land subsidence in the siting of new public infrastructure investments and new large-scale developments with long life expectancies, such as sewage treatment plants, industrial plants, and hazardous waste facilities; 
	 
	"(ii) establishing and protecting buffer zones for wetlands which are likely to migrate landward in response to sea level or Great Lakes level rise; 
	 
	"(iii) ensuring that protection of natural resources is a feature of both structural and 
	nonstructural responses to sea level or Great Lakes level rise or land subsidence; and 
	 
	"(iv) requiring building setbacks and standards that minimize the adverse effects of sea level or Great Lakes level rise or land subsidence. 
	 
	"(3) Public access. -- Providing public access to coastal areas, including development of a 
	program to increase public access to coastal areas of recreational, historical, esthetic, ecological, or cultural value, based on assessments of long-term public access needs. This program shall include enforceable policies necessary to meet public needs for access, including appropriate regulatory means and programs to obtain access sites through donation, dedication, and acquisition, and shall include a process for public nomination of areas to be acquired for public access purposes. 
	 
	"(4) Cumulative and secondary impacts. -- Development and adoption of procedures to assess, consider, and control cumulative and secondary impacts of coastal growth and development, including the collective effect of various individual uses or activities on coastal resources, such as coastal wetlands, and the cumulative effect of nonpoint pollution from individual land uses or water uses. 
	"(5) Coastal energy development. -- Adoption of procedures and enforceable policies to help facilitate the siting of energy facilities and accommodate energy-related activities which may be of greater than local significance, including -- 
	 
	"(A) mitigation policies and guidelines which will be applicable to energy development activities; 
	 
	"(B) procedures to coordinate Federal energy policies and programs with State coastal zone management programs; and 
	 
	"(C) consolidation of permitting and regulatory reviews. 
	 
	"(b) National Interest Improvements Programs. -- To implement the program required under subsection (a), the Under Secretary shall assess, for each coastal State, the priority needs for improvement in each of the special national interest areas, and based on that assessment, shall seek to negotiate a National Interest Improvements Program (hereinafter in this section referred to as a 'program') for each coastal State with an approved management program. Each program shall cover a period of at least 3 years 
	 
	"(c) Notification. -- In negotiating each program, the coastal State shall notify and consult with appropriate Federal agencies, State agencies, local governments, regional organizations, port authorities, and the public, and where appropriate shall establish a citizens advisory group to assist in development and implementation of the program. 
	 
	"(d) Phased Implementation. -- If necessary for effective administration, the Under Secretary may stagger implementation of programs required under subsection (a) such that no less than one-third of the participating coastal States are negotiating a program in any single year. 
	 
	"(e) Evaluation. -- 
	 
	"(1) Annual review. -- The Under Secretary shall continually monitor progress in implementing each program negotiated under this section and shall provide each State with an annual evaluation of progress. Unless the Under Secretary finds, for each one-year period, that the coastal State is making continual and satisfactory progress in implementing each component of the program, the Under Secretary shall notify the coastal State and the public and shall specify additional actions required to ensure satisfact
	 
	"(2) Reassessment and suspension. -- Six months after notifying a State under paragraph (1), the Under Secretary shall reassess the State's progress. Unless the Under Secretary finds that the State is making satisfactory progress in undertaking the actions required under paragraph (1), the Under Secretary shall suspend that State's eligibility for further funding under this section for at least one year. 
	"(3) Waiver. -- The Under Secretary may waive the requirements of this section only by finding that a lack of satisfactory progress by a State is due to factors which are beyond the control of the State and which were unforeseen at the time the plan was negotiated. The Under Secretary shall notify the Congress and the public before granting any waiver under this subsection. 
	 
	"(f) Funding. -- Beginning in fiscal year 1991, at least 10 percent, but not more than 20 percent, of the amounts appropriated under section 318(a)(1) to implement sections 306 and 306A shall be used by the Under Secretary to implement this section. 
	 
	"(g) No State Match Required. -- No State match is required for activities funded under this section. 
	 
	"(h) Grant Allocation. -- Funds available to implement this section shall be distributed among eligible States as follows: 
	 
	"(1) Formula grants. -- Fifty percent according to regulations promulgated pursuant to section 306(c). 
	 
	"(2) Discretionary grants. -- Fifty percent for discretionary awards according to guidelines or regulations issued by the Under Secretary pursuant to section 317. 
	 
	"(i) Regulations. -- The Under Secretary shall issue regulations under section 317 providing guidance for any program negotiated under this section. 
	 
	"SEC. 311. PUBLIC HEARINGS AND MEETINGS. 
	 
	"All public hearings and meetings required under this title shall be announced at least 45 days prior to the hearing or meeting date. At the time of the announcement, all materials of the agency conducting a hearing or meeting and pertinent to the hearing or meeting, including documents, studies, and other data, shall be made available to the public for review and study. As similar materials are subsequently developed, they shall be made available to the public as they become available to the agency. 
	 
	"SEC. 312. REVIEW OF PERFORMANCE. 
	 
	"(a) Periodic Review of State Programs. -- The Under Secretary shall conduct a continuing review of the performance of coastal States with respect to coastal management. Each review shall include a written evaluation with an assessment and detailed findings concerning the extent to which each coastal State has implemented and enforced a program of the State approved by the Under Secretary under this Act (including regarding adherence by State agencies and units of local government to the program), furthered
	"(b) Public Participation. -- For the purpose of evaluating pursuant to subsection (a) a coastal State's performance, the Under Secretary shall conduct public meetings and provide opportunity for oral and written comments by the public. Each such evaluation shall be prepared in report form, shall contain written response to all written comments received, and shall be available to the public. 
	 
	"(c) Probationary Period. -- The Under Secretary may place a coastal State on probation for not more than 2 years if the Under Secretary, on the basis of an evaluation which has been completed pursuant to subsection (b), finds substantial evidence that the State is failing to adequately implement or enforce important components of its approved program but that such evidence or failure constitutes insufficient grounds for action pursuant to subsection (d). If the Under Secretary makes the finding authorized 
	 
	"(1) the Under Secretary shall notify the coastal State of -- 
	 
	"(A) the effective date of the probation; 
	 
	"(B) the portion or portions of the program to which the probation is effective; and 
	 
	"(C) written recommendations for corrective actions; and 
	 
	"(2) the Under Secretary shall withdraw up to 25 percent of the funds available to the State pursuant to this title for use in assisting the State in implementing the recommendations under paragraph (1)(C), and any funds withdrawn but not used to implement recommendations under paragraph (1)(C) shall be added to amounts appropriated under section 318(a)(1). 
	 
	"(d) Program Disapproval. -- The Under Secretary shall withdraw approval of the management program of any coastal State, and shall withdraw any financial assistance available to that State under this title as well as any unexpended portion of such assistance, if the Under Secretary determines that the State is failing to adhere to, and is not justified in deviating from -- 
	 
	"(1) the management program approved by the Under Secretary, or 
	 
	"(2) the terms of any grant or cooperative agreement funded under this title, and refuses to remedy the deviation. 
	 
	[*H10196] Upon the withdrawal of management program approval under this subsection, the Under Secretary shall provide the coastal State with written specifications of the actions that should be taken, or not engaged in, by the State in order that such withdrawal may be canceled by the Under Secretary. 
	 
	"(e) Advance Notification Required. -- Prior to taking any action required under subsection (c) or (d), the Under Secretary shall notify the coastal State and provide an opportunity for a public hearing on the proposed action. 
	 
	"SEC. 313. RECORDS AND AUDIT. 
	 
	"(a) Records. -- Each recipient of financial assistance under this title shall keep any records as the Under Secretary shall prescribe, including records which fully disclose the amount and disposition of the funds received and of the proceeds of the assistance, the portion of the total cost of any project or undertaking supplied by other sources, and other records as will facilitate an effective audit. 
	 
	"(b) Access to Records. -- The Under Secretary and the Comptroller General of the United States, or any of their duly authorized representatives, shall -- 
	 
	"(1) after any financial assistance is provided under this title; and 
	 
	"(2) until the expiration of 3 years after -- 
	 
	"(A) completion of the project, program, or other undertaking for which financial assistance was made or used, or 
	 
	"(B) repayment of the loan or guaranteed indebtedness for which financial assistance was 
	provided; have access to audit and examine any record, book, document, and paper which belongs to or is used or controlled by, any recipient of the financial assistance and which is pertinent for purposes of determining if the financial assistance is being, or was, used in accordance with this title. 
	 
	"SEC. 314. WALTER B. JONES EXCELLENCE IN COASTAL MANAGEMENT AWARDS. 
	 
	"(a) In General. -- The Under Secretary shall, using sums in the Coastal Zone Management Fund established under section 309, implement a program to promote excellence in coastal zone management by identifying and acknowledging outstanding accomplishments in the field. 
	 
	"(b) Award Categories and Selection. -- The Under Secretary shall select annually -- 
	 
	"(1) one individual, other than an employee or officer of the Federal Government, whose 
	contribution to the field of coastal zone management has been the most significant; 
	 
	"(2) 5 local governments which have made the most progress in developing and implementing the coastal zone management principles embodied in this title; and 
	 
	"(3) up to 10 graduate students whose academic study promises to contribute materially to development of new or improved approaches to coastal zone management. 
	 
	"(c) Local Government Nominations. -- In making selections under subsection (b)(2) the Under Secretary shall solicit nominations from the coastal States, and shall consult with experts in local government planning and land use. 
	 
	"(d) Graduate Student Nominations. -- In making selections under subsection (b)(3) the Under Secretary shall solicit nominations from coastal States and the National Sea Grant College Program. 
	 
	"(e) Walter B. Jones Awards. -- Using sums in the Coastal Zone Management Fund established under section 309, the Under Secretary shall establish and execute appropriate awards, to be known as the 'Walter B. Jones Awards', including -- 
	 
	"(1) cash awards in an amount not to exceed $5,000 each; 
	 
	"(2) research grants; and 
	 
	"(3) public ceremonies to acknowledge such awards. 
	 
	"SEC. 315. NATIONAL ESTUARINE RESEARCH RESERVE SYSTEM. 
	 
	"(a) Establishment of System. -- There is established the National Estuarine Research Reserve System (hereinafter in this section referred to as the 'System'), consisting of -- 
	 
	"(1) each estuarine sanctuary designated under this section as in effect before the date of the enactment of the Coastal Zone Management Reauthorization Act of 1985; and 
	 
	"(2) each estuarine area designated as a national estuarine research reserve under subsection (b). 
	 
	Each estuarine sanctuary referred to in paragraph (1) is hereby designated as a national 
	estuarine research reserve. 
	 
	"(b) Designation of National Estuarine Research Reserves. -- The Under Secretary may designate an estuarine area as a national estuarine research reserve if -- 
	 
	"(1) the area constitutes, to the extent feasible, a natural unit which can be set aside to provide scientists and students the opportunity to examine over a period of time the ecological relationship within the area; 
	 
	"(2) the Governor of the coastal State in which the area is located nominates the area for that designation; and 
	 
	"(3) the Under Secretary finds that -- 
	 
	"(A) the area is a representative estuarine ecosystem that is suitable for long-term monitoring and research and contributes to the biogeographical and typological balance of the System; 
	 
	"(B) the laws of the coastal State provide long-term protection for reserve resources to ensure a stable environment for research; 
	 
	"(C) designation of the area as a reserve will serve to enhance public awareness and 
	understanding of estuarine areas, and provide suitable opportunities for public education and interpretation; and 
	 
	"(D) the coastal State in which the area is located has complied with the requirements of any regulations issued by the Under Secretary to implement this section. 
	 
	"(c) Estuarine Research Guidelines. -- The Under Secretary shall develop guidelines for the conduct of research within the System that shall include the following: 
	 
	"(1) Identifying priorities. -- A mechanism for identifying and establishing priorities among the coastal management issues that should be addressed through coordinated research within the System. 
	 
	"(2) Research objectives. -- The establishment of common research principles and objectives to guide the development of research programs within the System. 
	 
	"(3) Common methods. -- The identification of uniform research methodologies which will ensure comparability of data, the broadest application of research results, and the maximum use of the System for research purposes. 
	 
	"(4) Monitoring. -- The conduct of monitoring activities within the System, including the 
	monitoring of physical, chemical, and biological parameters and criteria associated with the estuarine ecosystem. 
	 
	"(5) Standards. -- The establishment of performance standards by which the effectiveness of the research efforts and the value of reserves within the System may be measured in addressing and coastal management issues identified in paragraph (1). 
	 
	"(6) Outside funding sources. -- The consideration of sources of funds for estuarine research in addition to amounts authorized under this title, and strategies for encouraging the use of these funds within the System, with particular emphasis on mechanisms established under subsection (d). 
	 
	In developing the guidelines under this subsection, the Under Secretary shall consult with 
	prominent members of the estuarine research community. 
	 
	"(d) Promotion and Coordination of Estuarine Research. -- The Under Secretary shall take such action as is necessary to promote and coordinate the use of the System for research purposes, including the following: 
	 
	"(1) Data management. -- Developing a data base accessible to the public for information 
	derived from monitoring and research activities within the System. 
	 
	"(2) Technical transfer. -- Providing for the exchange of information and data among national estuarine research reserves and between the reserves and estuarine and coastal resource managers. 
	 
	"(3) Priority consideration. -- Requiring the Department of Commerce, in conducting or 
	supporting estuarine research, to give priority consideration to research that uses the System. 
	 
	"(4) Promoting research. -- Consulting with other Federal and State agencies to promote use by such agencies of one or more national estuarine research reserves within the System when conducting estuarine research. 
	 
	"(e) Education. -- The Under Secretary shall -- 
	 
	"(1) develop guidelines providing for education activities in national estuarine research reserves; 
	 
	"(2) promote the use of national estuarine research reserves by educational institutions and by programs of the United States Department of Education; and 
	 
	"(3) establish and implement a program to exchange educational information throughout the System. 
	 
	"(f) Financial Assistance. -- 
	 
	"(1) In general. -- The Under Secretary may, in accordance with such rules and regulations as the Under Secretary shall promulgate, make grants -- 
	 
	"(A) to a coastal State entity -- 
	 
	"(i) to acquire lands and waters, and any property interests therein, necessary to ensure the appropriate long-term management of an area as a national estuarine research reserve, 
	 
	"(ii) to operate or manage a national estuarine research reserve and to construct appropriate reserve facilities, or 
	 
	"(iii) for educational or interpretive activities; and 
	 
	"(B) to any coastal State entity or public or private institution or person to support research and monitoring within a national estuarine research reserve that are consistent with the research guidelines developed under subsection (c). 
	 
	"(2) Terms and conditions. -- Financial assistance provided under paragraph (1) shall be subject to any terms and conditions the Under Secretary considers necessary or appropriate to protect the interests of the United States, including requiring coastal States to execute suitable title documents setting forth the property interests of the United States in any lands and waters acquired in whole or in part with financial assistance under this section. 
	 
	"(3) Matching funds. -- (A) The amount of financial assistance provided under paragraph 
	(1)(A)(i) for any one national estuarine research reserve may not exceed an amount equal to 50 percent of the costs of the lands, waters, and interests therein, or $6,000,000, whichever amount is less. 
	 
	[*H10197] "(B) The amount of the financial assistance provided under paragraphs (1)(A) (ii) and (iii) and paragraph (1)(B) may not exceed 50 percent of the costs incurred to achieve the purposes described in those paragraphs with respect to a national estuarine research reserve. 
	 
	"(C) For purposes of this section, the term 'coastal State entity' means any legal entity 
	established by legislative or executive act or order of a coastal State's government, including State universities, colleges, commissions, consortia, boards, or other institutions established for purposes, including research, education, or resource management. 
	 
	"(g) Evaluation of System Performance. -- 
	 
	"(1) In general. -- The Under Secretary shall periodically evaluate the operation and 
	management of each national estuarine research reserve, including educational and interpretive activities, and the research being conducted within the reserve. 
	 
	"(2) Suspension of funding. -- If evaluation under paragraph (1) reveals that the operations and management of national estuarine research reserve is deficient, or that the research being conducted within the reserve is not consistent with the research guidelines developed under subsection (c), the Under Secretary may suspend the eligibility of that reserve for financial assistance under subsection (f) until the deficiency or inconsistency is remedied. 
	 
	"(3) Withdrawal of designation. -- The Under Secretary may withdraw the designation of an estuarine area as a national estuarine research reserve if evaluation under paragraph (1) reveals that -- 
	 
	"(A) the basis for any of the findings made under subsection (b)(3) no longer exists; or 
	 
	"(B) a substantial portion of the research conducted within the reserve, over a period of years, has not been consistent with the research guidelines developed under subsection (c). 
	 
	"(h) Report. -- The Under Secretary shall include in the report required under section 316 
	information regarding -- 
	 
	"(1) new designations of national estuarine research reserves; 
	 
	"(2) any expansion of existing national estuarine research reserves; 
	 
	"(3) the status of the research program being conducted within the System; and 
	 
	"(4) a summary of the evaluations made under subsection (g). 
	 
	"(i) Cooperative Agreements and Donations. -- 
	 
	"(1) Cooperative agreements. -- The Under Secretary may enter into cooperative agreements with any nonprofit organization or institution of higher learning -- 
	 
	"(A) to aid and promote interpretive, historical, scientific, and educational activities within any national estuarine research reserve; and 
	 
	"(B) for the solicitation of private donations for the support of such activities. 
	 
	"(2) Donations. -- The Under Secretary may accept donations of funds, property, and services for use in designating and administering national estuarine research reserves under this section. Such donations shall be considered to be a gift or bequest to, or for the use of, the United States. 
	 
	"SEC. 316. COASTAL ZONE MANAGEMENT REPORT.  
	 
	"(a) In General. -- The Under Secretary shall transmit to the Congress reports summarizing the administration of this title during each period of 2 consecutive fiscal years. Each report shall be transmitted to the Congress not later than April 1 of the year following the close of the biennial period to which it pertains, and shall include the following: 
	 
	"(1) Recently approved programs. -- An identification of the State programs approved pursuant to this title during the preceding fiscal year and a description of those programs. 
	 
	"(2) Participating states. -- A list of the coastal States participating under this title and a 
	description of the status of each State's program and its accomplishments during the preceding fiscal year. 
	 
	"(3) Nonparticipating states. -- A list of the coastal States not participating under this title, a description of efforts by the Under Secretary to encourage their participation, and additional action or incentives needed to secure participation. 
	 
	"(4) Funding summary. -- An itemization of the allocation of funds to the various coastal States and a breakdown of the major projects and areas in which these funds were expended. 
	 
	"(5) Program probations and disapprovals. -- An identification of any coastal State program which has been reviewed and placed on probation or disapproved, and a statement of the reasons for that action. 
	 
	"(6) Evaluation summary. -- A summary of evaluation findings prepared in accordance with section 312(a). 
	 
	"(7) Inconsistent activities and projects. -- A list of all activities and projects which are not consistent with an applicable approved State management program. 
	 
	"(8) Revised regulations. -- A summary of the regulations issued by the Under Secretary during the biennial period covered by the report. 
	 
	"(9) Priority problems. -- A summary of outstanding problems arising in the administration of this title, in order of priority. 
	 
	"(10) Miscellaneous. -- Any other information as may foster effective oversight by the Congress. 
	 
	"(11) State views. -- Summary views and recommendations from each coastal State, including recommendations for additional legislation, necessary to achieve the objectives of this title and enhance its effective operation. 
	 
	"(b) Guidelines. -- For the purposes of paragraph (11), the Under Secretary shall issue guidelines to the coastal States which outline the format for submitting summary views and recommendations. 
	 
	"SEC. 317. RULES AND REGULATIONS. 
	 
	"The Under Secretary shall develop and promulgate, pursuant to section 553 of title 5, United States Code, after issuance of notice and opportunity for full participation by relevant Federal agencies, State agencies, local governments, regional organizations, port authorities, and other interested parties, both public and private, any rules and regulations as may be necessary to carry out the provisions of this title. 
	 
	"SEC. 318. AUTHORIZATION OF APPROPRIATIONS. 
	 
	"(a) Authorizations. -- There are authorized to be appropriated to the Under Secretary -- 
	 
	"(1) for grants under sections 306 and 306A, not to exceed $46,670,000 for fiscal year 1991, $48,770,000 for fiscal year 1992, $50,965,000 for fiscal year 1993, $53,258,000 for fiscal year 1994, and $55,655,000 for fiscal year 1995, to remain available until expended; 
	 
	"(2) for grants under section 306B, not to exceed $10,000,000 for fiscal year 1991, $20,000,000 for fiscal year 1992, $30,000,000 for fiscal year 1993, $35,000,000 for fiscal year 1994, and $40,000,000 for fiscal year 1995, to remain available until expended; and 
	 
	"(3) for grants under section 315, not to exceed $7,000,000 for fiscal year 1991, $7,355,000 for fiscal year 1992, $7,710,000 for fiscal year 1993, $8,065,000 for fiscal year 1994, and $8,420,000 for fiscal year 1995, to remain available until expended. 
	 
	"(b) Limitation on Matching Funds. -- Federal funds received from other sources shall not be used to pay a coastal State's share of costs under section 306. 
	 
	"(c) Unobligated Grants. -- The amount of any grant, or portion of a grant, made to a coastal State under any section of this Act which is not obligated by the State during the fiscal year, for which it was first authorized to be obligated by the State, or during the next fiscal year, shall revert to the Under Secretary. The Under Secretary shall add the reverted amount to those funds available for grants under the section for which the reverted amount was originally made available. 
	 
	"(d) Passthrough of Grant Funds. -- With the approval of the Under Secretary, a coastal State may allocate to a local government, an area-wide agency designated under section 204 of the Demonstration Cities and Metropolitan Development Act of 1966, a regional agency, or an interstate agency, a portion of any grant made under this title. An allocation of grant funds shall not relieve a State of the responsibility for ensuring that any funds so allocated are used in conformance with applicable grant terms and
	 
	"SEC. 319. INTERSTATE AGREEMENTS AND COMPACTS. 
	 
	"The consent of the Congress is hereby given to 2 or more coastal States to negotiate, and to enter into, agreements or compacts, which do not conflict with any law or treaty of the United States, for -- 
	 
	"(1) developing and administering coordinated coastal zone planning, policies, and programs pursuant to sections 305 and 306; and 
	 
	"(2) establishing executive instrumentalities or agencies which such States deem desirable for the effective implementation of such agreements or compacts. Such agreements or compacts shall be binding and obligatory upon any State or party thereto without further approval by the Congress.". 
	 
	SEC. 7204. DEADLINES FOR COMPLIANCE. 
	 
	(a) New Requirements. -- Each State which submits a management program for approval under section 306 of the Coastal Zone Management Act of 1972, as amended by this Act (including a State which submitted such a program before the date of the enactment of this Act), shall demonstrate to the Under Secretary of Commerce for Oceans and Atmosphere compliance with the requirements of section 306(d)(14) and (15) of that Act by not later than 2 years after the date of the enactment of this Act. 
	 
	(b) Land Use Management Program Guidelines and Regulations. -- Within 180 days after the date of the enactment of this Act, the Under Secretary of Commerce for Oceans and Atmosphere shall issue guidelines for coastal States to follow in developing a program under section 306B of the Coastal Zone Management Act of 1972, as amended by this Act. Within 18 months after that date of enactment, the Under Secretary shall promulgate regulations governing the receipt, review, and approval of programs under that sect
	 
	SEC. 7205. PACIFIC ISLAND STATE DEMONSTRATION PROJECT. 
	 
	(a) Authorization. -- There is authorized to be appropriated not more than $100,000 for each of fiscal years 1991 through 1995 for use by one Pacific island coastal State to develop a draft joint Federal-State resource management plan for ocean resources lying 3 to 12 miles from the baseline from which [*H10198] its territorial sea is measured. Amounts appropriated under this section may not be used to develop a plan affecting fishery resources subject to management under the Magnuson Fishery Conservation a
	 
	(b) Report. -- At the end of fiscal year 1995, the Pacific island coastal State which develops a management plan pursuant to subsection (a) shall transmit the plan to the Congress. 
	 
	SEC. 7206. REFERENCE. 
	 
	A reference in any law, regulation, record, map, or paper or other document to the Coastal Zone Management Act of 1972 may be construed to be a reference to such Act, as amended by this Act. 
	 
	SEC. 7207. FEDERAL AGENCY CONSISTENCY. 
	 
	The consistency requirements of section 307 of the Coastal Zone Management Act (16 U.S.C. 1456) shall apply to Federal agency activities or federally permitted activities under title I of the Marine, Protection, Research, and Sanctuaries Act of 1972, if the Federal activity or permitted activity affects land uses, water uses, or natural resources of the coastal zone. 
	 
	Subtitle C -- Clean Beaches 
	 
	SEC. 7301. SHORT TITLE. 
	 
	This subtitle may be cited as the "Beaches Environmental Assessment, Closure, and Health Act of 1990". 
	 
	SEC. 7302. FINDINGS AND PURPOSES. 
	 
	(a) Findings. -- The Congress finds that -- 
	 
	(1) the Nation's beaches are a valuable public resource used for recreation by millions of people annually; 
	 
	(2) the beaches of coastal States are hosts to many out-of-State and international visitors; 
	 
	(3) tourism in the coastal zone generates billions of dollars annually; 
	 
	(4) as of the year 2000, as much as 80 percent of the Nation's population may be living within 50 miles of the coast; 
	 
	(5) increased population has contributed to the decline in the environmental quality of coastal waters; 
	 
	(6) pollution in coastal waters is not restricted by State and other political boundaries; 
	 
	(7) each coastal State has its own method of testing the quality of its coastal recreation waters, providing varying degrees of protection to the public; and 
	 
	(8) the adoption of standards by coastal States for monitoring the quality of coastal recreation waters, and the posting of signs at beaches notifying the public during periods when the standards are exceeded, would enhance public health and safety. 
	 
	(b) Purpose. -- The purpose of this subtitle is to require uniform procedures for beach testing and monitoring to protect public safety and improve the environmental quality of coastal recreation waters. 
	 
	SEC. 7303. WATER QUALITY CRITERIA FOR COASTAL RECREATION WATERS. 
	 
	Section 304(a) of the Federal Water Pollution Control Act (33 U.S.C. 1314(a)) is amended by adding at the end the following: 
	 
	"(9) Coastal recreation waters. -- (A) The Administrator, after consultation with appropriate Federal and State agencies and other interested persons, shall review and revise within 1 year after the effective date of this paragraph (and from time to time thereafter) water quality criteria for coastal recreation waters. The criteria shall be based on a national goal of eliminating human health risks posed from pathogens in those waters, and until that goal is met shall ensure the protection of public health.
	 
	"(B) Not later than 9 months after the date on which the Administrator publishes revised water quality criteria for coastal recreation waters under subparagraph (A), the Administrator shall publish regulations specifying methods to be used by States to test coastal recreation waters, during periods of use by the public, for compliance with standards adopted or effective under section 303(i). The regulations shall include -- 
	 
	"(i) requirements for the frequency of testing based on whether particular waters subject to testing are used frequently, moderately, or occasionally; 
	 
	"(ii) methods for detecting short-term increases in pathogens in coastal recreation waters 
	resulting from rainfall, malfunctions of wastewater treatment works, and other causes; and 
	 
	"(iii) requirements for testing based on proximity of particular waters to pollution sources. 
	 
	"(C) Not later than 9 months after the date on which the Administrator publishes revised water quality criteria for coastal recreation waters under subparagraph (A), the Administrator shall publish regulations that require States to post signs on beaches adjoining coastal recreation waters during periods when those waters do not comply with applicable water quality standards, which notify the public of that noncompliance and potential risks. A State may delegate responsibility for posting of coastal recreat
	 
	"(D) The Administrator, after consultation with appropriate Federal and State agencies, shall develop and publish within 1 year after the effective date of this paragraph guidance on uniform assessment and monitoring procedures for floatable materials in coastal recreation waters. 
	 
	"(E) For purposes of this paragraph -- 
	 
	"(i) the term 'coastal recreation waters' means waters in the coastal zone (as that term is 
	defined in section 304 of the Coastal Zone Management Act of 1972) commonly used by the public for swimming, bathing, or other similar primary contact purposes; and 
	 
	"(ii) the term 'floatable materials' means any matter that may float or remain suspended in the water column, and includes plastic, aluminum cans, wood, bottles, and paper products.". 
	 
	SEC. 7304. WATER QUALITY STANDARDS FOR COASTAL RECREATION WATERS. 
	 
	Section 303 of the Federal Water Pollution Control Act (33 U.S.C. 1313) is amended by adding at the end the following: 
	 
	"(i) Water Quality Standards for Coastal Recreation Waters. -- 
	 
	"(1) State water quality standards. -- Not later than 2 years after the date on which the 
	Administrator publishes revised water quality criteria for coastal recreation waters under section 304(a)(9)(A), each State shall adopt and submit to the Administrator for approval under this section water quality standards based on those criteria for coastal recreation waters of the State. 
	 
	"(2) Failure of state to adopt water quality standards. -- If a State fails to adopt water quality standards in accordance with paragraph (1), the criteria published by the Administrator under section 304(a)(9) shall take effect as water quality standards for coastal recreation waters of the State until such time as the State adopts its own water quality standards. 
	 
	"(3) Coastal recreation waters defined. -- For purposes of this subsection, the term 'coastal recreation waters' has the meaning that term has in section 304(a)(9).". 
	 
	SEC. 7305. STUDY TO IDENTIFY INDICATORS OF HUMAN-SPECIFIC PATHOGENS IN COASTAL RECREATION WATERS. 
	 
	(a) Study. -- The Administrator of the Environmental Protection Agency, in cooperation with the Under Secretary of Commerce for Oceans and Atmosphere, shall conduct an ongoing study to provide additional information to the current base of knowledge, for use for – 
	 
	(1) developing better indicators for directly detecting in coastal recreation waters the presence of bacteria and viruses which are harmful to human health; and 
	 
	(2) revising the criteria for coastal recreation waters under section 304(a)(9)(A) of the Federal Water Pollution Control Act (as amended by this Act). 
	 
	(b) Report. -- Not later than 3 years after the date of the issuance of revised criteria under 
	section 304(a)(9) of the Federal Water Pollution Control Act (as amended by this Act), and periodically thereafter, the Administrator of the Environmental Protection Agency shall submit to the Congress a report describing the findings of the study under this section, including -- 
	 
	(1) recommendations for any necessary revisions to water quality criteria for coastal recreation waters; 
	 
	(2) a description of the amounts and types of floatable materials in coastal waters and on coastal beaches, and of recent trends in the amounts and types of such floatable materials; and 
	 
	(3) an evaluation of State efforts to implement this title. 
	 
	SEC. 7306. PARTICIPATION OF STATE COASTAL ZONE MANAGEMENT PROGRAMS. 
	 
	(a) Technical Assistance. -- Each coastal zone management agency of a State with an approved coastal zone management program under section 306 of the Coastal Zone Management Act of 1972 shall provide technical assistance to local governments within the State for ensuring that coastal recreation waters and beaches are as free as possible from floatable materials. 
	 
	(b) Clean-up of Coastal Recreation Waters and Beaches. -- Section 306A of the Coastal Zone Management Act of 1972 (16 U.S.C. 1455a) is amended -- 
	 
	(1) by adding at the end of subsection (b) the following: 
	 
	"(4) Reduction of floatable materials. -- Reduction of floatable materials in the State's coastal recreation waters, by -- 
	 
	"(A) managing adjacent land uses so that floatable materials are not introduced into those 
	waters; 
	 
	"(B) encouraging public participation in reducing the amount of floatable materials that enter coastal recreation waters; and 
	 
	"(C) sponsoring clean-up events at public beaches."; 
	 
	(2) in subsection (c)(2) -- 
	 
	(A) by striking "and" after the semicolon at the end of subparagraph (D); 
	 
	(B) by striking the period at the end of subparagraph (E) and inserting "; and"; and 
	 
	(C) by adding at the end the following: 
	 
	"(F) the acquisition of beach and coastal recreation water clean-up equipment."; and 
	 
	(3) by adding at the end the following: 
	 
	"(e) Definitions. -- In this section -- 
	 
	"(1) the term 'coastal recreation waters' has the meaning that term has in section 304(a)(9) of the Federal Water Pollution Control Act; and 


