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PREFACE

This 5 volume compilation contains historical documents pertaining to P.L. 101-508,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

Pertinent documents include:

Committee reports

Differing versions of key bills
The Public Law

Legislative history

© 0 © O

The books are prepared by the Office of Legislation and Congressional Affairs and are
designed to serve as helpful resource tools for those charged with interpreting laws
administered by the Social Security Administration.
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OMNIBUS BUDGET RECONCILIATION ACT
OF 1990

REPORT

OF THE

COMMITTEE ON THE BUDGET
HOUSE OF REPRESENTATIVES

TO ACCOMPANY

H.R. 5835

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

together with

ADDITIONAL, MINORITY, AND DISSENTING VIEWS

OcroBer 16 (legislative day, Ocroeer 15), 1990.—Committed to the Com-
mittee of the Whole House on the State of the Union and ordered to be
printed

U.8. GOVERNMENT PRINTING OFFICE
WASHINGTON : 1990
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PROVIDING FOR RECONCILIATION PURSUANT TO SEC-
TION 4 OF THE CONCURRENT RESOLUTION ON THE
BUDGET FOR THE FISCAL YEAR 1991

Ocroexr 16, (legislative day, Ocrosxr 15), 1990.—Committed to the Committee of
the Whole House on the State of the Union and ordered to be printed

Mr. PANETTA, from the Committee on the Budget,
submitted the following

REPORT
together with
ADDITIONAL, MINORITY, AND DISSENTING VIEWS

[To accompany H.R. 5835]

(Including cost estimate of the Congressional Budget Office)

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

STATEMENT oF THE COMMITTEE ON THE BUDGET

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

VoOTE OF THE COMMITTEE IN REPORTING THE BILL

In compliance with clause 20X2XB) of rule XI of the Rules of the
House of Representatives, the following statement is made relative
to the vote of the Committee in reporting the bill. H.R. 5835 was
ordered reported by the Committee on October 15, 1990, by voice
vote, without recommendations, with a quorum being present.

(o))
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BupceT AUTHORITY AND CosT ESTIMATES, INCLUDING ESTIMATES OF
CONGRESSIONAL BUDGET OFFICE

In compliance with clause 7(a) of rule XIII and clause 21X3XC) of
rule XI of the Rules of the House of Representatives, the Commit-
tee provides that information furnished by the Congressional
Budget Office on H.R. 5835, and required to be included therein,
;}illll appear in the explanation of the various titles contained in the

INFLATIONARY IMPACT STATEMENT

With respect to clause 2(1X4) of rule XI of the Rules of the House
of Representatives, the Committee believes that H.R. 5835 would
not have an inflationary impact on prices and costs in the oper-
ation of the general economy.



TrrLe IV—COMMITTEE ON ENERGY AND COMMERCE

HOUSE OF REPRESENTATIVES,
CoMMITTEE ON ENERGY AND COMMERCE,
Washington, DC, October 15, 1990.
Hon. LEON E. PANETTA,
Chairman, Committee on the Budget,
House of Representatives, Washington, D.C. 20515

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

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

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

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

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

Thank you for your cooperation in these matters.

Sincerely,
JoHN D. DINGELL,
Chairman.

TasLE or CONTENTS

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. 4001-4013).
Subpart B—Payment for Other Items and Services (Sec. 4021-4027).
Subpart C—Miscellaneous Provisions (Sec. 4031-4032).

Part 2—Provisions Relating to Parts A and B.

(63)
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Subpart A—Peer Review Organization (Sec. 4101-4106).
Subpart B—Other Provisions (Sec. 4121-4125).
Part 3—Provisions Relati:;slto Beneficiaries. (Sec. 4201-4202).
Part 4—Standards for Medicare Supplemental Insurance Policies (Sec. 4301-4309).

Subtitle B—Medicaid Program

Part 1—Reduction In Spending (Sec. 4401-4403).
Part 2—Protection of Low-Income Medicare Beneficiaries (Sec. 4411).
Part 3—Improvements In Child Health (Sec. 4421-4426).
Part 4—Nursing Home Reform Provisions (Sec. 4431).
Part 5—Miscellaneous Provisions.
Subpart A—Payments (Sec. 4441-4448).
Subpart B—Eligibility and Coverage (Sec. 4451-4458).
Subpart C—Health Maintenance Organizations (Sec. 4461-4465).
Subpart D—Demonstration Projects and Home, and Community-Based Waivers
(Sec. 4471-4474).
Subpart E—Miscellaneous (Sec. 4481-4485).

Subtitle C—Energy and Miscellaneous User Fees

Part 1—Energy (Sec. 4501-4502).

Part 2—Railroad User Fees (Sec. 4511).

Part 3—Travel and Tourism User Fees (Sec. 4521).
Part 4—EPA User Fees (Sec. 4531-4532).
Additional Views.

PURPOSE AND SUMMARY

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

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

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

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

BACEGROUND AND NEED FOR LEGISLATION

The Concurrent Resolution on the Budget—Fiscal Year 1991
(H.Con.Res. 310, adopted October 9, 1990) provides for unspecified
savings in the Medicare program over the period FY 1991 through
FY 1995. The Budget Resolution assigns this savings target to both
this Committee and the Committee on Ways and Means, without
instructions as to how much is to be achieved in Part A, which is
not within the jurisdiction of this Committee, and how much is to
be achieved in Part B, which is within the jurisdiction of both com-
mittees. Therefore, this Committee does not have a specific target
for the Medicare savings it must achieve. The net savings from this
Committee are consolidated with the net savings from the Commit-
tee on Ways and Means to determine whether the target has been
met. The Committee is concerned that the increases in Part B pre-
miums and deductibles assumpted by the Budget Resolution and
contained in this bill will impose a disproportionately heavy finan-
cial burden on low-income Medicare beneficiaries. Accordingly, the
Committee bill includes a provision to pay the Part B premiums of
beneficiaries with income below 125 percent of the Federal poverty
level and liquid assets of $4,000 or less. The Committee also re-
mains concerned that continual reductions in payments to provid-
ers of service, without adequate evaluation of the effects of prior
reductions, may impact on enrollees in the form of reduced quality
of care or barriers to accessibility.

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

HEARINGS

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

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

CoMMITTEE CONSIDERATION

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

CoMMITTEE OVERSIGHT FINDINGS

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

COoMMITTEE ON GOVERNMENT OPERATIONS

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

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

through 1995.
U.S. CONGRESS,

CONGRESSIONAL BUDGET OFFICE,
Washington, DC, October 15, 1990.

Hon. JouN D. DINGELL,
Chairman, Committee on Enerfy and Commerce,
House of Representatives, Washington, DC.

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

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

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

Sincerely,
RoBERT D. REISCHAUER,
Director.
ENERGY AND COMMERCE: RECONCILIATION PROVISIONS
[By fiscal yoa. in miklions of doblars)
1991 1992 . 1993 1934 1995 ,,'9"3'95
SUBTITLE A—PROVISIONS RELATING TO THE MEDICARE
PROGRAM
Part 1—Provisions Relating to Part B
4001 Payments for Overvalued Procedures.............oe. —115 =190 210 =235 260 —1010
4002 Payments for radiology SEIVICES ..............oo.coomemeruvuerconeee —87 153 -176 —194 =229 —837
4003 Payments for anesthesia SEIVICES ...............owrrrseres =35 -5 -5 ~60 —65 - 265

4004 Payments for pathology SEVICES ............ccoccovevcerrrrres —10 -10 —-15 —-15 -15 —65
4005 Payments for certain other physician services. .. Lo=95 =155 1715 =190 215 —830
4006 Update for physicians services.................. —195 -390 —475 525 590 2175
4007 Charges of new physicians and practitioners =55  —105 —125 —140 155 — 580
4008 Payment for technical components of diag =20 =35 -3 -40 ~45 -175

4009 Reciprocal billing arrangements for physicians ... .. 0 0 0 0 0 0
4010 Aggregation rule for claims for similar physicians

Services . 0 0 0 0 0 0
4011 Practicing physicians advisory council * ................... .. 0 0 0 0 0 0
4012 Release of medical review SCTeens ....................... 0 0 0 0 0 0
4013 Technical corrections reating to physician payment....... 0 0 0 0 0 0

4021 Payments for hospital outpatient services:
a. Outpatient capital .. ~—B5 -9 -85 -90 -80 —410
b. Qutpatient services .o =115 15 180 -210 245 —500
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ENERGY AND COMMERCE: RECONCILIATION PROVISIONS—Continued

[By fiscal year, in millions of dotars)

91 e 193 e qes L
4022 Payments for durable medical equipment -170 =305 380 445 490 1790
4023 Payment for clinical laboratory services .... -95 15 -15 =200 225 -850
4024 Coverage of nurse practitioner in rural areas 3 ] 5 5 6 23
4025 Clarifying coverage of eyeglasses following cataract
surgery -30 -4 -50 -5 -5 -230
4026 Coverage of injectible drugs for cateoporosis ................. 1 1 0 0 0 2
4027 Conditions of cataract surgery afternatives demonstra-
tion 0 0 0 0 0 0
4031 Medicare carrier notice to State medical boards.............. 0 0 0 0 0 0
4032 Technical and miscellaneous corrections to part B......... 0 0 0 0 0 0
Subtotal —1083 1828 —-2129 —-2389 2663 —10092
Part 2—Provisions Relating to Parts A & B
4101 PRO coordination with camiers ...................... 0 0 0 0 0 0
4102 Confidentiality of peer review defiberations 0 0 0 0 0 0
4103 Role of peer review in hospital transfers........ 0 0 0 0 0 0
4104 Peer review notice 0 0 0 0 0 0
4105 Notice to State medical boards of adverse actions.......... 0 0 0 0 0 0
4106 Carner notice 1o State medical boards ..................c.o.. 0 0 0 0 0 0
4121 Extension of medicare secondary payor provisions:
4. ESRD to 18 months -% -5 60 —65 65 —295
' b. Extension of disabled secondary payer provisions......... 0 -50 -—780 —800 —830 —20980
4122 Provisions relating to HMO'S ...............ooocovvcerrrnrreen (*) () (2) (2) () (%)
4123 Demonstration project for staff-assisted home dialysis.... | | 0 0 0 2
4124 Extension of reporting deadline for Alzheimer's disease
demonstration project 0 0 0 0 0 0
4125 Miscellaneous technical corections.............c...curevrnnnen 0 0 0 0 0 0
Subtotal -4 624 -840 865 —895 3213
Part 3—Provisions Relating to Beneficiaries
4201 Part B premium ® ~215 =310 -1320 -25%0 -3965 8520
4202 Change in part B deductile...................ccccoorororn. —-350 50 560 570 580 —2610
Subtotal ; —-625 —920 -—1880 -—3160 -—4545 —11130
Part 4—Standards for Medicare Supplemental Insurance
Policies
4301 Simiification of Medicare supplemental policies 1 ... 0 0 0 0 0 0
4302 Requiring approval of State for sale in the State......... 0 0 0 0 0 0
4303 Preventing duplication 0 0 0 0 0 0
4304 Loss ratios ? 0 0 0 0 0 0
4305 Uimitation on certain sales commissicns...................... 0 0 0 0 0 0
4306 Clarification of treatment of plans offered by health
maintenance organizations . 0 0 0 0 0 0
4307 Probibition of certain discriminatory practices................ 0 0 0 0 0 0
4308 Health insurance advisory service for medicare. Denefi.
‘claries................ . 0 0 0 0 0 0
4309 Additional enforcement through Public Health Service
Act.. ; 0 0 0 0 0 0
Subtotal 0 0 0 0 0 0
-Medicare subtotal —1730 —3312 4849 —6414 8103 —24.495
Subtitle B—Medicaid Program
Part 1 —Reductions in Spending
4401 Reimbursement for prescrived GUgS.............c....... =100 =250 —445 510 740 2105
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ENERGY AND COMMERCE: RECONCILIATION PROVISIONS—Continued
By fiacal Y8, in mlions of dollars]

Totat
1981 1992 1983 1984 1985 1991-85

4402 Requiring Medicaid payment of premiums and cost-
sharing for enroliment under group heatth plan where cost
effective -85 —160 -205 -—250 —305 -—1005

4403 Computer matching and privacy protection amend-
ments

0 =15 =3 -4 -4 -1

Part 2—Protection of Low-income Medicare Beneficiaries
441) Medicaid payment for premiums for Medicare benefici-

aries with incomes below 125 percent of poverty .............. 200 285 360 470 595 1910
Part 3—improvements in Child Heatth
442] Phased-in mandatory coverage of children up to 100
percent of poverty 10 55 105 160 230 560

4422 Mandatory continuation of benefits for pregnant

women through post-partum and certain infants through-

out first year of life 15 30 35 3 40 155
4423 Mandatory use of Outreach locations other than

wetfare offices . 9 50 55 55 60 2
4424 Presumptive elighility . 1 1 2 2 2 [}
4425 Role in paterity Geterminations ....................cuervresersesee () (*) (*) (*) (*) (*)
4426 Report and transition on errors in eugibuity determina-

tions O U] *) 0 0 0 0

i
Part 4—Nursing home reform provisions

443) Medicaid nursing home PEFOMM ..............ccccrvecmernersssssssee -1 -2 -2 =2 -3 -10
444] State Medicaid matching psyments through voluntary
contributions and State taxes
4442 Disproportionate share hospitals .... ..
4443 Nternate State payment adiustmenls to as;momon
ate share hospitals
4444 Minimum payment adjustment for certain dispropor-
tionate share hospitals in IHinois
4445 Federally qualified heatth centers....
4446 Haspice payments
4447 Limitations on desatlowance of certain inpatient psychi-
atric hospital services
4448 Treatment of interest on indiana disaiowance
445] Optiona! payment of premiums for “COBRA"
ation coverage where cost effective.....
4452 Provisions relating to spousal impoverish
4453 Disregarding German reparation payments
eligibiiity treatment of income under the Medicaid Pro-
gram
4454 Amendments reiating fo Medicaid transition provision....
4455 Clarifying effect of hospice eleCtion................ocooccurerrene
4456 Clarification of application of 133 percent income limit
o medically needy
4457 Codification of coverage of rehabilitation services .........
4458 Personal care services in Minnesota....................
4461 Requirements for heatth maintenance organizations ........
4462 Heatth maintenance organization special rules...............
4463 Extension and expansion of Minnesota prepaid demon-
stration

4464 Treatment of Dayton area heatth plaN.............ccoococcec e
465 Treatment of cortain county-operated heatth insuring

organizations .
447] Waiver authority for demonstrations to protect aseets
through private long-term care insurance... -
un TMMMMWMMdMGI
hospital services
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ENERGY AND COMMERCE: RECONCILIATION PROVISIONS—Continued

(B fiscal yuar, in millions of doltars)

199 1 1m3 1 g J
4473 Home and community-based services waivers:
(1) Clarity definition of room and board........... 0 0 (1 0 0 0
(2) Treatment of persons with mental retardati
related condition in a decertified facility ........ 0 0 (1 0 0 0
(3) Scope of respite care 0 0 (1 0 0 0
(4) Permitting adjustment in estimates to take into
account preadmission screening requirement................ 0 0 0 0 0 0
74 Provisions relating to frail elderty demonstration
project waivers:
{2) Expansion of waivers .. (*) (*) ® (*) (*) (*)
(b) Application of special improvement ryle.............. (2 (¥ (8 (3 (%) "
448] Right to setf-determination with respect 1o heal (*) 1 1 1 1 4
4482 Provisions relating to quality of physician services (®) 1 1 1 1 4
4483 Clarification of authority of inspector general..... 0 (1 0 0 0 0
4484 Notice to State medical boards when adverse
taken 0 1 0 0 0 0
4485 Miscellaneous provisions (®) (*) {(*) 0 0 (2)
Medicaid Subtolal Bl 10 -I4 1% -8 -3
SUBTITLE C—(OTHER PROVISIONS
4502 NRC fees (offsetting receipts) ... e =287 =298 =310 =323 336 154
4511 Railroad safety user fees (oﬂumng ruzmts) . =20 =35 =3 -3 -4 - 169
4521 U.S. travel and tourism user fees (oﬂsenng rwts) o =10 ~18 -18 -2 -18 -85
453] EPA yser fees (offsetting receipts).... - -4 -5 -5 -5 -5 -
Other total direct spending effects...........cses =321 =357 =369 386 399 —1832
Direct spending total =2017 <3719 -5332 -6934 -—B8662 —260664
State and local effects -85 180 -2 -295 =325 1160

1 No direct spending would result from this provision, but a small smount (less than $500,000) would be required from funds subject to

tion Committee action.
or saving estimated at less than $500

'PlﬂB promium amounts: 1991, 330% 1992, $32.20; 1993, $37.00;.1994, $41.70; 1995, $44.70.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1X4) of rule XI of the Rules of the House of
Re resentatives, the Committee states that the reported bill will
uce inflation by reducing Medicare and Medicaid program out-

lays by over $27 billion over the next 5 years.

SECTION-BY-SECTION ANALYSIS
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PART 2—PROVISIONS RELATING TO PARTS A AND B
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Subpart B—Other Provisions
Section 4121—Extension of secondary payor provisions

Under current law, individuals who become disabled and eligible
to receive benefits under the Social Security Act are entitled to
Medicare benefits after they satisfy a waiting period. Similarly, in-
dividuals with end stage renal disease may become entitled to Med-
icare benefits after an initial waiting period. In both cases, the
Medicare program is a secondary payer to any private health in-
surance benefits that such individuals may have.

(a) Extension of renal disease period from 12 to 18 months.—The
Committee bill would extend provisions of current law with respect
to Medicare as a secondary payer to private health benefits for per-
sons with End Stage Renal Disease. The current requirement for
private coverage to remain primary for 12 months would be ex-
tended to 18 months, effective for group health plan years begin-
ning on or after January 1, 1991.

(b) Elimination of sunset for transfer of data provision.—This
provision of the Committee bill would extend the authority for

edicare contractors (intermediaries and carriers) to inquire of em-
ployers concerning the coverage of any group health benefits to
which an individual may be eligible in order to apply the Medicare
secondary payer rules more effectively.

(¢) Elimination of sunset on application to disabled benefici-
aries.—The Committee bill would extend the expiring authority for
private group health benefit plens to be designated the primary
payer for covered individuals who are also entitled to Medicare
benefits because of a disabling condition. The sunset provision in
current law of December 31, 1991 for this provision would be delet-
ed.
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PART 3—PROVISIONS RELATING TO BENEFICIARIES

Section 4201—Part B premium

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

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






Subtitle B—Medicaid Program
PART 1—REDUCTIONS IN SPENDING
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Section 4408—Computer matching and privacy revisions

For a discussion of this provisior, see House Report 101-768 (to
accompany H.R. 5450).

PART 2—PROTECTION OF LOW-INCOME MEDICARE BENEFICIARIES

Section 4411—Extending Medicaid payment for Medicare premiums
for certain individuals with income below 125 percent of the of-
ficial poverty line :

Under current law, States are required to pay Medicare premi-
ums (including the Part A premium where applicable), deductibles,
and coinsurance tor eiderly and dicabled Medicare beneficiaries
whose incomes are at or below 100 percent of the Federal poverty
line arid whose countable resources are at or below twice the re-
source standard used under the Supplemental Security Income
(SSI) program ($4000 for an individual). Federal Medicaid matching
funds are available to States, at the regular matching rates for
services, for these Medicare cost-sharing expenses on behalf of
qualified Medicare beneficiaries. This Medicare buy-in require-
ment, enacted in the Medicare Catastrophic Coverage Act of 1988,
is being phased in. As of January 1, 1991, almost all States will be
required to provide this coverage to Medicare beneficiaries with in-
comes at or below 95 percent of the poverty level.

Part 3 of subtitle A of the Comnmiittee bill would increase the
monthly Part B premium to $30.90 per month in 1991, and $46.70
per month by 1995. In addition, the bill would raise the Part B de-
ductible from $75 to $100. These cost-sharing increases will have a
disproportionate impact on low-income beneficiaries who are not

rotected under current law, especially those with incomes just

low and a little above the poverty level ($6,280 per year, or $523
per month for an individual, $8,420 per year or $702 per month for
a couple). In the view of the Committee, the Federal government
should not ask poor and near-poor Medicare beneficiaries to bear
the brunt of increases in cost-sharing obligations intended to
reduce the Federal deficit.

The Committee bill would extend Medicaid coverage for Medi-
care Part B premiums to beneficiaries with incomes below 125 per-
cent of the Federal poverty level and countable resources at or
below twice the SSI level. Unlike qualified Medicare beneficiaries
under current law, these individuals would not be entitled to have
payment made on their behalf for Medicare deductibles or co-insur-
ance. To avoid further fiscal stress on State budgets, the cost of this
Premium buy-in requirement would be fully assumed by the Feder-

government in the form of a 100 percent Medicaid matching
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rate. This requirement would take effect on January 1, 1991, the
date on which the Part B premium would begin to increase under
Part 3 of Subtitle A of the Committee bill.

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






DISSENTING VIEWS ON THE MEDICAID. RECONCILIATION
SECTION

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

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

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

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

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

NoRrMAN F. LENT.
CARLOS J. MOORHEAD.
BILL DANNEMEYER.
THOMAS J. BLILEY, Jr.
JACK FIELDS.
MicHAEL G. OXLEY.
Howarp C. NIELSON.
DAN SCHAEFER.

JOE BARTON.

SoNNY CALLAHAN.

J. ALEX MCMILLAN.
EpwaRrD MADIGAN.



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

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

This CBO treatment of this last change deserves special com-
ment. Although this provision simply maintains current law, the
Committee has counted this as a significant revenue raiser—$8.6
billion over 5 years—because the provision in current law expired
on October 1. In my opinion, an extension of current law should
not count toward our overall deficit reduction goal. This is but one
example of the “smoke and mirrors” approach in this reconcilia-
tion package.

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

ing.

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

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

My point is a simple one: Some day, all the many special interest
groups that care about the future of Medicare—those who repre-
sent the Medicare patient as well as the physicians and hospitals
who provide the Medicare services—will have to adopt a new strat-

(148)
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egy. That strategy will require these organizations to identify spe-
cific and deep cuts in the discretionary domestic portion of the
budget. They will have to confront upper middle class artists and
affluent farmers in the halls of Congress. Congress will have to
choose between slashing Medicare reimbursement rates or elimi-
nating the National Endowment for the Arts.

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

EXPANDING MEDICAID DURING A BUDGETARY CRISIS

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

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

Rather than using questionable cost estimates from the Congres-
sional Budget Office and the Office of Management and Budget—
which have embarrassed this Committee in the past—to justify the
expansion of existing programs, we should be looking for ways to
exceed the budgetary savings required in the budget resolution. In
fact, I offered two amendments to do just this, and both were re-
jected by the Committee. One amendment would have allowed my
home State of California to move forward with its own cost-effi-
cient approach to nursing home reform for Medicaid recipients who
reside 1n these facilities. The State of California estimates that its
own ambitious approach would deliver the same quality of care to
nursing home residents in a more cost-effective manner. Indeed, ac-
cording to the CBO, my amendment would have reduced Federal
Medicaid outlays by $280 million over the next five years.

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

My other amendment would have eliminated the Medicaid ex-
Rflansion for children up to the age of twelve. As with many other

edicaid expansions in recent years, this one begins modestly, cost-
ing only $30 million in the first year, but rapidly escalates to more
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than $330 million annually by 1995. Again, the Committee, in its
business-as-usual mode, rejected my amendment to keep the pro-
gram at its present size.

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

BiLL. DANNEMEYER.

BUDGET RECOVERY ACT
{in billions of doilars}
Fiscal year—
Functions Sy
1980 1981 1992 1993 1994 1995
National defense:
2996 2891 2891 2891 2891

0 2999 2941 2891 2891 2891
Savings ? ~124 268 -367 526
international affairs:

BA 19.0 134 140 145 15.0

0 155 119 126 13.0 131
Savings 2 -59 ~62 64 66
Science, space, I(ld technology:

BA } . 146 147 149 15.0 15.2 153 s

0 142 143 U5 146 148 149 ...
Savings -9 ~12 -15 =20 =25 -8l
Energy:

BA 49 49 50 5.0 5.1 5.1

0 33 33 34 34 34 35
Savings -] <10 -1 =19 -18 70
Natura! resources and environment:

BA 117 18.0 18.2 184 18.6 L. J—

0 178 18.0 182 184 186 188 ...
Savings -9 14 18 20 -24 -85
Agricutture:

BA 139 147 177 186 179 170 ...

0 125 131 137 143 14.9 143 .
Savings ~-10 -33 -14 -2 0 -59
Commerce and housing credit:

BA 179 855 85.4 416  —65

0 157 81.0 814 397 =92
SAVINGS ...ooo oo seeese s ee s s e 0 0 0 0 0
Transportation:

BA 312 315 38 321 325 k7% J—

0 295 298 301 304 307 30
Savings ~9 —19 2] -3 —44& 136
Community and regional development:

BA. 98 92 89 9.0 95

0 83 83 84 83 84
Savings -3 -2 -4 -5
Education, training, employment and social services:

BA..... 404 423 436 444 46.3

0 383 411 413 423 4l
Savings -1 =11 =11 -13
Health:

BA 61.1 66.3 139 813 89.6

0. 58.2 65.5 131 80.3 815
Savings 0 -2 -6 -4
Medicare:

BA 1162 1224 1335 1475 1619 1172 ...
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BUDGET RECOVERY ACT—Continued
[ billions of doltars)
Fiscol yoor—
Functions Syrs
1990 1991 1992 1993 1994 1995
0 969 1049 1200 1344 1505 1680 ...
Savings 2 0 0 0 0 0 0
Income security:
BA 1849 1968 2026 2109 2197 2266 ...
0 1485 1552 1622 1695 1771
Savings -53 56 -58 82 -71 -320
Social Security:
BA 3066 3395 3670 3962 4215
0 2487 2663 2837 3014 3189
Savings 0 0 0 0
Veterans benefits and services: .
BA 306 319 31 ul 3.1 360 .
0... 294 315 326 kX ] 359 35 ...
Savings -2 -1 -2 -4 -6
Administration of justice:
BA 124 135 13.6 138 140 )L T 2
0 10.5 120 12,5 130 136 .
Savings -8 =11 -19 -18 -18 80
General government
BA 120 117 119 117 117
0 10.6 111 113 114 115
SVINGS ......oooeoeccees oo s nre e s e et e -6 -1 -4 -5
Net interest: BA/O 1814 1934 2013 2006 2082
SVINES ..ottt e e e -24 -59 95 -138
Und. Off. Repts.: BA/O ~367 386 407 M4 M)
Savings 0 0 -0 0
Total:
BA 1,3375 14606 15257 15494 15672
0 12625 13223 13686 13823 13863
Savings ~330 -59 -726 -—98
Revenues B 10442 11214 10942 12086 13630
Deficit + ~2183 2009 -1744 137 -233
ADDENDA
Program savings:
Defense * v =124 =268 367 526 624 -—1909
Foreign aid 2 w =59 62 —-64 66 -69 -320
Medicare and Medicaid 0 0 0 0 0 0
Retirement (Social Security, Federal. military).......c..occooo...... 0 0 0 0 0 0
Unemployment 0 0 0 0 0 0
Veterans comp. and benefits 0 0 1] 0 0 0
Other entitiements 3 -53 =37 40 =52 -38 -20
Nondefense discretionary & =70 -153 -160 186 -223 -192
Net interest -24 =59 95 138 -185 501
Totat outlays reductions -330 519 726 -9%8 1139 342
Tax increases 0 0 0 0 0 0

! Freezes defense spending for § years at fiscal year 1991 BA level assumed by

* Reduces annudl foreign aid amounts by one-thwrd.

* Entitiements allowed 10 grow annuatly by 9.1 percent. 5.1 parcent, S percent, X percen
1981 and 1 percent each year thereatter, this results in a 4.5 percent anwal cap on combined income security

¢ Deficit levels assumed to be revised G-R-H targets for each ysar.

S ] percent growth peneralty aliowed each year.

- B
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TrrLE XI—COMMITTEE ON VETERANS' AFFAIRS

U.S. House or REPRESENTATIVES,
COMMITTEE ON VETERANS' AFFAIRS,
Washington, DC, October 18, 1990.
Hon. LEON E. PANETTA,
Chairman, Committee on the Budget,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: Yesterday the committee approved changes
in existing law under its jurisdiction in order to meet the reconcili-
ation instructions contained in the Budget Resolution. The commit-
tee recommendations meet the target for savings in the first year,
and the five-year savings will exceed the target by a substantial
amount.

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

Sincerely,
G.V. (SoNNY) MONTGOMERY,
Chairman.

TrTLE XI—COMMITTEE ON VETERANS' AFFAIRS

217)






SUBTITLE P—~MISCELLANEOUS

Require Mandatory Disclosure of Social Security Numbers

Current law does not require claimants for benefits administered
by the Department of Veterans Affairs to provide Social Security
?_lumbers to the Department as part of their application for bene-

ts.

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

U.S. CONGRESS,

CoNGRESSIONAL BUDGET OFFICE,
Washington, DC, October 12, 1990.
Hon. G.V. MONTGOMERY,
Chairman, Committee on Veterans’ Affairs,
House of Representatives, Washington, DC.

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

The estimates included in the attached table represent the 1991-
1995 effects on the federal budget and on the budget resolution
baseline of the Committee’s legéslative proposals affecting spend-
ing. CBQ understands that the Committee on the Budget will be re-



224

sponsible for interpreting how savings contained in these legisla-
tive proposals measure against the budget resolution recontiliation
instructions.

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

Sincerely,
James L. BLum
(For Robert D. Reischauer, Director).

PROVISIONS REDUCING SPENDING IN PROGRAMS WITHIN THE JURISDICTION OF THE HOUSE

COMMITTEE ON VETERANS' AFFAIRS
(Ovtiays i oniions of doltars]
Section 1991 1992 1983 1980 1995 Syew bt
DIRECT SPENDING SAVINGS
11001. Limit inheritance of Benefits by Remote Heirs ........ ~125 ~154 -~12 0 0 -2

11002. Eliminate Pension Disabifity Presumption at Age 5. 17 -39 -60 -89 108 -313
11003. Reduce Pension to Medicaid Nursing Home Ress  -22 -84 18 0 0 -1u

dents.
11004, €nd Benefits for Remarried Surviving Spouses ....... ~19 45 =72 100 -131 -3
11005, 4.5% COLA Rounded Down with 1Mo, Delay and -~ 49 B -9 -0 -9 M

Repayment in FY 1992.
1011, ~113 192 —19 —135 -5 —TH
1012 -6 —19 0 0 0 -8
11013, -3 —10 0 0 0 -5
11021 Limdt Voc. Rehab. to Vets. Rated 20% or More... —20 —40 -4 —40 -4 —I1&
11031, File MHLP Claims Prior 10 Resale..............cor... R . '
11032, IananFeabyOSPuwnagePum,er -6 -5 - 2 5 -6
11033, -10 -3 . 7 -1
11034, 12 12 -8 -4 1 -3
11041, -3 o~ - - - D
11042, -2 -3 % =% -3 -
11051, -8 -0 —185 198 -197 18
11052. ~10 35 -6 100 —126 -3

—4 -1 -9 -12 -15 ~47

-621 790 663 74 798 3602
-620 645 670 695 —120 33X
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TrrLe XII AND XIII—WAYS AND MEANS

House OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC, October 15, 1990.
Hon. LEON PANETTA,
Chairman, Committee on the Budget,
House of Representatives, Washington, DC.

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

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

With warm regards, I am,

Sincerely,
DaN RoSTENKOWSKI,
Chairman.
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SusTITLE C—PROVISIONS RELATING TO MEDICARE PARTS A AND B

8. Medicare secondary payer

As a result of changes made in OBRA '89, the Department of
Health and Human Services is able to use data provided by the
Social Security Administration and the IRS to improve identifica-
tion and collection of Medicare secondary-payer cases. This infor-
mation is trticularl useful for identifying spouses of beneficiaries
who may covered by an employer th plan. This provision,
scheduled to ire after September 30, 1991, would be extended
through September 30, 1995.
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Medicare is secondary payer for disability beneficiaries who are
covered by a “large group health plan.” A large group health plan
may not take into account that an active, disabled individual is en-
titled to this provision. This provision, scheduled to expire before
January 1, 1992, would be extended through September 30, 1995.

SUBTITLE D—PROVISIONS RELATING TO MEDICARE PART B PREMIUM
AND DEDUCTIBLE

1. Part B premium

The Part B premium would be set as follows: $32.40 in 1991,
$36.000 in 1992, $40.50 in 1993, $44.00 in 1994 and $46.50 in 1995.

2. Part B deductible

The Part B deductible would be increased to $100 in 1991, $125
in 1992 and in subsequent years.

SuBTITLE E—UsgR FEES

3. Social Security Overpayments

Recovery of Overpayments from Former Social Security Benefici-
aries through Tax Refund Offset.—The Social Security Administra-
tion would be authorized to recover overpayments from former
social security beneficiaries by having the IRS offset the former
beneficiary’s tax refund. This authority would remain in effect so
long as the existing Government-wide tax refund offset program re-
mains in effect (currently, until January 10, 1994).
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TITLE XIII—REVENUE PROVISIONS






241

SuBTITLE C—OTHER REVENUE INCREASES



242

6. Employment Tax Prouisions

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

The Committee agreed to increase the cap on wages subject to
the HI payroll tax to $73,000 for 1991, as compared with a project-
ed 354,300 under present law. As under present law, the cap is in-
dexed according to changes in average wages in the economy.

B. Coverage of State and local Government Employees Under Medi-
care

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

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

The Committee agreed to a provision requiring Social Security
coverage for State and local employees who are not covered under
a retirement plan offered by a State or local employer. The provi-
gi(;)n 51389 effective with respect to services performed after September

, 1990.

E. Payroll Tax Deposit Stabilization

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






I1. DETAILED EXPLANATION OF PROVISIONS
TrrLe XII—CoMMITTEE ON WAYS AND MEANS: SPENDING

(245)









270

Subtitle C—Provisions Relating to Medicare Parts A and B



Sec. 12202—Medicare Secondary Payer

Present Law

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

Medicare is secondary payer to certain employer health plans for
aged and disabled beneficiaries. Medicare is also secondary e?iyer
to employer group health plans for items and services provi to
end stage renal disease (ESRD) beneficiaries during the first 12
months of a beneficiary’s entitlement to Medicare on the basis of
ESRD.

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

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

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

This provision is scheduled to expire after September 30, 1991.

(b) Medicare as Secondary Payer for the Disabled—Medicare is
secondary payer for disability beneficiaries who are covered by a
“large group health plan”. A large group health plan may not take
into account that an active, disabled individual is entitled to this
provision.

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

Explanation of Provision

(a) Identification of Medicare Secondary Payer Situations—The
provision, scheduled to expire after September 30, 1991, would be
extended through September 30, 1995.

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

Effective Date
Effective upon the date of enactment.

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

Sec. 12301—Part B Premium

Present Law

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

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

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

um is $28.60.
Proposed Amendment to Summit Agreement
The Part B premium would be set as follows: $32.40 in 1991,
$36.00 in 1992, $40.50 in 1993, $44.00 in 1994 and $46.50 in 1995.
Effective Date
For premiums beginning January 1, 1991.

Subtitle E—User Fees
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Explanation of Provisinn

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

Present Law

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

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

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

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

After the agency notifies the IRS of its final determination, the IRS

reduces the amount of the individual’s income tax refund, if any;

pays this amount to the agency; and notifies the individual of the

ﬁount by which his tax refund has been reduced to repay his
ebt.

Explanation of Provision

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

n successful. ‘

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

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

Effective Date

The proposal would take effect January 1, 1991, and would
remain in effect as long as the existing, government-wide offset re-
mains in effect (currently, until January 10, 1994).
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TITLE XIII—REVENUE PROVISIONS
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Subtitle C. Other Revenue Increases
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6. Employment Tax Provisions

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

Present Law

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

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

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

Reasons for Change

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

Explanation of Provision

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

Effective Date
The provision is effective on January 1, 1991.
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b. Extending Medicare coverage of, and application of hos-
pital insurance tax to, all State and local government

employees (sec. 13342 of the bill and sec. 3121 of the
Code)

Present law

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

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

Reasons for Change

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

Explanation of Provision

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

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

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

Effective Date

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

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

Present Law

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

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

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

Reasons for Change

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

Explanation of Provision

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

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

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

Effective Date

The provision is effective with respect to services performed after
September 30, 1990.



360

e. Payroll tax deposit stabilization (sec. 13345 of the bill
and sec. 6302(g) of the Code)

Present Law

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

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

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

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

Reasons for Change

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

Explanation of Provision

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

Effective Date

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

A. VorE oF THE COMMITTEE

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

B. OVERSIGHT FINDINGS

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

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

C. OVERSIGHT BY THE COMMITTEE ON GOVERNMENT OPERATIONS

In compliance with clause 2(X3XD) of Rule XI of the Rules of the
House of Representatives, the Committee states that no oversight
findings and recommendations have been submitted to this Com-
mittee on Government Operations with respect to the provisons
contained in Titles XII and XIII.
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D. INFLATIONARY IMPACT

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

E. BupGetr ErrecTS OF THE BILL
1. COMMITTEE ESTIMATES

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

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

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

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

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

TABLE 1.—COMMITTEE ON WAYS AND MEANS RECONCILIATION INSTRUCTION AND RECONCILIATION
LEGISLATION AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS

(By fiscal yuar, in billions of doiars)

1991 1992 1993 1994 1995 Syenr
Reconciliation tnstruction
Revenues —13225 135 —24080 —28950 —28450 —118800
Outiays -332 Q45 11870 —14148 17020 55603
Unspecified Deficit Reduction......................... —2.000 —3.000 —4.000 —'5.000 —6.000 —20.000
Committee Total_.............oocccoccieees —18545 36380 —39.910 —48.098 51470 —194.403
Budget Effects of the Reconciliation Legis-
lation As Reported by the Commitiee on
Ways and Means
Medicare
Medicare Program................ccccoocurvnenns —3.268 —5712 —1.22 —8.042 —8823 —33.08
Medicare Beneficiaries .......................... —1.040 —2450 -37% — 4695 —5285 —11.220
Total Medicare................o.ooooccccceenns —4.308 —8162 —10992 12737 14108 50307
Social Security (Overpayments) .................... 0.000 —0.043 ~0.028 0.000 0.000 —0.0Nn
Customs Service User Fees.......................... 0.000 —0.572 —0.562 —0.568 —0.5%0 —2292
IRS User Fees —0.045 —0.045 —0.045 —0.045 —0.045 —0.225
PBGC —0.120 -0.130 —0.130 ~0.130 —0.130 ~0.640
Revenues —~19400 —31600 —27.900 —32200 33600 —144700
Committee Total.............cccoccccsnnnns —23873  —40550 —39.657 —45680 48473 198235

Note: Minus sign denctes a reduction in the deficit—outiay reduction or revesue imcresse.
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TABLE 2. MEDICARE PROVISIONS
(By ocal yoo, I milions of dolas)

1991 #4992 1993 1994 1995 Syear
Part A
. Hospital Capital —15%, PPS FY81 (10/ —810 =120 0 0 0 —930
90).
. Hospital Update—wage/regional ad........... —495 —2105 -0 —2820 —-3045 —11175
—2.0% for FYS1 (1/91)
—1.5% net FY92;, capital 100%,
—3.55% update
—1.0% in FY83
. DRG Payment Window of 72 hours (1/ ~15 —135 -150 —165 —185 -10
91).
4. Graduate Medical Education (7/91)........... -3 -10 -85 ~15% ~165 —515
5. PPS-Exempt HOSDIalS ............oooeveerrviririrennnns —60 -1 -10 0 0 —145
6. Cont. FYSO payment policies 11/1-12/ —425 0 0 0 0 —425
31/90.
Total—Part A ... — 1900 - 2505 — 2965 3135 —33985 13900
Part B
. Overpriced Physician Procedures
50% in FY91....... 25 —410 ~45 —500 —555 —2165
RAPs — 6% in - 160 ~ 265 —295 —35 —385 — 1455
Subtotal—Overpriced  Proce- —~410 —675 —145 —85%0 -940 — 3620
dures.
. Physician UpBate..............ccceoveererrseeeeenis -235 — 500 —610 —675 —155 =275
0% in 81; primary care/floor
2% in 92
. Other Physician Provisions
New physicians -5 —95 —110 —125 —135 —515
Assistants at Surgery . -30 -5 -55 —60 —65 —260
Interpretation of EKGs 1/92) ............. 0 -135 -2 —250 =215 —885
Subtotal—Other Physicians ....... ~ 80 —280 -390 —435 —475 —1660
10. Hospital Outpatient Services.................o.c... ~218 —436 -52 ~415 —360 —2010
Capital at —15% thre 12/93 (10/
90)
Services at — 2% thre 12/93 (10/
90)
Surg./Rad. lmits to 33/67% (1/
91)

. Durable Medical Equipment —185 -351 —431 —502 — 548 —2017
12. Clinical Laboratory Services -85 =115 - 250 -300 —340 -115%
13. Cont. FY30 —1/4% policy 11/1-12/ =10 0 0 0 0 -10

31/90.
Total—Part B....cooccoocerrrececrenn —1343 — 20417 — 2947 =-an ~3418 13302
Part A and B
14, ESRD.... -25 ~40 —40 —40 —40 —185
15. Secondary Payer Extensions........ 0 —150 —1290 — 1690 —1970 —5700
Total—Part Aand B..... . - —190 —1330 —1730 —2010 — 5885
Total—Medicare Program .............. —3268 —5112 —1242 — 8042 —8823 —33087
Medicare Beneficiary Provisiens
16. Part B Premium Increases Set—ad hoc —6% —1560 — 2650 —3565 —4125  —-12.590
ncrease.
17. Part B Deductible $100 in CY9]. $100 in -3% - 890 —1100 —1130 —1160 — 4630
92-95. .
Total—Medicare Beneficiaries ........ —1040 - 150 —3750 -~ 4695 —5285 —17,220

fote: (date) denctes effective date of Uhe provison
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TABLE 3. —BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE COMMITTEE ON
WAYS AND MEANS ON OCTOBER 10, 1990

[Fiscal Years 1991-1995. in billions of doktars)

ftem Etfective 1991 1992 1993 1994 1995 1991-95

A Deficit Reduction Provisions:
1. Energy taxes:
4. Motor fuels tax (5
cents; 9 cents -
after 7/1/91) * ... 12/1/90 53 93 9.0 91 91 418
b. 2-cent petroleum
fax (exemptions
for manufacturing,
feedstocks, and
home heating oil) .. 1/1/91 1.6 23 23 24 24 110
Increase tobacco taxes
by 4 cents per pack in
1991 and by 4 cents
perpackin 1993 ... 1/1/9] 0.6 08 15 15 15 59
Beer, wine, and distilled
spirits taxes 2 ... 1/1/91 15 21 21 21 21 99
. 10% luxury excise tax 3. 1/1/9] 03 05 0.6 0.7 0.7 28
Expand ozone-depleting
chemical excise tax 4.  1/1/91 0.1 0.1 0.1 0.1 01 0.5
6. Loss deductions and
salvage values for
insurance companies (8-
year phasein) .................. 1/1/90 0.3 0.2 0.2 0.2 0.2 11
. Adopt foreign
compliance provisions
including certain
provisions from H.R.
4308 3/20/90 (%) (%) 01 0.1 0.1 03
8. Amortize insurance
policy deferred
acquisition expenses
(OAC) ..o 9/30/90 15 17 17 1.6 15 8.0
Leaking underground
storage tank (LUST)
trust fund (5 years)........ D,/0/E + 30 0.1 0.1 01 01 0.1 0.6
10. Increase Airport Trust
Fund aviation excise

~

@

o o

~

taxes (5 years) ... 12/1/80 14 23 25 27 30 119
11. Increzse harbor
maintenance tax..........  1/1/9] 03 03 04 04 04 18

12. Retiree health with
reversion excise_ increase

0.5 0.2 01 01 (%) 09
13 State and bocal Wi ® .. 1/1/92 ... 07 14 16 16 5.2
14. Corporate Federal tax
underpayments: Disallow
deduction for interest
paid to IRS attributable
to time after 12/31/90...  1/1/91 14 07 0.6 04 09.6 39
15. Certain business tax
provisions:
a. Expand and clarify
reporting and
allocation rules for
certain asset
acquisitions.............  10/10/%0 (%) (%) (%) (%) (%) 01
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TABLE 3.—BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE COMMITTEE ON
WAYS AND MEANS ON OCTOBER 10, 1990—Continued

[Fescal Years 1991-1995, i bilkons of dolars)

Hom Effective 1991 1992 1993 1994 1995 1991-85

b. Require accrual of

redemption

premiusit for

certain preferred

Stk ......oooorerrre 10/10/90 (%) 0.1 01 0.1 01 04
¢. Expand application

of CERT rules to

acquisitions.............. 10/10/90 (®) 01 0.1 0.1 0.1 04
d. Require recognition

of corporate-level

gain in certain

divisive corporate

transactions (5-

year limitation

Period) ........oocecnnns 10/10/90 (%) (®) (*) (®) (*) 02
¢. Clarify treatment

of debt exchanges... 10/10/90 0.1 0.1 0.1 () (%) 0.3

daductions ©................... 1/1/81 0.6 39 4w 45 5.2 18.2
17. Increase Hi wage cap

10 $73,000.......orrirr 1/1/91 09 28 29 31 33 130
18. State and local social

security (OASDI) 10 20 2.2 24 25 2.1 117
19. Increase railroad

retirement tier 2 payroll

taxes 1© (®) (®) (*) 0.1 0.1 0.2
20. Payroll 1ax deposit
SADNZAtION ......coocccernrr e 10 2.2 -32
Subtotals, Deficit
Reduction Provisions ......................... 19.5 321 29.1 335 U9 149.7
B. Progressivity enhancement
Provision:
Increase EITC.............oocooeee. 1/1/91 =01 -1l -12 | -13 -13 —50
Net Deficit Reduction 194 316 219 322 336 1447

Notes: Details may not add fo totals due to rounding. Interaction between or among fems has not been taken into account for the purpose of
this table. In “Effectve” column: D/o/E+ 30=30 days after date of enactment. !

! Railroads subject fo the increase i motor fuels tax with ai revenve from rairoads subject to the tax dedicated to deficit reduction $0% of
motor fuels tax increase dedicated to deficit reduction; 50% dedicated to tighway trust fund (20% of this portion to be akocated to mass transit
account). Each State to receive highway account apportionments and allocilions equal to at least 5% of its contribution attributadle to increased

revenye.
* Increase distiled spirits by $1.50 (to $14/proof galon): double beer v 32 cents/6-pack (§$18/barrel); increase table wine o 25 cents/bottle

($1.27/gation}; increase rates on fortified wines to maintain currentaw ditferentials between rates. i beer and wine fates have
ions for some production by smali domestic wineries and breweries.
* T to ic newly-manufactured items with retail prices above the ing thresholds: sutomobiles— $30,000: boats and yachts—

8100.0001; Jewelry—$5.000; furs—$5,000, and planes—$100,000. Automaes, boats, and pianes used to transport peaple or property for hire are
' ' in 3 follows: 1991—$1.37, 1992—$1.37. 1993—$1.67, 1994~

i
i1
li
i

¢ Thes estimate s presented relative to the Congressional Budget Office (CBO) baseline which assumes extension of the Awport and Airway Trust
Fung (AATF) taxes with the aviation tax reduction trigger in effect. The esiimate reflects the etfects both of removing the trigger and of increasing
the rates of certain of the AATF taxes by 25% as proposed in the Presiden’’s budget.

7 Permit ceriain tas-free transters of excess pension sssets to pay retiree heatth benefits. (Revenwe effect in bilions: 1951 = $0.5; 1992.=$0.3;
1993=30.2, 1994 =3$0.2; 1995=30.1; 1991-35 Total=$1.3.) amly effective for reversions sfter September 30, 1990, increase the reversion
oose tax 10 20% If the does not transier of the reversion to a quafied replacement plan or provide certain benefit increases to
plan part ond retirees of 3t least 25% of the reversion, the reversion tax is 50%. (Revenue effect in bilons. 1991 =Loss of less than $50
million;, 1992 $0.1; 1993 =$0.1; 1994=$0.1; 1995 $0.1; 1991-95 Total= $-0.5.)

® Hi rate=0.8% in 1992, 1.35% in 1993, 1.45% in 1934 and thereafter.

® Disallow itemized deductions in an amouni equal to 3% of AGI in (acess of $100,000 for single retumns, $100,000 for joirt retums, and
$100.000 for head of household returns. Proposal does not apply to mediial expenses, casualty icsses, or imvestment intorest Dussliowance under
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2. STATEMENT REGARDING NEW BUDGET AUTHORITY AND TAX
EXPENDITURE

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

3. COST ESTIMATE PREPARED BY THE CONGRESSIONAL BUDGET OFFICE

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

provided.
U.S. CoNGREss,
CoNGRESSIONAL BUDGET OFFICE,
Washington, DC, October 15, 1990.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means,
United States House of Representatives,
Washington, DC.

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

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

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

Sincerely,
RoBERT D. REISCHAUER,
Director.

TITLE XII—COMMITTEE ON WAYS AND MEANS: SPENDING PROVISIONS-SUBTITLES A THROUGH E AS
REPORTED BY THE COMMITTEE ON WAYS AND MEANS
(By fiscal year, in mitions of doars]

1991 1992 1993 1994 tggs ol 1381-

DIRECT SPENDING
SUBTITLE A—PROVISIONS RELATING TO
MEDICARE PART A
Sec. 12001. Reductions in payments for
capital-related costs of inpatient PPS
hospital services for fiscal year 1991 ... —810 —120 0 0 0 -930
Sec. 12002. Prospective payment hospi-
tals —495 -2,105 -2,710 -2,820 ~3045 11175
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TITLE X!i—COMMITTEE ON WAYS AND MEANS: SPENDING PROVISIONS-SUBTITLES A THROUGH E AS
REPORTED BY THE COMMITTEE ON WAYS AND MEANS—Continued

(By fiacal year, in millons of doltars)

11 1992 1993 1994 1ogs Tl %81
Sec. 12003. Expansion of DRG payment

window =15 -135 -150 —165 ~185 -110
Sec. 12004, Payments for direct gradu-

ate medicial educations costs................. -3 =10 —95 —150 —165 —515
Sec. 12005. PPS-Exempt hospitals ............. ~60 =15 -10 0 0 —145
Sec. 12006. Freeze in payments under

part A through December 31 ................ —425 0 0 0 0 —425

SUBtOLaISUBitIE Ao, —1800 2505  —2965 3135 3395 -—13800

SUBTITLE B—PROVISIONS RELATING TO
MEDICARE PART B
Sec. 12101. Reduction in payments for

overvalued PrOCRUTES .............o.ooeeervren: —250 —410 — 450 —500 —555  —2,165
Sec. 12102. Payment for radiology serv- .

ices —-120 —205 —230 —265 —-295 =115
Sec. 12103. Anesthesia services................. -3 -50 —55 -0 =15 —285
Sec. 12104. Pathlogy services -5 —10 -10 ~15 —15 —55
Sec. 12105, Payments for physicians’

services —235 —500 —610 —675 —75 =215
Sec. 12106 Treatment of new physicians... -50 -95 -10 —125 —135 —515
Sec. 12107. Payments for assistants at

surgery -30 -50 —55 —60 —65 —260
Sec. 12108. Interpretation of electrocar-

diograms 0 —135 —225 —250 -215 —885
Sec. 12111, Payments for hospital outpa-

Nt SBIVICES .......oococeeveesrarsrnnnenree -218 —436 —521 —415 -30 2010
Sec. 12112. Durable medical equipment..... —185 —351 —431 — 502 —58 2017
Sec. 12113, Payments for clinical diag- .

nostic Laboratory tests..............ccorrneee -85 —175 —250 —-300 —340 -1180
Sec. 12114, Reduction in payments

under part B during final 2 months of

1990 -70 0 0 0 0 -0

Subtotal—Subtitle B.......ccco.ococovrinene ~1343 -4l 2847 =3 -3Ale 13302

SUBTITLE C—PROVISIONS RELATING TO
MEDICARE PART A AND B
Sec. 12201. End state enal disease

services -25 —40 —40 -4 —40 —185
Sec. 12202. Extension of secondary

DAY PEOVISIONS .....oocooeve v 0 —~750  —1290 1890 1970 — 5,700

Subtotal—Subitte C.........cooorrvrmrceer ~25 —790 -133% 1730 2010 50885

SUBTITLE D—PROVISIONS RELATING TO MED-
ICARE PART B PREMIUM AND DEDUCTIBLE
Sec. 12301. Part B premium....... 690 1560 —265 3565 —4125 —12590
Sec. 12302. Part B deductible .................. -35 —890 1000 —1130 1160 —4,630
Subtotal—Subtitle D........ocooovrrvrrerirre —1080 2450 3750 4695 5285 17,220
SUBTITLE E—USER FEES
Sec. 12401, 4-year extension of customs

user fees 0 —5n - 562 — 568 ~590 2292
Sec. 12402. S-year extension of internal

TOVRNUE USET fEBS ™ ovvvvevrrrrreneenrnens —45 —45 —45 —45 —4&5 —225
Sec. 12403. Increase in PBGC premium

rates —120 -130 -130 —130 —130 —640
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TITLE XII—COMMITTEE ON WAYS AND MEANS: SPENDING PROVISIONS-SUBTITLES A THROUGH E AS
REPORTED BY THE COMMITTEE ON WAYS AND MEANS—Continued

[By fiscal year, in millions of dolars)

1991 1982 1983 1994 15 ol 1SS
Sec. 12404. Recovery of 0ASDI overpay-
ments by means of reduction in tax
refunds 0 —-43 —28 0 0 -1
Subtotal—Subtitie € ................cooe..... 165 —1790. -~ 165 —143 —765 -3228
Total—Title Xl ...........c.ooooocooenn, -4473 8952 11757 13480 14873 53535
State and local effects................ =25 —45 -120 -200 -~290 — 680

* Revenue increase. Negative sign represents the deficit effect.

U.S. CONGREss,
CoNGRESSIONAL BupGET OFFICE,
Washington, DC, October 15, 1990.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means,
United States House of Representatives,
Washington, DC.

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

Sincerely,
RoBERT D. REISCHAUER



ADDITIONAL VIEWS OF RICHARD GEPHARDT AND LEON E.
PANETTA

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

INTERNATIONAL AFFAIRS (150)

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

GENERAL SCIENCE, SPACE AND TECHNOLOGY (250)

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

ENERGY (270)

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

COMMERCE AND HOUSING CREDIT (370)

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

COMMUNITY AND REGIONAL DEVELOPMENT (450)

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

87
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EDUCATION AND TRAINING (500)

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

INCOME SECURITY (600)

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

VETERANS BENEFITS AND SERVICES (700)

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

We look forward to working with the Congressional Black
Caucus on this important matter.

O






Union Calendar No. 546

101sT CONGRESS
2D SESSION o o 5835

[Report No. 101-881]

To provide for reconciliation pursuant to section 4 of the concurrent resolution on

the budget for fiscal year 1991.

IN THE HOUSE OF REPRESENTATIVES
OcTOBER 16 (legislative day, OcToBER 15), 1990

Mr. PANETTA, from the Committee on the Budget, reported the following bill;

R Ot e W N

which was.committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

A BILL

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

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

This Act may be cited as the ‘“Omnibus Budget Recon-
ciliation Act of 1990”.

SEC. 2. TABLE OF TITLES.

Title I. House Committee on Agriculture.
Title II. House Committee on Banking, Finance and Urban Affairs.
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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 V1. House Committee on the Judiciary.

Title VII. House Committee on Merchant Marine and Fisheres.
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 XITI. House Committee on Ways and Means: Revenues.

HR 5835 RH
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Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.

Sec.
Sec.
Sec.
Sec.

174

TITLE IV—COMMITTEE ON

ENERGY AND COMMERCE

TaBLE OF CONTENTS

Subtitle A—Provisions Relating to Medicare Program and Regulation of

4001.
4002.

4003.

4021.
4022.
4023.
4024.

Medicare Supplemental Insurance Policies

PaeT 1—Provisions RELaTING TO PaRT B
SUBPART A—PAYMENT FOR PHYSICIANS' BERVICES

Certain overvalued procedures.
Radiology services.
Anesthesia services.

. Physician pathology services.
4005.
4006.
4007.
4008.
4009.
4010.
4011.
. 4012.
4013.

Prevailing charges for miscellaneous procedures.

Update for physicians’ services.

New physicians and other new health care practitioners.

Technical components of certain diagnostic tests.

Reciprocal billing arrangements.

Aggregation rule for claims for similar physicians’ services.

Practicing Physicians Advisory Council.

Release of medical review screens and associated screening parameters.
Technical corrections.

SUBPART B—PAYMENT FOR OTHER ITEMB AND SERVICEB

Hospital outpatient services.

Durable medical equipment.

Clinical diagnostic laboratory tests.

Coverage of nurse practitioners in rural areas.

HR 5835 RH
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Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.

Sec.
Sec.

4025

4026
4027

4031
4032

4101
4102
4103
4104
4105
4106

4121
4122
4123
4124

4125

4201
4202
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. Clarifying coverage of eyeglasses provided with intraocular lenses fol-
lowing cataract surgery.

. Coverage of injectable drugs for treatinent of osteoporosis.

. Conditions for cataract surgerv alternative payment demonstration
project.

SUBPART C—MISCELLANEOUS PROVISIONS

. Medicare carrier notice to State nedical boards.
. Technical and miscellaneous provisions relating to part B.

ParT 2—ProvisiONs RELATING TO PaRTs A AND B
SUBPART A—PEER BEVIEW ORGANIZATIONS

. PRO coordination with carriers.

. Confidentiality of peer review deliberations.

. Role of peer review organizations in review of hospital transfers.
. Peer review notice.

. Notice to State medical boards when adverse actions taken.

. Treatment of optometrists and podiatrists.

SUBPART B—OTHER PROVISIONS

. Extension of secondary payor provisions.

. Health maintenance organizations.

. Demonstration project for providing staff assistants to home dialvsis pa-
tients.

. Extension of reporting deadline for Alzheimer’s disease demonstration
project.

. Miscellaneous technical corrections.

ParT 3—PROvVISIONS RELATING TO BENEFICIARIES

. Part B premium.
. Part B deductible.

PART 4—STANDARDS FOR MEDICARE SUPPLEMENTAL INSURANCE POLICIES

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.

Sec.
Sec.

Sec.
Sce.

Sec.

4301
4302
4303
4304
4305
4306

4307

4308
4309

4401
4402

4403

. Simplification of medicare supplemental policies.

. Requiring approval of State for sale in the State.

. Preventing duplication.

. Loss ratios.

. Limitations on certain sales commissions.

. Clarification of treatment of plars offered by health maintenance organi-
zations,

. Prohibition of certain discriminatory practices.

. Health insurance advisory service for medicare beneficiaries.

. Additional enforcement through Public Health Service Act.

Subtitle B—Medicaid Program

Part 1—REpucTiONs IN SPENDING

. Reimbursement for prescribed drugs.

. Requiring medicaid payment of premiums and cost-sharing for enroll-
ment under group health plans where cost-effective.

. Computer matching and privacy revisions.
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PART 2—PROTECTION OF Low-INCOME MEDICARE BENEFICIARIES

4411

4421
4422
4423
4424

4425
4426

4431

4441.
4442.
4443.
4444.
4445.
4446.

4447.

4448.

4451.

4452.
4453.

4454.
4455.
4456,

4457.
4458.

4461

4462

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

PaRT 3—IMPROVEMENTS IN CHILD HEALTH

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

- Mandatory continuation of benefits throughout pregnancy or first year of
life.

- Mandatory use of outreach locations other than welfare offices.

- Presumptive eligibility.

- Role in paternity determinations.

- Report and transition on errors in eligibility determinations.

ParT 4—Nursine Home REForM Provisions

. Medicaid nursing home reform.

PaRT 5—MISCELLANEOUS PROVISIONS
SUBPART A—PAYMENTS

State medicaid matching payments through voluntary contributions and
State taxes.

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

Disproportionate share hospitals: alternative State payment adjustments
and systems. '

Disproportionate share hospitals: minimum payment adjustment for cer-
tain hospitals.

Federally qualified health centers.

Hospice payments.

Limitations on disallowance of certain inpatient psychiatric hospital
services.

Treatment of interest on Indiana disallowance.

SUBPART B—ELIGIBILITY AND COVERAGE

Providing Federal medical assistance for payments for premiums for
“COBRA” continuation coverage where cost effective.

Provisions relating to spousal impoverishment.

Disregarding German reparation payments from post-eligibility treat-
ment of income under the medicaid program.

Amendments relating to medicaid transition provision.

Clarifying effect of hospice election.

Clarification of application of 133 percent income limit to medically
needy.

Codification of coverage of rehabilitation services.

Personal care services for Minnesota.

SBUBPART C—HEALTH MAINTENANCE ORGANIZATIONS

. Requirements for risk-sharing health maintenance organizations under
medicaid.
. Special rules.
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Bec. 4463. Extension and expansion of Minnesota prepaid medicaid demonstration

project.

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

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.

Sec.

Sec.

Sec.
Sec.

4471.
4472.
4473.
4474.

4481.
4482.
4483.

4484.
4485.

4501.
4502.

4511.

4521.

4531.
4532.

- -*BUBPART P—DEMONSTRATION PROJECTH AND HOME AND GOMMUNITY-BASED

WAIVERS

Medicaid long-term care insurance demonstration projects.

Timely payment under waivers of freedom of choice of hospital services.
Home and community-based services waivers.

Provisions relating to frail elderly demonstration project waivers.

SUBPART E—MIBCELLANEOUS

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

Improvement in quality of physician services.

Clarification of authority of Inspector General.

Notice to State medical boards when adverse actions taken.

Miscellaneous provisions.

Subtitle C—Energy and Miscellaneous User Fees

ParT 1—ENERGY

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

PaRT 2—RAI1LROAD User FrEs
Amendments to Federal Railroad Safety Act of 1970.
Papr 3—TrAVEL aND TourisM User FEEs
United States travel and tourism user fee.

ParT 4—EPA User Fres

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

2
3
4

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

SEC. 4121. EXTENSION OF SECONDARY PAYOR PROVISIONS.

(a) EXTENSION OF RENAL DiseaseE PEriop FroM 12
TO 18 MONTHS.-—Sectiop 1862(b)(1)(C) of the Social Securi-
ty 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 (ii).

(c) ELIMINATION OF SUNSET ON APPLICATION TO
D1sABLED 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)D” and inserting “(ui)ID)” and “(ii)()”, re-
spectively,

(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() of such Act (42

U.S.C. 1395p(1)) 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.—
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(1) The amendment made b); 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.
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PART 3—PROVISIONS RELATING TO
BENEFICIARIES
SEC. 4201. PART B PREMIUM.

(a) $1 INCREASE IN PrEMIUM FOR 1991.—Notwith-
standing any other provision of law, but subject to subsec-
tions (b) and (f) of section 1839 of the Social Security Act,
the amount of the monthly premium under such section, ap-
plicable 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.

(b) PREMIUM FOR YEARS 1992 THROUGH 1995.—Sec-
tion 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 in-
serting ‘“1996"".
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3 Subtitle B—Medicaid Program
4 PART 1—REDUCTIONS IN SPENDING
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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
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records are used in a matching program, no recipient agency,
non-Federal agency, or source agency may suspend, termi-
nate, reduce, or make a final denial of any financial assist-
ance or payment under a Federal benefit program to such
individual, or take other adverse action against such individ-
ual, as a result of information produced by such matching
program, until—
“(A)(1) 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 identifica-
tion and amount of benefits paid by the source
agency under a Federal benefit program; and

“(IT) there is a high degree of confidence
that the information provided to the recipient
agency is accurate;

“(B) the individual receives a notice from the
agency containing a statement of its findings and in-
forming the individual of the opportunity to contest

such findings; and
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“(C)i) the expiration of any time period estab-
lished for the program by statute or regulation for the
individual to respond to that notice; or

“(i1) in the case of a program for which no such
period is established, the end of the 30-day period be-
ginning on the date on which notice under subpara-
graph (B) is mailed or otherwise provided to the
individual.

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

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

“(B) whether such individual actually has or had
access to such asset or income for such individual's
own use; and

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

‘“(8) 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 para-

graph.”.

HR 5835 RH



O O 2 & Ot B W D -

pd ek ek ek ped ed ek ek femd ped
O ® I DA N A W O = O

327

(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)@E)TI) 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 de-
termines that there is not a high degree of confidence
that information provided by that agency under Federal
matching programs is accurate; or

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

ance under subsection (b).
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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 OFFI.
CIAL POVERTY LINE.

(a) ENTITLEMENT.—Section 1902(a)(10)(E)(ii) of the
Social Security Act (42 U.S.C. 1395b(a)(10)(E)(i})) is amend-
ed 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 incéme 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) FEpERAL PAYMENT OF FuLL COSTS OF ADDITION-
AL MEpicaL AssISTANCE.—The last sentence of section
1905(b) of such Act (42 U.S.C. 1396d(b)) is amended by in-
serting before the period at the end the following: “and with
respect to amounts' expended for medicare cost-sharing de-
scribed in subsection (p)(3)(A)(i) for individuals described in
section 1902(a)(10)(E)@)ID)’ .

(c) APPLICATION IN CERTAIN STATES AND TERRITO-
RIES.—Section 1905(p)(4) of such Act (42 U.S.C.
1396d(p)(4)) is amended—

HR 5835 RH



329
(1) in subparagraph (B), by inserting “‘or
1902(a)(10)(E)Gi)(IL)" after “subparagraph (B)”, and

(2) by adding at the end the following:
“In the case of any State which is providing medical assist-
ance to its residents under a waiver granted under section
1115, the Secretary shall require the State to meet the re-
quirement 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 ben-
eficiary’ also includes an individual described in section
1902(a)(10)(E)Gi)II).”.

(¢) DELAY IN CounTING SociaL SEcURITY COLA IN-
crREases UNTIL NEw POVERTY GUIDELINES PUB-
LISHED.—

(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)” after

“supplementary social security income program’’,

and
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(B) by adding at the end of paragraph (2) the
following new subparagfaph:

“(D)() In determing under this subsection the income of
an individual who is entitled to monthly ihsurance benefits
under title IT for a transition month (as defined in clause (i)
in a year, such income shall not include any amounts attrib-
utable to an increase in the level of monthly insurance bene-
fits payable under such title which have occurred pursuant to
section 215(i) for benefits payable for months beginning with
December of the previous year.

“@) For purposes of clause (i), the term ‘transition
month’ means each month in a year through the month fol-
lowing 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 amend-

ed—

(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
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manner as they apply to determinations of income under sec-
tion 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 regula-
tions 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 begin-

ning with January 1991.
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TITLE XI—COMMITTEE ON

11001.
11002.

11003.

11004.

11005.

11011.
11012.
11013.

VETERANS’ AFFAIRS

TABLE OF CONTENTS

Subtitle A—Limitation on compensation, DIC, and Pension

Limitation on compensation benefits for certain incompetent veterans.

Elimination of presumption of total disability in determination of pen-
sion for certain veterans.

Reduction in pension for veterans receiving Medicaid—covered nursing
home care.

Ineligibility of remarried surviving spouses or married children for rein-
statement of benefits eligibility upon becoming single.

Limitations relating to disability compensation cost—of-living increases.

Subtitle B—Health-Care Benefits

Medical-care cost recovery.
Copayment for medication.
Modification of health-care categories and copayments.

Subtitle C—Education and Employment
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Sec.

Sec.

Sec.

Sec
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. 11021. Limitation of rehabilitation program entitlement to service-disabled vet-

erans rated at 20 percent or more.

Subtitle D—Housing and Loan Guaranty Assistance

. 11031. Manufactured homes.
Sec.
Sec.

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

anteed under title 36.
11034. Eligibility

Subtitle E—Burial and Grave Marker Benefits

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

Subtitle F—Miscellaneous

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

11052. Willfull misconduct in line of duty.

11053. Mandatory reporting of social security numbers by benefits claimants
and uses of death information by the Department of Veterans Af-
fairs.
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Subtitle F—Miscellaneous

SEC. 11051. USE OF TAX RETURN INFORMATION TO VERIFY
INCOME FOR PURPOSES OF NEEDS-BASED BEN-
EFITS AND SERVICES OF THE DEPARTMENT OF
VETERANS AFFAIRS.

(a) D1scLOSURE OF Tax INFORMATION TO DVA.—(1)
Subparagraph (D) of section 6103(1)(7) of the Internal Reve-
nue 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:
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“(vili)() 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;

“(I) parents’ dependency and indemnity
compensation provided under section 415 of title
38, United States Code;

‘(I  health-care services furnmished 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 c#ses, only wage and self-
employment 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
ProcraMs.—(1) Chapter 53 of title 38, United States Code,

is amended by adding at the end the following new section:
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“§ 3117. Use of income information from othér agencies:
notice and verification

“(a) The Secretary shall notify each applicant for a ben-
efit or service described in subsection (c) of this section that
income information furnished by the applicant to the Secre-
tary may be compared with information obtained by the Sec-
retary from the Secretary of Health and Human Services or
the Secretary of the Treasury under section 6103(1)(7)(D)(viii)
of the Internal Revenue Code of 1986.

“(t;) 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(0)(7)(D)(viii) of the Internal Revenue Code of 1986, ter-
minate, deny, suspend, or reduce any benefit or service de-
scribed in subsection (c) of this section until the Secretary
takes appropriate steps to verify independently information
relating to the following:

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

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

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

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

tion are the following:
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“(1) Needs-based pension benefits provided under
chapter 15 of this title or any other law administered
by the Secretary.

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

“(3) Health-care services furnished under sections
610(2)(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 dis-
abilities, not rated as total.

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

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

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

“((1) If funds appropristed to the Department of Vet-
erans Affairs for general operating expenses for any fiscal
year do not include sufficient amounts provided for the pur-
pose of carrying out this section during that fiscal year, the
Secretary shall pay the expenses of cai'rying out this section
during that fiscal year (to the extent that such general oper-
ating expenses appropriations are insufficient for that pur-
pose) from amounts available to the Department for the pay-
ment of compensation and pension.

@) 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 fur that fiscal
year which are to be available for the purpose of carrying out
this section, such supplemental appropriations for such pur-
pose shall (to the extent available) be used to reimburse ap- -
propriations provided for payment of compensation and pen-
sion for any expenses previously charged against such appro-
priations for the administration of this section.

“(g) The authority of the Secretary to obtain informa-
tion from the Secretary of the Treasury or the Secretary of

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

ber 30, 1992.”.
(2) The table of sections at the beginning of such chap-

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

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

(c) Notice T0 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 para-
graph (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 com-
pared with information obtained by the Secretary from the
Secretary of Health and Human Services or the Secretary of
the Treasury under section 6103(1)(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 Serv-
ices or the Secretary of the Treasury under section
6103(1)(7)(D)(viii) of the Internal Revenue Code of 1986 (as
added by subsection (a)) until such notification under para-

graph (1) is made.
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SEC. 11053. MANDATORY REPORTING OF SOCIAL SECURITY
NUMBERS BY BENEFITS CLAIMANTS AND USES
OF DEATH INFORMATION BY THE DEPART-

MENT OF VETERANS AFFAIRS.
(8) 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:
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“(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 6f such person and
the social securify 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 as-
signed.

“(2) The Secretary shall deny the application of or ter-
minate 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
HuManN Services DeEaTH 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:

HR 5835 RH



W WO 1 A Ot s+ W D -

CHEE I I T - T O S o S e S e ol ool con g
Ot B W D = O ® M -1 3 Otk W N = O

801
“8 3118. Review of Department of Health and Human

Services death information

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

‘(1) determining whether any such persons are
deceased;
“(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, in-
cluding death information available to the Secretary of
Health and Human Services from a State, pursuant to a
memorandum of understanding entered into by such Secretar-
ies.”.

(2) The table of sections at the beginning of such chap-
ter is further amended by adding at the end the following:

“3118. Review of Department of Health and Human Services death information.”.
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1 TITLE XII—COMMITTEE ON WAYS

2

Sec.

Sec.
Sec.

Sec.

Sec.

Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

AND MEANS: SPENDING

TABLE OF CONTENTS OF TITLE

Subtitle A—Provisions Relating to Medicare Part A

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

12002. Prospective payment hospitals,

12003. Expansion of DRG payment window.

12004. Payments for direct graduate medical education costs.

12005. PPS-exempt hospitals.

12006. Freeze in payments under part A through December 31.

Subtitle B—Provisions Relating to Medicare Part B

PART 1—PAYMENT FOR PHYBICIANS' SERVICES

12101. Reduction in payments for overvalued procedures.
12102. Payment for radiology services.

12103. Anesthesia services.

12104. Pathology services.

12105. Payments for physicians’ services.

12106. Treatment of new physicians.

12107. Payments for assistants at surgery.

12108. Interpretation of electrocardiograms.

ParT 2—OTHER ITEMS AND SERVICES

12111. Payments for hospital outpatient services.

12112. Durable medical equipment.

12113. Payments for clinical diagnostic laboratory tests.

12114. Reduction in payments under part B during final 2 months of 1990.

Subtitle C—Provisions Relating to Medicare Parts A and B

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

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

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.

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

Subtitle E—User Fees

12401, 4-year extension of Customs user fees.

12402. 5-year extension of Internal Revenue & -vice user fees.

12403. Increase in PBGC premium rates.

12404. Recovery of OASDI overpayments by means of reduction in tax re-
funds.

Subtitle F—Government-Sponsored Enterprises

12501. Financial safety and soundness of Government-sponsored enterprises
and Government corporations.
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Sec. 12502. Congressional Budget Office study.
Subtitle G-—Public Debt Limit

Sec. 12601. Increase in public debt limit.
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15  Subtitle C—Provisions Relating to
16 Medicare Parts A and B
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20 SEC. 12202. EXTENSION OF SECONDARY PAYOR PROVISIONS.
21 (a) IDENTIFICATION OF MEDICARE SECONDARY
22 PAYOR SITUATIONS.—

23 (1) Section 1862(b)(5)(C)(iii) of the Social Security
24 Act (42 U.S.C. 1395y(b)(5)(C)(iii)) is amended by strik-
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ing ‘“September 30, 1991” and inserting ‘“‘September
30, 1995".
(2) Section 6103(1)(12)(F) of the Internal Revenue
Code of 1986 1s amended—
(A) in clause (i), by striking “September 30,
1991 and inserting “September 30, 1995”;
(B) in clause (1)), by striking “1990” and
inserting “1994”’; and
(C) in clause (i)(II), by striking ‘“1991” and
inserting ‘“1995”.

(b) MEDICARE SECONDARY PAYOR FOR THE Dis-

ABLED.—Section 1862(b)(1)(B)(iii) of such Act (42 U.S.C.
1395y(b)(1)(B)(iii)) 1s 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 De-
ductible

SEC. 12301. PART B PREMIUM.

Section 1839(e)(1) of the Social Security Act (42 U.S.C.

1395r(e)(1)) i1s amended—

(1) by inserting “(A)” after “(e)(1)”’, and
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1 (2) by adding at the end the following new sub-
2 paragraph:

3 “(B) Notwithstanding the provisions of subsection (a),
4 the monthly premium for each individual enrolled under this
5 part for each month in—

6 “(1) 1991 shall be $32.40,

7 “(ii) 1992 shall be $36.00,

8 “(ii1) 1993 shall be $40.50,

9 “(iv) 1994 shall be $44.00, and
10 “(v) 1995 shall be $46.50.”.

16 Subtitle E—User Fees
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SEC. 12404. RECOVERY OF OASDI OVERPAYMENTS BY MEANS
OF REDUCTION IN TAX REFUNDS.

() AppitioNnaL METHOD OF RECOVERY.—Section
204(a)(1)(A) of the Social Security Act (42 U.S.C.
404(a)(1XA)) is amended by inserting after “‘payments to
such overpaid person,” the following: “‘or shall obtain recov-
ery 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 TaAX RE-
FUNDS.—Section 3720A of title 31, United States Code (re-

lating to collection of debts owed to Federal agencies) is

amended—
(1) in subsection (a), by striking “OASDI over-
payment and”’;
(2) by redesignating subsection (f) as subsection
(g); and
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(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 in-
dividual is not currently entitled to monthly insurance bene-
fits under title IT 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 condi-
tions under which the Secretary of Health and Human Serv-
ices is required to waive recovery of an overpayment, as pro-
vided 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 re-
ferred 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 Insur-

HR 5835 RH



© O I S Ov A~ W N =

[ - T - T - T - B - R S S L e o L
Gt > W N = O © W =10 W N = O

922
ance 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 col-
lection 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 PER-

SONS 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
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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 fol-
lowed, in the case of a joint return, to
protect the share of the refund which
may be payable to another person.

“(i) ADJUSTMENTS BASED ON PRO-
TECTIONS 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 subse-

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

ferred 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 Feder-
al Old-Age and Survivors Insurance Trust Fund
or the Federal Disability Insurance Trust Fund,
whichever is certified to the Secretary as appro-
priate 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 in-
dividual 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
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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 amend-
ments made by section 2653 of the Deficit Reduction
Act of 1984 (98 Stat. 1153) do not apply.
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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 CopE.—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—Ezxcise 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.

PapT I—UskB-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
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13221. Taxes on Luxury Items,

PaBT IV—TaAx oN REFINED PETROLEUM PRODUCTS
13231. Tax on refined petroleum products.
Subtitle C—Other Revenue Increases
PART I—INSURANCE PROVISIONS
SUBPART A—PROVISIONS RELATED TO POLICY ACQUISITION COSTS

13301. Capitalization of policy acquisition expenses.

13302. Treatment of nonlife reserves of life insurance companies.

13303. Treatment of life insurance reserves of insurance companies which are
not life insurance companies.

SUBPART B—TREATMENT OF S8ALVAGE RECOVERABLE
13305. Treatment of salvage recoverable.
SUBPART C—WAIVER OF ESTIMATED TAX PENALTIES

13307. Waiver of estimated tax penalties.

PaRT II—COMPLIANCE PROVISIONS

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

13312. Accuracy-related penalty to apply to section 482 adjustments.

13313. Treatment of persons providing services.

13314. Application of amendments made by section 7403 of Revenue Recon-
ciliation Act of 1989 to taxable years beginning on or before July
10, 1989.

13315. Other reporting requirements.

133186. Study of section 482.

Part II—EMPLOYER REVERSIONS

S8UBPART A—TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS TO

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.

Sec.
Sec.
Sec.

EMPLOYERS

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

BUBPART B—TRANSFERS TO RETIREE HEALTH ACCOUNTS

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

PART IV-—CORPORATE PROVISIONS

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

13332. Modifications to regulations issued under section 305(c).

13333. Modifications to section 1060.

13334. Modification to corporation equity reduction limitations on net operat-
ing loss carrybacks.
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13342.

13343.

13344.
13345.

13351.
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Issuance of debt or stock in satisfaction of indebtedness.

Part V—EMPLOYMENT TAX PROVISIONS

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

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

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

Increase in tier 2 railroad retirement taxes.

Deposits of payroll taxes.

ParT VI—MISCELLANEOUS PROVISIONS

Overall limitation on itemized deductions.
Disallowance of deduction for interest on unpaid corporate taxes.
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5 Subtitle C—Other Revenue Increases
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PART V—EMPLOYMENT TAX PROVISIONS
SEC. 13341. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF
WAGES SUBJECT TO HOSPITAL INSURANCE
TAX.
(2) 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
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(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 fol-
lowing new subsection:

“(x) APPLICABLE CONTRIBUTION Bast.—For pur-

poses of this chapter—

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

“(2) HospiTaL INSURANCE.—For purposes of
the taxes impose*f by section 3101(b) and 3111(b), the
applicable contribution base is—

“(A) $78,000 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
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base (as determined under section 230 of the Social
Security Act)”’ and inserting “‘the applicable contribu-
tion base (as determined under subsection (k)™

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

“(k) ApPPLICABLE CONTRIBUTION Base.—For pur-
poses of this chapter—

“(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-
SUBANCE.—For purposes of the tax imposed by sec-
tion 1401(a), the applicable contribution base for any
calendar year is the contribution and benefit base de-
termined under section 230 of the Social Security Act
for such calendar year.

“(2) HospPITAL INSURANCE.—For purposes of
the tax imposed by section 1401(b), the applicable con-
tribution base for any calendar year is the applicable
contribution base determined under section 3121(x)2)
for such calendar year.”

(c) RaiLroap RETIREMENT Tax.—Clause (i) of section
3231(e)(2)(B) is amended to read as follows:
“(i) TIER 1 TAXES.—

“(I) IN GENERAL.—Except as pro-

vided in subclause (IT) of this clause and

in clause (i), the term ‘applicable base’
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means for any calendar year the contri-
bution and benefit base determined
under section 230 of the Social Security
Act for such calendar year.
“I) HOSPITAL  INSURANCE
TAXES.—For purposes of applying so
much of the rate applicable under sec-
tion 3201(a) or 3221(a) (as the case
may be) as does not exceed the rate of
tax in effect under section 3101(b), and
for purposes of applying so much of the
rate of tax applicable under section
3211(a)(1) as does not exceed the rate
of tax in effect under section 1401(b),
the term ‘applicable base’ means for
any calendar year the applicable contri-
bution base determined under section
3121(x)(2) for such calendar year.”
(d) TECHNICAL AMENDMENTS.—
(1) Paragraph (3) of section 6413(c) is amended to
read as follows:
“(3) SEPARATE APPLICATION FOR HOSPITAL IN-
SURANCE TAXES.—In applving this subsection with

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

3201 as is determined at a rate not greater than

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

(2) Sections 3122 and 3125 are each amended by
striking “contribution and benefit base limitation” each
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 AP-
PLICATION OF HOSPITAL INSURANCE TAX TO,
ALL STATE AND LOCAL GOYERNMENT EM-
PLOYEES.
(a) IN GENERAL.—

(1) APPLICATION OF HOSPITAL INSURANCE
TAX.—Section 3121(u)(2) of the Intermal Revenue
Code of 1986 is amended by striking subparagraphs
(C) and (D).
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(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, bﬁt 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 Janu-
ary 1, 1993, the percentage of wages rate of tax under
such sections shall be 0.8 percent (instead of 1.45 per-
cent), and

(2) after December 31, 1992, and before Janu-
ary 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 quali-
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fied 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 “em-
ployment” (as defined for purposes of title IT of such
Act), but only for purposes of providing the individual
(or another person) with entitlement to hospital insur-
ance 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 sub-
section, 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 re-

spect to individuals who are entitled to benefits
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under title XVIII of the Social Security Act

solely by reason of paragraph (1),

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

(C) any loss in interest to such Trust Fund
resulting from the payment of those amounts,

in order to place such Trust Fund in the same position

at the end of such fiscal year as it would have been in

if this subsection had not been enacted.

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

(A) by redesignating. clauses (1) through (3)
as clauses (A) through (C), respectively,

(B) by inserting “(1)”’ after ‘““(g)’’, and

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

“(2) The Secretary, in consultation with State and local
governments, shall provide procedures designed to assure
that individuals who perform medicare qualified government
employment by wvirtue of service described in section
210(a)(7) are fully informed with respect to (A) their eligibil-

ity or potential eligibility for hospital insurance benefits
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(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 indi-
viduals 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 RETIRB
MENT 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 subpara-

graph (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 Ameri-
can Samoa), of any political subdivision thereof, or

of any instrumentality of any one or more of the
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foregoing which is wholly owned thereby, by an
individual who is not & 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;

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

“(ii1) by‘ any individual as an employee
serving on a temporary basis in case of fire,
storm, snow, earthquake, flood, or other
similar emergency;

“(iv) by an election official or election
worker if the remuneration paid in a calen-
dar year for such service is less than $100;
or

“(v) by an employee in a position com-
pensated solely on a fee basis which is treat-
ed pursuant to section 211(c)(2)(E) as a trade
or business for purposes of inclusion of such
fees in net earnings from self-employment;”.

(2) CONFORMING AMENDMENT.—Paragraph (10)
of section 210(a) of such Act (42 U.S.C. 410(a)(10)) is
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1094
amended, in the matter fdllowing 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 subpara-
graph (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 Ameri-
can Samoa), of any political subdivision thereof, or
of any instrumentality of any one or more of the
foregoing which is wholly owned thereby, by an
individual who is not a member of a retirement
system (as defined in section 218(b)4) of the
Social Security Act) of such State, political subdi-
vision, or instrumentality, except that the provi-
sions of this subparagraph shall not be applicable

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

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

“(ii)) by any individual as an employee
serving on a temporary basis in case of fire,
storm, snow, earthquake, flood, or other
similar emergency;

“(iv) by an election official or election
worker if the remuneration paid in a calen-
dar year for such service is less than $100;
or

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

(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)”.
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1 (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

(2) by striking the period at the end of subpara-
graph (E) and inserting in lieu thereof *, and’’; and

2

3

4

5 D);
6

1

8 (3) by adding at the end the following new sub-
9

paragraph:
10 “(F) service described in section 210(a)(7)(F)
11 which is included as ‘employment’ under section
12 210(a).”.
13 (d) EFFECTIVE DATE.—The amendments made by this

14 section shall apply with respect to service performed after

15 September 30, 1990.
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SEC. 13345. DEPOSITS OF PAYROLL TAXES.

() In GENERAL—Subsection (g) of section 6302 1s
amended to read as follows:

‘“(g) DeprosiTs OF SociaL SECURITY TAXES AND
WiTHHELD INCcOME Taxes.—If, under regulations pre-
scribed by the Secretary, a person is required to make depos-
its of taxes imposed by chapters 21 and 24 on the basis of

eighth-month periods, such person shall make deposits of
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such taxes on the 1st banking day after any day on which

such person has $100,000 or more of such taxes for depos-
it.””.

(b) TECHNICAL AMENDMENT.—Paragraph (2) of sec-
tion 7632(b) of the Revenue Reconciliation Act of 1989 is
hereby repealed.

(¢) EFFECTIVE DATE.—The amendments made by this
section shall apply to amaunts required to be deposited after

December 31, 1990.
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Mr. WisE (for himself, Mr. KLECZKA, Mr. BUSTAMANTE, Mr. McCANDLESS, Mr.
CLINGER, and Mr. DysoN) introduced the following bill; which was referred
to the Committee on Government Operations

SEPTEMBER 27, 1990

Reported with an amendment, committed to the Committee of the Whole House
on the State of the Union, and ordered to be printed

(Omit the part struck through and insert the part printed in italic]

A BILL

To amend title 5, United States Code, to ensure adequate
verification of computer matching information that affects
individuals’ eligibility for Federal benefits.

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

2 twes of the United States of America in Congress assembled,
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SECTION 1. SHORT TITLE.
This Act may be cited as the ‘“Computer Matching and
Privacy Protection Amendments of 1990”".
SEC. 2. VERIFICATION REQUIREMENTS AMENDMENT.
(a) IN GENERBAL.—Subsection (p) of section 552a of
title 5, United States Code, is amended to read as follows:
“(p) VERIFICATION AND OPPORTUNITY TO CONTEST
FINDINGS.—(1) In order to protect any individual whose
records are used in a matching program, no recipient agency,
non-Federal agency, or source agency may suspend, termi-
nate, reduce, or make a final denial of any financial assist-
ance or payment under a Federal benefit program to such
individual, or take other adverse action against such individ-
ual, as a result of information produced by such matching
program, until—
“(A)() the agency has independently verified the
information; or
“(ii) the Data Integrity Board of the agency, or in
the case of a non-Federal agency the Data Integrity
Board of the source agency, determines in accordance
with guidance issued by the Director of the Office of
Management and Budget that—
“(I) the information is limited to identifica-
tion and amount of benefits paid by the source

agency under a Federal benefit program; and
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3
“(II) there is a high degree of confidence

that the information provided to the recipient

agency is accurate;

“(B) the individual receives a notice from the
agency containing a statement of its findings and in-
forming the individual of the opportunity to contest
such findings; and

“(C)() the expiration of any time period estab-
lished for the program by statute or regulation

for the indipid-
ual to respond to that notice; or

“(ii) in the case of a program for which no such
period is established, the end of the 30-day period be-
ginning on the date on which notice under subpara-
graph (B) is mailed or otherwise provided to the
individual.

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

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

“3) Notwithstanding paragraph (1), an agency may
take any appropriate action otherwise prohibited by such
paragraph if the agency determines that the public health or
public safety may be adversely affected or significantly
threatened during any notice period required by such
paragraph.”.

(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 Act.
SEC. 3. LIMITATION ON APPLICATION OF VERIFICATION

REQUIREMENT.

Section 552a(p)(1)(A)G)ID of title 5, United States
Code, as amended by section 2, shall not apply to a program
referred to in paragraph (1), (2), orA(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 progam de-
termines that there is not a high degree of confidence
that information provided by that agency under Federal

matching programs is accurate; or
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1 (2) 30 days after the date of publication of guid-

2 ance under section 2(b).
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101st Congress _ Report
HOUSE OF REPRESENTATIVES

2d Session 101-768

COMPUTER MATCHING AND PRIVACY PROTECTION
AMENDMENTS OF 1990

September 27, 1990.--Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Conyers, from the Committee on Government Operations, submitted the
following

REPORT

[To accompany H.R. 5450]

[Including cost estimate of the Congressional Budget Office]

The Committee on Government Operations, to whom was referred the bill (H.R.
5450) to amend title 5, United States Code, to ensure adequate verification
of computer matching information that affects individuals eligibility for
Federal benefits, having considered the same, report favorably thereon with
an amendment and recommend that the bill as amended do pass.

The amendment (stated in terms of the page and line numbers of the
introduced bill) is as follo.ws:

Page 3, beginning at line 4, strike "for contesting the agency’s
determination; or" and insert "for the individual to respond to that notice;

or .



- Explanation of Amendment

Current law requires agencies to suspend any adverse action until the
affected individual has been notified and has had an opportunity to respond.
The amendment clarifies that the period of suspension ends with the period of
time allowed in the notice and not with any additional time period for
contesting an adverse determination. The amendment does not affect any
existing rights under other laws or regulations.

Summ}ary and Purpose

H.R. 5450 revises subsection (p) of the Privacy Act of 1974 as added by the
Computer Matching and Privacy Protection Act of 1988. The effect is to make
two basic modifications to the due process requirements for computer matching
programs. The bill modifies the requirement that all matching information be
independently verified for circumstances in which independent verification is
unnecessary. Also, for benefit programs that have statutory or regulatory due
process requirements, the bill allows those requirements to substitute for
the 30 day notice period otherwise provided for in the Act.

- Committee Action and Vote

H.R. 5450 was introduced by Representative Bob Wise on August 2, 1990 The
Committee on Government Operations ordered the bill reported on September 26,
1990, by unanimous voice vote.

Hearings

A hearing was held on September 11, 1990. Witnesses were William Thurman,
Pennsylvania Department of Public Welfare, representing the American Public
Welfare Association; Commissioner Ron.Lindsey, Texas Department of Human
“Services, representing the American Public Welfare Association; and David A.
Super, Food Stamp Policy Coordinator, Food Research and Action Center.

Discussion
BRIEF SUMMARY OF THE COMPUTER MATCHING ACT
The Computer Matching and Privacy Protection Act of 1988 regulates the use

of computer matching conducted by federal agencies or using federal records |
subject to the Privacy Act of 1974. Computer matching is the computerized
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comparlson of records for (i) establishing or verifying eligibility for a

federal benefit program, or (ii) recouping payments or delinquent debts under

such programs. Computer matching also includés computerized comparisons of

federal personnel or payroll systems. Matches for statistical, research, law
enforcement, tax, and certain other purposes are not subject to the Act.

Computer matching involving federal data can be conducted only pursuant to
matching agreements between the agency providing the data to be matched (the
source agency) and the agency receiving the date (the recipient agency).
Matching agreements must specify the purpose of the legal authority for the
matching program, describe the nature of the match and the expected results,
include procedures used by the recipient agency for notifying individuals
affected by the match and for verifying the information received, and
describe how the records will be protected. |

Informatlon obtained through computer matchmg programs must be.
independently verified by the recipient agency before any adverse action can
be taken. Individuals affected by the matching program must be given notice
and an opportunity to contest any findings resulting from a computer match
prior to the initiation of any adverse action based on the ﬁndmgs The law
currently requires a 30’ day notice period.

The Act requires each federal agency involved in a matching program to
establish a Data Integrity ‘Board composed of senior agency officials. The
Board reviews and approves matching agreements, programs, and activities;
evaluates compliance of matching programs with applicable requirements;
reviews the continued justification for matching; prov1des gtndance and
: ﬁles an annual report' with OMB. :

HISTORY OF THE COMPUTER MATCHING ACT

‘The Computer Matching and Privacy Protection Act of 1988 ‘was enacted in the
100th Congress. 1 The Act was passed because of concerns about due process,
administrative controls over matching, and cost-effectiveness of computer

- matching. These concerns were discussed at length i in the report that
accompamed the orlgmal House bill. 2

NOTE ‘1 Public Law' 100 503, 102 Stat 2507 (Oct. 18 1988). Hearings that
lead to the law include "Computer Matching and Privacy Protection Act of
1987", Hearing before a Subcommittee of the House Committee on Government
‘Operations, 100th Cong., st Sess. (1987) "Computer Matching and Privacy



Protection Act of 1986," Hearing before the Subcommittee on Oversight of

Government Management, Senate Committee on Governmental Affairs, 99th Cong.,
2d sess. (1986). |

NOTE 2 H. Rept. Non 100-802, 100th Congress, 2d sess. (1988) (report to
accompany H.R. 4699). This report is incorporated by reference in its
entirety.

The Act was originally scheduled to be effective on July 19, 1989, nine
months after the date of enactment. During the implementation period, it
became clear that more time would be needed for agencies to implement with
the new requirements.

In response to a request from OMB,3 the effective date of the Act was
changed. H.R. 2848 was introduced by Rep. Bob Wise on July 10, 1989. The bill
passed the House 4 on July 11, 1989, and the Senate 5 on July 13, 1989.

The bill was signed by the President on July 19, 1989. 6 This law changed
the effective date of the Computer Matching and Privacy Protection Act to
January 1, 1990. 7 The expedited action on H.R. 2848 was possible because
the legislation was not controversial. There was no opposition to the change
in the effective date. 8

NOTE 3 See letter from Richard G. Darman, Director, Office of Management
and Budget, to the Speaker of the House (June 28, 1989).

NOTE 4 135 Congressional Record H3562 (July 11, 1989) (daily edition).
NOTE 5 135 Congressional Récofd S7953 (July 13, 1989) (daily ed.).
NOTE 6 Public Law 101-36.

NOTE 7 The new effective date in Public Law 101-56 applied only to matching
programs that were actually in operation before June 1, 1989 as identified by

a report submitted to the House Committee on Government Operations, Senate
Committee on Governmental Affairs, and Office of Management and Budget. See
54 Federal Register 38364 (Sept. 15, 1989) (OMB publication of agency
matching programs to which the extension permitted by Public Law 101-56
applies). Matching programs that were not in operation by June 1, 1989, were
required to comply with the Computer Matching and Privacy Protection Act on
the original effective date.



NOTE 8 The American Public Welfare Association and several states requested
an exension of the Act’s effective date.

INDEPENDENT VERIFICATION

Before a recipient agency, non-federal agency, or source agency can
suspend, terminate, reduce, or make a final denial of any financial
assistance under a federal benefit program or take other adverse action
against an individual as a result of information produced by a matching
program, an officer or employee of the agency must independently verify the
information. '

- Independent verification requires verification in accordance with the
requirements governing the federal benefit program and any additional
requirements governing verification under a federal benefit program.
Independent verification requires independent investigation and confirmation

- of (A) the amount of the asset or income involved; (B) whether the individual
actually has or had access to the asset or income for the individual’s own
use; (C) the period or periods when the individual actually had the asset or
income; and (D) any other information received through a matching program
that is used as a basis for an adverse action against an individual.

The purpose of the independent verification requirement is to assure that
the rights of individuals are not affected automatically by computers without
human involvement and without taking reasonable steps to determine that the
information relied upon is accurate, complete, and timely. No one should be
denied any right, benefit, or privilege simply because his or her name was
identified in a match as a "raw.hit", There can be no general presumption
 that information obtained from a computer is necessarily correct.

After passage of the Computer Matching Act, several states and the American
Public Welfare Association reported to the Committee a problem created by the
independent verification provisions for the Food Stamp, Medicaid, and Aid to
Families with Dependent Children programs. Each of these federally sponsored,
state-operated programs relies on the routine disclosure by the federal
government to. the states of information that falls within the scope of the
Computer Matching Act’s requirements. . '

Federal benefit information is reported to state agencies and used in

determining eligibility and calculating benefit levels. The states contend
that existing Income and Eligibility Verification System (IEVS) regulations
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for computer matching have an independent verification requirement, but that
the requirement does not cover source data like social security and SSI
benefit data. 9 As a result, the states contend that the additional

independent verification requirement is inconsistent with current rules and

an unnecessary and expensive requirement.

NOTE 9 Testimony of William Thurman, Pennsylvania Department of Public
Welfare.

The solution proposed by H.R. 5450 is to create an alternative to the case-
by-case independent verification otherwise required by the Act. In effect,
the alternative procedure permits a Data Integrity Board to waive the
idependent verification requirement imposed by the Computer Matching and
Privacy Protection Act of 1988 for qualfiying disclosures.

The alternative procedure is only available with respect to information
that consists of identification and amount of benefits paid by the source
agency under a federal benefit program and only if there is a high degree of
confidence that the information provided to the recipient is accurate.
Identification information includes the name, address, identifying number,
and other information that enables the recipient agency to determine that a
specific individual reported by a source agency as receiving benefits under
the federal program is the same individual that is receiving benefits from a
recipient agency. What constitutes identification information may vary from
program to program. If information indentifying program participants alone is
adequate for the purpose of the matching program, there is no requirement
that benefit information also be disclosed.

Amount of benefits information means any statement about the sum of money
or other benefits paid by the source agency under a federal benefit program.
Use of the alternative procedure is limited to information about benefits
paid by the source agency. It does not include information about benefits
paid by an agency other than the source agency or other information reported
to a source agency by another agency or other third party. Underlying
information used by the source agency to calculate the level of benefits
(e.g., income, number of dependents, etc.) does not qualify for the
alternative verification procedure.

The role of the Data Integrity Board in the alternate verification process

is to determine that information is limited to identification and amount of
benefits paid by the source agency under a federal benefit program and that
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there is a high degree of confidence that the information provided to the
recipient agency is accurate.

These determinations must be made by the Data Integrity Board of the
recipient agency. If the recipient agency is-a non-federal agency, which does
not have a Data Integrity Board, then the deteminations must be made by the
Board of the source agency. The Director of the Office of Management and
Budget is required to issue guidance on this matter, and Data Integrity
Boards are to make their determinations in accordance with that guidance.

The requirement that a Data Integrity Board determine that there is a high
degree of confidence that the information provided to the recipient agency is
accurate is not intended to require that the Board conduct an audit of the
~ information and the delivery system. Rather, a Board should consider the way
in which the information will be disclosed. The Boards should also collect
and review all available evidence on the accuracy of the source agency’s
information and on the reliability of the disclosure procedure.

The Board must be convinced beyond a reasonable doubt that the information
received by a recipient agency is accurate. If there is any evidence about
the accuracy of the recipient agency’s information, the Board must take that
evidence into consideration. If an agency audit, Inspector General review, or
recipient agency complaint raises questions about the accuracy of the
information, then the Board should suspend any previous determination until
it has conducted a review. A single error may not be enough to overturn a
determination, but a patter of errors will call into question the accuracy of
- the dlsclosure system.

The Committee anticipates that the alternative verification procedure will
be used when a source agency copies benefit information from the same data
file actually used to make benefit payments. If the data is copied and
disclosed without modification and is otherwise determined to be accurate,
and if the delivery mechanism appears to be reliable, then a Board may
conclude that there 1s a hlgh degree of confidence that the information is
accurate.’ | '

Any decision by a Data Integrity Board to permit use of the alternative
verification procedure does not affect a recipient agency duty to comply with
any other verification requirements applicable to its use of the information



under any other statute or regulation. The Board can only affect the
responsibilities that apply under the Computer Matching and Privacy
Protection Act. |

NOTICE REQUIREMENTS

The Computer Matching and Privacy Protection Act requires that due
processes be afforded to individuals before any action can be taken on the
results of computer matching. No recipient agency, non-federal agency, or
source agency may suspend, terminate, reduce, or make a final denial of any
financial assistance or payment under the federal benefit program to any
individual as a result of information produced by a computer match until 30
days after the individual receives a notice from the agency. The notice must
contain a statement of the findings and must inform the individual of the
opportunity to contest the findings. The opportunity to contest may be
satisfied by notice, hearing, and appeal rights governing the federal benefit
program.

When the legislation was originally considered in the 100th Congress, the
due process provisions were not controversial. 10 No one suggested that the
due process requirements would be expensive to implement. The original House
bill included a 60 day notice and wait period.

NOTE 10 The House Committee report accompanying H.R. 4699 included the
following: "There is broad support for statutory due process standards. In
testimony about S. 496, Deputy OMB Director Joseph Wright said: *The
provisons of this bill, especially those that provide due process steps to

ensure citizen rights, are the keys to creating the kind of balance that is
necessary to keep important government programs working efficiently and to
reassure a sometimes skeptical public that the government is sensitive to

their concerns about automation.” The American Bar Association and the
American Civil Liberties Union also support statutory due process procedures
for computer matching.” House Report 100-802 at 7 (footnotes omitted).

For example, the cost estimate from the Congressional Budget Office
included the following paragraph on state and local government costs:

Estimated cost to State and local governments. CBO expects that
enacting H.R. 4699 would require state and local agencies involved in
computer matching with federal agencies to adopt some new procedures
to comply with the verification and notification requirements of the
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bill, and to expand matching agreements with federal agencies. Based
on information provided by the American Public Welfare Association
and the National Association of State Information systems, CBO
estimates that the costs associated with these activities would not

be significant. 11

NOTE 11 House Report 100-802 at 46.

Based on the information provided by CBO, the Committee reached the
following conclusion in its 1988 legislative report:

These due process. procedures are similar in purpose and design to
existing requirement for computer matching that is authorized under
the Deficit Reduction Act of 1984. As a result, the procedures should
not be difficult or expensive for any agency to follow. Most, if not
all, affected agencies will already have in place similar procedures.
For these agencies, the additional costs of complying with the due
process requirements of H.R. 4699 will be minimal. 12

NOTE 12 House Report 100-802 at 35.

The final legislation substituted a 30 day notice and wait period for the
60 days originally proposed by the House. As a result, the judgment that
costs would be minimal was strongly reinforced by this compromise.

It now appears that there may have been a considerable underestimation of
the effect of the 30 day notice and wait period for the Food Stamp, Medicaid,
and Aid to Families with Dependent Children programs. As the January 1, 1990
effective date approached, the Committee began to hear from the American
Public Welfare Association and the states that compliance with the 30 day
requirement would be expensive because it required a 30 day wait in cases
where an individual was not contesting the findings.

b

The Texas Department of Human Services testified that the annual cost in
Texas would be $5 million annually. 13 The State of Pennsylvania testified
that the annual cost in Pennsylvania would be between $6 and $9 million. 14
The American Public Welfare Association estimated the nationwide cost at over
$91 million annually. Since it is not clear how information supporting APWA
figure was collected, the Committee is uncertain of the reliability of the
estimate. Since testimony was received directly from officials in Texas and
Pennsylvania, the Committee places more reliance on those estimates.

_9.



NOTE 13 Testimony of Commissioner Ron Lindsey, Texas Department of Human
Services. '

NOTE 14 Testimony of William Thurman, Pennsylvania Department of Public
Welfare. :

H.R. 5450 modifies the due process time period. Where an otherwise
applicable statute or regulation requires a notice to be sent to an
individual before taking any adverse action based on the information.
disclosed under a computer matching program and requires the agency to
withhold the action until a specified period of time after notice is given,
that time period will be adequate for purposes of the Computer Matching Act.

If a benefit program does not have a time period for notice established in
law or regulation, then the existing requirement for a 30-day notice period
is retained. As a result of the change made by H.R. 5450, benefit programs
such as Food Stamps, Medicaid, and AFDC will be able to operate under
existing procedures that generally call for withholding adverse action until
10 days after notice has been given. The practice in these programs has been
to withhold adverse action for an additional period if the individual
contests the proposed action. Nothing in H.R. 5450 or in the Computer
Matching Act would interfere with this additional period.

TRANSITION

- The amendments made by H.R. 5450 take effect upon enactment. The due
process amendment will be immediately effective without the need for a
special transition process.

However, it is evident that it will take several months before any program
can meet the statutory requirements for the alternative verification
procedure. The alternative procedure requires a determination by a Data
Integrity Board before it can be used. Those determinations may require
guidance from OMB. Section 2(b) requires OMB to publish final guidance not
later than 90 days after the date of enactment. :

Section 3 of H.R. 5450 provides a special transition provision for benefit
and identification information provided under a matching program to the
Medicaid, Food Stamp, and Aid to Families with Dependent Children programs.
The Committee believes that this information is likely to qualify for the
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alternative procedure because it appears to meet the required level of

accuracy. This conclusion is based in part on information provided to the
Committee by the Social Security Administration and the Office of Management
and Budget. SSA reported:

The computer records maintained by SSA of those who are eligible to
SSI are subjected to rigorous periodic cross-checks to assure that
the information is accurate. Moreover, each change made to an
individual’s records produces a notice that informs the recipient of
the change and what they need to do if they think the proposed change
1s wrong. Appeal rlghts are described in detail in all of these
notices.

Copies of these records are periodically shared with the States,
which gives them highly reliable current information about an
individual’s eligibility to SSI and the amount paid to the eligible
individual for any month. 15

NOTE 15 See letter from James B. MacRae, Jr., Acting Administrator and
Deputy Administrator, Office of Information and Regulatory Affairs, Office of
Management and Budget, to Chairman Robert E. Wise, Jr., Subcommittee on
Government Information, Justice, and Agriculture (Sept. 12, 1990).

To avoid any unnecessary implementation expenses, the transition provision
permits these three programs to use the alternative procedure immediately for
this information.

This special authority to use this procedure expires when the appropriate
Data Integrity Board determines that there is not a high degree of confidence
in the accuracy of the information or 30 days after the date of publication
of the OMB guidance. In other words, there is a grace period for these three
programs that expires if a Data Integrity Board finds evidence that questions
the accuracy of the data. Data Integrity Boards are only required to take
action during this period if evidence questioning data accuracy comes to
their attention. Once OMB guidance has been issued, the Boards have 30 days
to make the requisite positive determination that will be necessary for
continued use of the alternative verification procedure.
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Section-by-Section Analysis
SECTION 1. SHORT TITLE

The Act may be cited as the "Computer Matching and Privacy Protection
Amendments of 1990".

SECTION 2. VERIFICATION REQUIREMENTS AMENDMENT

Subsection (a) of H.R. 5450 amends exisfing subsection (p) of the Privacy
Act (5 U.S.C. Sec. 552a(p)) as amended by the Computer Matching and Privacy
Protection Act of 1988.

The amendment creates an alternative to the existing independent
verification requirement for information provided through a matching program.
The alternative procedure permits use of information for adverse action
against an individual without independent verification if the Data Integrity
Board of the recipient agency--or in the case of a non-federal agency, the
Board of the source agency--has determined that (I) the information is
limited to identification and amount of benefits paid by the source agency
under a federal benefit program; and (ii) there is a high degree of
confidence that the information provided to the recipient agency is accurate.
A Data Integrity Board must make its determination in accordance with
guidance issued by the Director of the Office of Management and Budget.

The amendment to subsection (p) also modifies the existing requirement that
any adverse action based on information obtained through a matching program
be suspended for a 30 day notice period. The amended language requires
suspension for any time period established for the program by statute or
regulation for the indivdiual to respond to the notice. The 30 day notice
period is continued in the case of any program for which no such period is
established. ‘

Subsection (b) requires that the Director of the Office of Management and

Budget publish guidance required under the amendment made by subsection (a)
not later than 90 days after the date of enactment.

S 12 -



SECTION 3. LIMITATION ON APPLICATION OF VERIFICATION
REQUIREMENT

This is a transition provision which permits the alternative to independent
verification to be used by the Foods Stamp, Aid to Families with Dependent
Children, and Medicaid programs immediately upon enactment of H.R. 5450 until
the earlier of (1) the date on which the Data Integrity Board of the federal
agency which administers the program determines that there is not a high
degree of confidence that information provided by the agency under the
matching program; or (2) 30 days after the date of publication of the OMB
guidance as required under section 2(b) of H.R. 5450.

Estimate of the Congressional Budget Office

The following estimate prepared by the Congressional Budget Office is
submitted as required by clause (2)(1)(3)(C) of House rule XI.

U.S. Congress,
Congressional Budget Office,

Washington, DC, September 27, 1990.
Hon. John Conyers, Jr.,
Chairman, Committee on Government Operations,
House of Representatives, Washington, DC.
- Dear Mr. Chairman: The Congressional Budget Office has prepared the
attached cost estimate for H.R. 5450, Computer Matching and Privacy
Protection Amendments of 1990, as ordered reported by the House Committee on
Government Operations on September 26, 1990.

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

them.

Sincerely,

Robert F. Hale
(For Robert D. Reischauer).

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: H.R. 5450.
2. Bill title: Computer Matching and Privacy Protection Amendments of 1990.
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3. Bill status: As ordered reported by the House Government Operations
Committee, September 26, 1990.

4. Bill purpose: H.R. 5450 would amend title 5, United States Code, to
ensure adequate verification of computer matching information that affects
individuals’ eligibility for Federal benefits.

5. Estimated cost to the Federal Government:

[By fiscal year, in millions of dollars]

1991 1992 1993 1994 1995

AFDC:
Estimated budget authority 0 -5 -10 -10 -10
Estimated outlays 0 -5 -10 -10 -10

Food stamps
Estimated budget-authority ~ 0 -15 -25 -30 -30

Estimated outlays 0 -15 -25 -30 -30
- Medicaid: ‘ o

Estimated budget authorlty 0 -15 -35 -40 -45

Estimated outlays 0 -15 -35 -40 --45

Total spending:
Estimated budget authorlty 0 -35 -70 -80 -85
Estimated outlays 0 -35 -70 -80 -85

Basis of estimate: H.R. 5450 amends the United States Code relating to the
use of computer matches to verify payments to people participating in federal
benefit programs. The Computer Matching and Privacy Protection Act of 1988
amended the requirements relating to these computer matches in such a way as
to raise federal and state government costs in these benefit programs. These
amendments would alter the computer matching requirements in two ways that
would reduce the federal and state costs associated with the 1988 amendments.

First, H.R. 5450 would permlt state agencies to continue to use time
periods already established in law or regulation to notify recipients of any
adverse action caused by the agency’s redetermination of benefits as a result
of a computer match. Under current law, states generally notify recipients 10
days before an adverse action, whereas the 1988 amendments increased the time
period to 30 days. Second, states would not have to independently verify data
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-resulting from the computer matches if the Data Integrity Board of the agency
determines that there is-a.high degree of confidence that the data are

-accurate and if the information is limited to the receipt and amount of

benefits paid under a federal benefit program. The 1988 amendments would have
required independent verification of information from all computer matches.

- The major means-tested programs administered by states--Aid to Families

with Dependent Children (AFDC), Food Stamps, and Medicaid--make extensive use
of computer files from the Social Security Administration (SSA) and the

Internal Revenue Service (IRS) to verify incomes of recipients. The SSA data
generally cannot be verified independently. Moreover, requiring a 30-day

notice of adverse action rather than a 10-day notice allows recipients to

receive benefits to which they were not entitled for a longer period of time,

thereby raising costs in these benefit programs.

CBO has estimated the savings associated with a return to the 10-day notice
period. The estimates, shown in the table above, are highly uncertain. No
data are available at the federal level on the numbers of persons adversely
affected by information derived from computer matches. Estimates of savings
for each of the three programs were prepared by 12 states for the American
Public Welfare Association. The states’ estimates, however, vary greatly and
are poorly documented. Generally, the states estimated the numbers of
recipients affected by computer matching information, and then assumed that
savings for each affected recipient would accrue from this legislation equal
to 20 days of benefits a year (30 days’ delay versus 10 days). To develop its
- estimate, CBO took the medlan savings for these states and increased them to
‘national payment totals in each of the three programs. Estimated savings from
- repealing the 30-day notice requirement of the 1988 amendments have been
* reduced to zero in 1991 and half of full-year costs in 1992 because no state

has yet implemented the 1988 amendments -

Apart from their general uncertainty, these estimates may be too high or
too low because aspects of this legislation could not. be estilated. First,
the CBO estimates do'not take account of any savings associated with not
dropping the requirement of independent verification. These savings could be
large if states were not able to use some of the computer matching
information. Second, our estimated benefit savings may be too high because
some of the overpayments might be subsequently recovered, although
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administrative costs associated with overpayment recoveries offset much of
the benefit savings. Finally, we have not included any savings from the
avoidance of administrative costs for computer modifications needed to
implement the 1988 amendments.

6. Estimated cost to State and local governments: States and localities, as
well as the federal government, would also experience budgetary savings from
these amendments. The states on average pay for 45 percent of the benefit
costs in the AFDC and Medicaid programs. In the Food Stamp program, however,
the federal government pays for all of the benefit costs. Estimated savings
to states and localities are shown in the table below. They are subject to
the same uncertainties noted above for federal government savings.

[By fiscal year, in millions of
dollars]

1991 1992 1993 1994 1995

AFDC - 0 -5 -10 -10 -10
Medicaid 0 -15 -30 -30° -35

Total 0 -20 -40 -40 -45

7. Estimate comparison: None.

8. Previous CBO estimate: None.

9. Estimate prepared by: Julia Isaacs (Food Stamps) and Janice Peskin (AFDC
and Medicaid).

10. Estimate approved by: C.G. Nackols, for James L. Blum, Assistant
Director for Budget Analysis.

Committee Estimate of Cost
The Committee vaccepts the cost estimate of the Congressional Budget Office.
Inflationary Impact
In accordance with clause (2)(1)(4) of House rule XI, it is the opinion of

the Committee that the provisions of this bill will have no inflationary
impact on prices and costs in the operation of the national economy.
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‘Oversight Findings

The Committee has made no detailed findings or recommendations other than
those contained elsewhere in this report.

Changes in Existing Law Made by the Bill, as Reported

In compliance with clause 3 of rule XIII of the Rules of the House of
Representatives, changes in existing law made by the bill, as reported, are
shown as follows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italic, existing law in which no change is

-proposed is shown in roman):

Section 552a of Title 5, United States Code
Sec. 552a. Records maintained on individuals

(a)***

([(p) Verification and Opportunity to Contest Findings.--(1) In order to
protect any individual whose records are used in matching programs, no
recipient agency, non-Federal agency, or source agency may suspend,
terminate, reduce, or make a final denial of any financial assistance or
payment under a Federal benefit program to such individual, or take other
adverse action against such individual as a result of information produced by
such matching programs, until an officer or employee of such agency has
independently verified such information. Such independent verification may be
satisfied by verification in accordance with (A) the requirements of
paragraph (2); and (B) any additional requirements governing verification
under such Federal benefit program.

[[(2) Indpendent verification referred to in paragraph (1) requires
independent investigation and confirmation of any information used as a basis
for an adverse action against an individual including, where applicable--

[[(A) the amount of the 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. |
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[[(3) No recipient agency, non-Federal agency, or source agency may
suspend, terminate, reduce, or make a final denial of any financial
assistance or payment under a Federal benefit program to any individual
described in paragraph (1), or take other adverse action against such
individual as a result of information produced by a matching program, (A)
unless such individual has received notice from such agency containing a
statement of its findings and informing the individual of the opportunity to
contest.such findings, and (B) until the subsequent expiration of any notice
period provided by the program’s law or regulations, or 30 days, whichever is
later. Such opportunity to contest may be satisfied by notice, hearing, and
appeal rights governing such Federal benefit program. The exercise of any
such rights shall not affect any rights available under this section.

[[(4) Notwithstanding paragraph (3), an agency may take any appropriate
action otherwise prohibited by such paragraph if the agency determines that
the public health or public safety may be adversely affected or significantly
threatened during the notice period required by such paragraph.]]

(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 mformanon produced
by such matching program, until--

(A)(1) the agency has independently verified the information; or

(ii) the Data Integrity Board of the agency, or in the case of non-
Federal agency the Data Integrity Board of the source agency, determines
in accordance with guidance issued by the Director of the Office of
Management and Budget that--

(I) the information is limited to identification and amount of
benefits paid by the source agency under a Federal benefit program;
and

(1) 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)(1) the expiration of any time period established for the program by
statute or regulation for the individual to respond to that notice; or
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(ii) in the case of a program for which no such period is'established,
the end of the 30-day period beginning on the date on which notice under
subparagraph (B) is mailed or otherwise provided to the individual.

(2) Independent verification referred to in paragraph (1) requires
investigation and confirmation of specific information relating to an
individual that is used as a basis for an adverse action against the

- individual, including where applicable investigation and confirmation of--
(A) the amount of any asset or income involved;
(B) whether such individual actually has or had access to such asset or
~ income for such individual’s own use; and
(C) the period or penods 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 the notice period. required by such paragraph.
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H.R. §835, OMNIBUS BUDGET
RECONCILIATION ACT OF 1890

CONGRESSIONAL RECORD — HOUSE

XXII1, the Chalr declares the House

- in the Committee of the Whole House

on the State of the Union for the con-
stderation of the bill, H.R. 5835.

0O 1446

I THE COMMITTRE OF THE WHOLE_

. Accordingly the House resolved
ftee (nto the Committee of the
Whole House on the State of the
Union for the consideration of the bill
(H.R. 5835) to provide for reconcilia-
tion pursuant to section 4 of the con-
eurrent resolution on the budget for
the fiscal year 1961, with Mr. Mav-
ROULES In the chair,

The Clerk read the title of the bill.

The CHAIRMAN. Pursuant to the
rule, the bill is considered as read the
first time.

Under the rule, the gentleman from
California {Mr. PaneTTA] Will be recog-
nized for 1 hour and 30 minutes, and
the gentleman from Minnesota [Mr.
FrexzeL) will be recognized for 1 hour
and 30 minutes.

The Chalr recognizes the gentleman
from California [Mr. PARETTAL.

Mr. PANETTA. Mr. Chairman, I
yield myself such time as I may con-
sume.

{Mr. PANETTA sasked and was glven
permission to revise and extend his re-
marks.)

Mr. PANETTA. Mr. Chatrman, I rise
tn support of H.R. §835, the Omnibus
Budget Reconciliation Act of 1990, It
is the principal implementing tool of
the budget resolution that was adopt-
ed last week. It represents the work of
12 House authorizing committees pur-
suant to the instructions that were
econtained in the budget resolution,
House Concurrent Resolution 310,
which was adopted by both the House
and the Senate.

The committees were instructed by
the budget resolution to report legisla-
tion producing a total of $24.3 billion
in deficit reduction for fiscal year 1991
and $246.2 bdillion over the b5-year
period from 1991 to 1985,

In fact, the committees, in the bill
that is before us, have exceeded those
instructions. The committees have
produced $30.4 billon for fiscal year
1091, almost $6 billion in excess of the
nstructions in terms of deficit reduc-
tion, and $251.6 billfon over 5 years,
almost $5 bilion In excess of the
target.

That represents & significant in-
crease In the level of deficit reduction
over that provided in the instructions.
The committees have not only met the
targets, they have exeeeded them.

0O 1456

Mr. Chairman, this s by far the
largest deficit reduction package ever
to be considered by the Congress. 1
hope we can adopt it in the House
today, move quickly to a confcrence
with the SBenate, and have a reconcilia-
tion bill on the President's desk by
Friday.

The SPEAKER pro tempore. Pursu-  The reason that we must move this
ant to House Reésolution 509 and rule legislation is obvious to all of us. We
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are at the present time in crisis, a
crisis tn government, 8 crisis in the
economy, and a crisis in confidence in
the institution of government itself.
Once again, the President is threaten-
ing to shut down the Government of

the. United States, and it i3 clear that

he is looking for, perhaps, any excuse
to do 50. If we do not act now, he sghall
have that excuse.

Clearly, Mr. Chairman, this Is only
one of many reasons to try to enact
the legislation before us, but it is cer-
tainly the reason that we have to act
today, not tomorrow, not the next day,
not next week, but today to complete
the work that is before us.

Members are aware of why we are
confronting the situation with the def-
fcit. We are facing $300 billion annual
deficits next year. They are sapping
our economic strength, robbing our re-
sources for the future, hurting us in
terms of our ability to compete in the
world of the next century. They con-
tinue to push up interest rates, adding
to the difficult task of the Federal Re-
serve as it tries to face what is a likely
recession in our econcmy, and growing
inflation at the same time. What we
are confronting is stagflation, the
worst of a1l worlds, and in that atmos-
phere it is absolutely essential that we
adopt strong deficit reduction.

Mr. Chairman, the authorizing com-
mittees are to be commended for the
expeditious handling of this legisla-
tion. They received their instructions
last Tuesday. By Priday of last week,
11 of the 12 committees had complet-
ed their work, and the final committee
completed its work yesterday. So, we
have been acting on a fast time {frame,
moving this legislation ahead, making
very tough cholces.

Mr. Chalrman, these are not easy
choices. Look at the elements of recon-
ciliation. Every committee has had to
make tough cholces impacting on
people, on farmers, on veterans, on the
elderly, on students, on Government
employees. We are asking Americans
to help share the sacrifice of deficit re-
duction, and, when the Committee on
Ways and Means smendment comes
tn, we are also going to be asking the
wealthy to participate In that same
sacrifice to try to reduce the deficit.

Let us be clear about what we are
doing today. This Is not a package of
smoke and mirrors. Every element in
this reconciliation package i5 real.
Many Members like to talk about defi-
cit Teduction. But today we will find
out what ft really means to cast a vote
for real deticit reduction, for real
spending cuts and real tax increases.

Mr. Chairman, that is how to cut the
deficit, whether we like it or not. The
President has recognized that reality;
the leadership in both the House and
the Senate have recognized that reall-
ty. That is the only way we are going
to get the job done. o

Let me point out that this is a com-
prehenstve package that contains $500
biilion tn_deficit reduction from both
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spending and revenues over 5 years, As
my colleagues will notice from this
chart, entitlement programs and other
spending reductions make up two-
thirds, two-thirds, of the deficit reduc-
tion over 8 years. Revenues constitute
about 30 percent of the package, and
indeed over the 8 years spending re-
ductions increase and revenue in-
creases level off. The blue is the debt
service which my colleagues see here.
S0, Mr. Chalrman, it is a balanced
package. Some will argue that this-is a
tax package. Not true. This is a bal-
anced package that involves spending
reductions along with revenues.

Mr. Chairman, the targets achieved

by the committees were largely the
result of the budget summit agree-
ment. Obviously, a majority, a biparti-
san majority of the House, had some
real concerns about the specifics of
that agreement, and the House re-
fused to adopt the agreement. And yet
what we have now done is we have
come back again. Based on the budget
resolution we have provided flexibility

to the committees, and I think it was

the wisdom of the House that we have
asserted priorities that we believe in
the package that is before the House.

One of the most critical elements of
this package, in addition to the spend-
ing restraints and revenues, is the en-
forcement package. Budget process re-
forms are now contained as the last
title. These reforms grow also out of
the budget summit. But they have
been modified by a bipartisan leader-
ship task force to address legitimate
concerns that have been raised about
future reliance on budget summits and
about unfair and constitutionally
doubtful infringements on the author-
ity of the Congress.

Mr. Chairman, this package contains
real, tough enforcement for all of the
caps in the overall summit agreement.
It is not easy, and yet it is our respon-
sibility, not only to assert that we are
going to achieve §-year deficit reduc-
tion, but to mean it through meaning-
ful enforcement changes. )

The bottom line is: These provisions
mean that the deficit reduction that
the Congress and the President agree
to this year is real. It i3 not here today
and gone tomorrow, like so many defi-
cit reduction efforts of the past. It is
one more reason that those who truly
belleve in deficit reduction should vote
for this legislation. . ' _

Mr. Chairman, the American people
are watching us today. This is not an
easy vote for anyone. It is a tough
vote. It may be the most difficult vote
that we cast in the 101st Congress.

However, Mr. Chairman,
Member ghould keep in mind, keep in
mind, the impact on this institution
and on our country if we fail to act
today. .

Most of us had the opportunity to go
home this past weekend and listen to
our constituents. I say to my col-
leagues, if yours are anything like
mine, they were saying one thing:"

every
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Do what is right. Do what la fair. But
above all, get it done. )

We have the opportunity, as this
debate goes on, to do what is right,
and we will have the opportunity to

decide what i8 fair. But above all,

when the time comes for final passage,
we had better get it done. -

Mr. FASCELL, Mr. Chairman, will
the gentleman yield?

Mr. PANETTA. I yield to the gentle-
man from Florida.

Mr. FASCELL. Mr. Chairman, I
thank the gentleman from California
{Mr. PaxeTTA) fOr Yielding.

Mr. Chairman, I rise simply to com-
mend the gentleman for his leadership
a8 chairman of the Committee on the
Budget through all these long, tortur-
ous months and for providing the lead-
ership that is essential to get some-
thing done here in this-body, and to do
it with good humor and clarity. As just
one Member of Congress, I would like
to express my personal appreciation to
the gentleman from California [Mr.
PaNETTA) for being a distinguished leg-
islator. :

Mr. PANETTA. Mr. Chairman, I ap-
preciate the comments of the gentle-
man from Florida (Mr. FAsceLL].

Mr. Chairman, I reserve the balance

Mr. FRENZEL. Mr. Chairman, I
yield 5 minutes to the distinguished
gentleman from Michigan [Mr. Pur-
SELL]L

Mr. PURSELL. Mr. Chairman, mem-
bers of the Democratic Party, mem-
bers of the Republican Party, and tax-
payers of America, in 1985 House Re-
publicans wrote a budget called Group
92 which was debated on the floor.
Our budget called for a freeze across
the board. Democrats had a plan. Re-
publicans had a plan. I learned my
lesson then, and I learn my lesson
today, that the American public are
looking for two ideas to govern. This
year, the Democrat have presented a
plan which raises taxes by $150 billion
over the next 5 years. Let them take
that plan to the country, put it on the
table, and let us take a good look at it.

Now we the Grand Old Party, have
created a plan that reduces spending
with no new taxes. Frankly, I think
the people of America are entitled to
see that plan, too. -

Not today. The rules around here
say, “Sorry, folks. In this democracy,
we're only giving you one plan, the
Democratic plan. We're not going to
give you fair rules and allow you to see
the Repulican plan with no taxes and
a reduction of spending.”
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That is the crisis in America. Eighty-
three percent of the people of the
United States want a reduction in
spending, not new taxes. I do not know
why we cannot get that through our

" heads here, That 18 why we are here in

Washington with this long debate.
The process has fallen apart.

We have been bellevers over the
years, and frustrated here, because we
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have had an authorizaetion tler, an ap-
propriation tier, a budget tier, and
now & summit tier. That is why this
process has broken down.

It 18 not the President. It is not the
Democrat or the Republican Party.
We have built an empire in Washing-
ton that is self-destructing, and the
people of Americe have said no more.
What is happening in this country?

I suggest that we get back to the
basics, As the coach says, you have got
to learn to fleld and you have got to
learn to hit and you have got to learn
to bunt, to play the game with rules,
even rules, straight up, straight down.
No more, no less. That is all we ask.

But the athlete here says that we
have rules for only one party. The
Democrats are in charge. Tough luck,
Repubicans, no deal. No rule and no
chance to offer a plan.

Mr. Chairman, all we ask here in
this body, representing the people of
this country, is to present a plan for
the people to see. Let them take their
choice which one will govern America:
The Republican plan or the Democrat-
ic plan.

In my polls, 83 percent of the people
in my district in Michigan want reduc-
tion in spending. I do not get many let-
ters that say increase taxes.

I will be the first to admit, as a
member of the Appropriations Com-
mittee it i3 very easy to spend dollars
when it is someone else’s money. With-
out looking on the revenue side of
budget reconciliation, it was real easy
for me to do what the appropriators
are suppsed to do. More projects and
more spending, for every group.

People come to Washington and say
glve us a balanced budget, but we want
our subsidy. Every group in America is
saying that. But 83 percent want
a reduction in spending.

In my Energy and Water Subcom-
mittee, I walked into the conference
committee In the Senate last Friday
and sald, “Look, I am making some
new choices around here. Would you
take out the River Rouge project,”
which is a $3 million project that I
had requested. I will admit to the
public and to the taxpayers that when
I saw that River Rouge project, 7
miles long, I saw another river along-
side that was full of red ink.

Mr. Speaker, I have three grandchil-
dren. I have had to make some tough
choices for them and I am willing to
take $3 million out. It is only a little
bit of money, but it tells me that CARL
Punrskll is ready to make tough
choices.

The gentleman from California [Mr.
PANETTA), the chairman of the Com-
mittee on the Budget, said this is the
day to make tough choices. I agree

-with him. That is what the citizens are

saying. Stand up and make those
tough choices. Give us a chance to
offer our budget. It is better for Amer-
ica. '
Mr. PANETTA. Mr. Chairman, I
yield 4 minutes to the distinguished
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gentlewoman from Cnufornla (M¥s.
Boxer].

(Mrs. BOXER asked and was given
permission to revise md ext.end her re-
marks.)

‘Mrs. BOXER. Mr. Chairman, 1 want
to thank the gentleman for yielding to
me. It is such an honor to work with
the gentleman from California (Mr.
PaNzTTA). He is showing his leadership
once again today. I also want to associ-
ate myself with is remarks, which I
thought really put this whole Issue on
the line.

- Mr. Chairmm.lhavetosaytomy
Republican friends, they talk about
tough choices. I have their proposal.
This is another black box approach—a
secret spending cut plan. They take
nondefense discretionary spending and
they say they cut $68 billion out. They
do not say where. Is it drug enforce-
ment? Is it alr traffic control? They
duck the hard issues. Not to over-em-
phasize their plan--let it be clear that
they just do not meet the deficit re-
duction targets that President Bush
said he required. So- their plan is a
nonstarter.

- Mr. Chairman, it is true as the coun-
try watches us debate this budget that
we do not always look pretty. We do
not always look composed. Our feel-
ings show on both sides. We get angry.
But I think that is OK. This is a
debate about the direction of our
country, and it is not just about this
year, it is about the next 6 years. It is
about what gets cut and by how much.
It is about who pays and how much. It
is a debate about the needs of our
country, and it is a debate about how
needs to do the most to solve the deﬂ-
cit crisis.

Mr. Chalirman, should it be t.he

- poor? I think not. Yet in the Presi-
dent’s summit the poor would have
paid 7 percent more in taxes. - .

" Should it be the middie class that
pays? I think not. Yet in the Presi-
dent’s summit, the middle class would
pay less than the poor, but more than
the super wealthy.

Imagine, the middle class and the
poor would pay more than the wealthy
in the President’s summit plan. That
is Robin Hood in reverse. It {5 fairness
on its head. It is regressivity, not pro-
gressivity.

Mr. Chairman, I want to tell Mem-
bers one story from the summit which
shows the mean spiritedness and the
utter bankruptcy of the President’s
Republican representatives there at
that summit.

While they kept protectlng the very
rich, while President Bush was collect-
ing millions from millionaires to help
his pet House and Senate Republican
candidates, while George Bush was
threatening to shut down this Govern-
ment if we dared to touch the super
wealthy, while all that was going on,
the Republicans at the summit wanted
to go overturn the Zebley case in order
to raise another billion dollars of defi-
it reduction. :
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Portunately, the Democrats knew
what the Zebley case was. The Zebley
case protects the most vulnerable
among us, the most needy among us,

- children with crippling disesses, crip-

pling disabilities. That is Republican-
ism, protecting the wealthiest, hurting
the weakest, throw the middle class a
crumb, while those. over $400,000 a
year and up get a souffle.

Mr. Chairman, thanks to the gentle-
man from Illinois (Mr. ROSTENEOW-
SKI1) we are going to have a proposal
with Democratic principles, and I hope
every Member in this Chamber who
believes in attacking this deficit in &
fair way supports this. 1 am very
proud to be & Democrat today, because
I think the people are learning the dif-
ference between the parties. It is not
lost on them. The President is still
campaigning. He is still getting mil-
lions from the millionaires. We are
here working for the people.

Mr. FRENZEL. Mr. Chairman, I
yield myself 30 seconds to remind
Members that Republicans are not al-
lowed to make amendments. We are
not allowed to play under any but the
Democrat rules. We are the despised
underclass of this House of Represent-
atives. We are an abused and op-
pressed minority, and now we are told
we have made tax poncy for the last
20 years.

I believe that the gentleman from II-
linojs [Mr. RosTeENKOWSKI], the hero
of the gentlewoman from California
{Mrs. Boxer], has been tax chairman
in this House for about 10 years. She
should take her complaints to him.

I do not know the system comes to
offend her; but certainly Republicans
had little to do with controlling tax
policy. We are not even allowed to
make amendments.

Mr. Chairman, I yleld 6 minutes to
the distinguished gentleman trom
Ohlo [Mr. KasicH].

Mr. KASICH. Mr. Chairman, to
those who are watching this debate
today, I must say that you are going to
be Incredulous about what goes on in
this Chamber. You are going to be
very confused as to why it is that the
Republican alternative was never per-
mitted to be offered, and why it is that
the . Democrat majority is going to
push through big tax increases.

1f you are confused and frustrated, I

urge you to write and call your Demo-

cratic Representative, because there is

not a confusing debate here. I hope to
outline it just very simply.

The debate today is really one on
priorities. The question is, Do we raise
taxes and spend the money as offered
by the majority plan, or do we not
raise taxes and control spending as of-
fered by the Pursell-Kasich budget,

~which was not permltted to come to

the floor?

Now, if you want to have a crack at
not raising taxes and controlling
spending, you have got to vote down
this budget that the Democrats of-
fered, that raises your taxes to the
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tune of about $180 billlon, and does
not control spending.

Mr. Chairman, it is really very
simple. Let me just tell those who are
watching this debate, who think that
somehow the Democratic proposal is
only a whack at the wealthy, I urge
lower- and middle-income taxpayers to
be aware of two particular items that
they are going to find when April 15
comes and it comes time to file their
income tax.-

‘No. 1, under the Democrat plan, the
personal exemption is cut. That is very
clear. Everybody understands what
that means.

That means the &mount of money
you should be able to claim as a per-
sonal exemption come this April will
not go up at the rate it should. Your
personal exemption will be cut, and
you will be paying more taxes.
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In the area of indexing, raising the
rates actuelly occurs in this plan on in-
dividuals and families starting at an
income level of $20,000. If you look at
the Democrat table, those people be-
tween $20,000 and $30,000 are going to
contribute $1 billion in taxes to solving
this budget, just under t.he area of in-
dexing.

So here we have two significant
items that are going to jack up the
taxes on middle- income and lower
income Americans, and what they get
in exchange for it are not cuts in
spending.

That is what is 80 very, very hard to
believe. In fact, I would like to outline
quickly what the differences are be-
tween the two plans.

In the area of entitlements—entitle-
ments, of course, are the programs
that go up automatically without a
vote of the Congress, and they include
things like Social Security and Medi-
care. I have to tell Members that
under the Republican plan, that has
no tax increase whatsoever, that the
savings that occur in the entitlement
area are virtually identical to the sav-
ings that the Democrats make. So the
argument that somehow Republicans
would be hurting those on Medicare
and Social Security, that is a bunch of
bunk. Our numbers are exactly where
the Democrat plan is.

In the area of defense, the Republi-
cans cut about $100 billlon and save
about $170 billion over § years. What
do the Democrats do? They save about
$170 billion over 8 years. 8o In the
area of entitlements and in the area of
defense, the Republican and Democrat
plans are just about the same.

Now where do they come apart?
They come apart in two areas.

One is in the area of taxes, where
the Democrats want to soak the Amer-
ican people for $180 billlon in addi-
tional taxes, including significant tax
increases for Middle America, for
middle-income Americans. What does
the Republican plan call for? It calls
for extension of some existing reve-
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nues that are now currently on the
books and totals about $23 billion over
5 years versus the Democrat $180 bil-
lion tax increase.

Where 15 the other area that it dif-
fers? It differs in the area of discre-
tionary spending. Those are the areas
that we as a Congress can control be-
cause they do not go up automatically
every year.

What are the Democrats proposing?
The Democrats propose increasing dis-
cretionary spending to the tune of
$180 billion.

What do the Republicans say? The
Republicans say we want to control
the increase in discretionary spending.
We increase discretionary spending
over 5 years by only $84 billion.

So in other words, the Democrat
plan drives up discretionary spending

‘by $180 billion. We increase spending

in discretionary by only $84 billion.

How do the Democrats pay for their
$180 billion increase in discretionary
spending. They soak the taxpayers by
$180 billion.

The bottom line is that we can get
$410 billion in deficit reduction with-
out & tax increase. The Democrats
choose to have higher spending and
higher taxes, higher taxes to the tune
of $180 billion, and they do not control
spending.

Look, folks, the American people do
not want more of tax and spend. The
American people want us to control
the growth in Federal spending, and to
do it responsibly. We have done it.
The problems are protected in this
budget. There is control on the growth
of Federal programs.

But with the Democrats it is busi-
ness as usual, more taxes and more
spending.

I tell you that the American people
reject that approach, and clearly, if
given an opportunity to vote, would
accept the Republican alternative, and
would urge the defeat of the soak-the-
taxpayer scam that the Democrats
offer in their budget.

Mr. HUCKABY. Mr. Chairman, I
yield 4% minutes to the gentleman
from New York [Mr. SCHUMER].

(Mr. SCHUMER asked and was
given permission to revise and extend
his remarks.)

Mr. SCHUMER. Mr. Chairman, last
night some of us were in the Cloak-
room watching the rerun of the biog-
raphy of Richard Nixon, which had
the Watergate week in Congress, Wa-
tergate time. When I thought about it,
this Is the most crucial week that Con-
gress will face since that week, the
most crucial week in 16 years because
we have & handle on the debt problem
that has bedeviled us for the last
decade, to turn the slope around and
have the percentage of debt to GNP
actually go down over the next 3 years
instead of going up as it has for the
last .12. We have an opportunity for
once in this body to see beyond the
curve. .

Yes, it is true, our constituents when
we walk up to them are not saying
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please reduce the deficit. It is one of

those abstract, around-the-corner
issues that our politics does not handle
very well,

But we are handling it well this
week, at least 8o far, and that is our
challenge. Savings {3 the key. If Amer-
ica has a weakness in our economy it is
not that we have to restructure and
become like Germany or Japan, but it
is that we do not save enough. Individ-
uals do not save enough, companies do
not save enough, and their leader, the
Government, does not save enough
either. And this is the first time we
have a message we can send, 8 message
to America saying yes, we are willing
to do tt.

Once we reach that point, the logic
flows inexorably in the direction of
the Democratic plan. My colleagues on
the Republican side of the aisle, you
know it, you cannot get a handle on
savings and on the deficit unless you
raise taxes, period. There is not the
votes on your side of the aisle for the
kind of deep cuts that would have to
be done in a true deficit reduction
package without takes. There are not
the votes with Mr. DoLE and Mr. Do-
MExNICI, and the President himself
crossed that Rubicon when he said he
would no longer stick to “read my
lips.” He did, to his credit, put the ben-
efit of the country ahead of a philoso-
phy that is outdated.

Only the House Republicans cling to
the discredited philosophy of the
1980’s. And when they go out there on
Main Street, they will find that thetr
“no new taxes at all eosts, even if it
means the ruination of America” is
not longer at the cutting edge. You
may have been at the cutting edge in
the late 1970's and the early 1980’s,
but you have lost it now, unlike your
Senate counterparts, unlike your
President.

If you are going to raise taxes, which
has to be done, then the difference be-
tween the parties is clear, and that is
maybe why Republicans run away
from the tax issue, because our side is
willing not to say that the middle class

. should get no taxes. They will get

some. But to say that it ought to be
proportionate, that it ought to be pro-
gressive, to say that the rich can pay a
greater share than the middle class. It
is not just the rich who will pay, but in
the Republican plan they will not pay
at all, and the middie class will pay,
and pay and pay through the spending
reductions that you wish to make, but
do not outline as to how. you would
make them.

So our plan with the Rostenkowski
;n;mendment deals with the future and

Is there disappointinent in it? Yes, I
think the defense number, frankly, is
outlandish. We could not get it lower.
But it is not going to be a perfect plan
for anybody, given the challenge, the
future we face.

And I say to my colleagues on both
sides of the aisle, if we want to stay
No. 1 economically, if we want no
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longer to be afraid of the Germanys
and the Japans, then we must, we
must this week rise to the occasion, as
our colleagues did 16 years ago, and
vote for a fair deficit reduction plan
that will keep American No. 1.

Mr. FRENZEL. Mr. Speaker, I yleld
3 minutes to the distinguished gentle-
man from Georgia [Mr. Gmcmcnl.
the Republican whip.

Mr. GINGRICH. Mr. Chalrman. I
thank my friend for yielding time to

me.

Mr. Chairman, I want to say first of
all that for 5§ months the Democrats
asked us to offer a budget. Today we
offered a budget, and the Democrats
promptly ruled it out of order. Their
excuse was that the Republican
budget did not fit the Democratic
Party’s requirements.
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In this Congress, the Democratic
Party waived the Budget Act 62 times,
and 62 times the Democrats found an
excuse to bring their new spending to
the House floor. But the Republican
budget did not increase spending. It
cut spending.

So the Democrats refused to let it be
voted on. Even worse, the Republican
budget had no new taxes and achieved
$410 billion in deticit reduction by con-
trolling spending.

The Democrats are so committed to
tax increases that they had to stop the
Republicans from offering a no-tax-in-
crease budget. Imagine how the aver-
age American must feel watching the
arrogance of the leaders in some of
the Democratie leadership. According
to a public-opinion poll last week, the
American people, by 83 percent to 12
percent, want to cut spending. The.
Democrats reject the 83 percent who
want spending cuts and refuse to even
allow the spending-cuts budget to be
voted on. The Democrats sided with
the 12 percent who want more spend-
ing.

In the same poll, the American
people opposed tax increases by 76
percent to 21 percent. The Democrats
reject the 78-percent anti-tax-increase
maJjority and side with the 21 percent
who want higher taxes.

Three weeks from today the Ameri-
can people can decide whether or not
to give the Democrats more votes to
raige spending and raise taxes or they
can vote Republican for lower spend-
ing and lower taxes.

The Democratic Party’s slogan is to
tax the rich, but their budget today
raises taxes on working Americans.

The gentleman from New Jersey
[Mr. SaxTox] understands the cost of
raising taxes on working Americana In
his State, Jim Florio, a Democratic
Governor, has raised taxes massively,
and his approval rating has dropped to
18 percent. The gentleman from New
Jersey [Mr. Saxron] calculated today
that the Democratic Party budget will
raise $664 on a family of four with
$44,800 in taxabie income. The Demo-
cratic plan raises $254 in taxes by rees-
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tablishing bracket creep on every
American who pays income tax. The
Democratic plan raises $135 in an anti-
family cut of the real value of depend-
ent deductions. The Democratic plan
raises $145 in Medicare taxes, and the
Democratic plan raises $120 on the av-
erage family in excise taxes.

Let me just say this: if you ask the
average American {f you have to raise
taxes, would you rather raise taxes on
the rich, they would probably say yes.
If you asked them do they want to
raise taxes at all, they almost certainly
8ay no.
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(Mr. ROSTENKOWSKI asked and
was glven permission to revise and
extend his remarks.)

Mr. ROSTENKOWSKI. Mr. Chair-
man, in our democratic system we
solve the Nation's problems by shop-
ping in a marketplace of ideas. The
bigger the problem, the more ideas we
generally have to pick from. :

Mr. Chairman, the budget is a big
problem, a very big problem. And not
surprisingly the marketplace of ideas
for deficit reduction Is crowded and
noisy. . :
~ The provision reported out of the
Ways and Means Committee without
recommendation as part of budget rec-
onciliation represents a modestly im-
proved version of the Budget summit
agreement which this Chamber reject-
ed October 5. You will recall that the
chief complaint against the summit
agreement was that it was unfair, plac-
ing too much of the burden of deficit
reduction on the backs of those least
able to bear it.

The committee reported package re-
pairs the more glaring flaws of the
summit. First, it reduces by $10 billion
the harsh provisions relating to Medi-
care beneficiaries, without abandoning
the summit objective of achieving sig-
nificant cuts in spending.

The package also lowers by 1 cent
the gasoline excise tax increase which
was included in the summit agree-
ment, while eliminating the tax on
home heating ofl entirely. And it drops
a provision that would have required a
2-week walting period before unem-
ployed persons could receive compen-
sation. The gulding motive behind
making both of these changes was to
promote equity.

Finally, the Ways and Means Com-
mittee’s reported bill strips away from
the summit agreement $19 billion g{

. revenue-losing provisions. This
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after all, a plan to reduce the deficit, .
rnot to make it bigger.

The summit agreement included &
collection of so-called small business
growth Incentives that no one liked.
They were intended to promote eco-
nomic growth. But the only growth
these proposals would spark is growth
in the tax-shelter industry.

The one revenue-losing provision
from the summit which the committee
retalned was the expansion of the .
earned income tax credit. This provi-
sion is designed to ease the pain of
deficit reduction on America’s poorest
people. Poor people did not benefit
from the excesses which created the
deficit. We see no reason to ask them
to pay for the fiscal cleanup.

Mr. Chairman, we are fast approach-
ing the ttme when we will have to
make & decision on whether we are se-
rious about reducing the deficit. The
deficit debate has divided us like no
other issue in recent memory. This af-
vision has yet to be resolved.

With this thought in mind, the
Ways and Means Committee reported
this package without recommendation.
We belleve that the deficit issue
should not be settled efther in seclud-
ed military quarters or by a select few.

Mr, Chairman, my guess is that the
committee-reported provisions are ev-
eryone’s second choice. Everyone
seems to have a better idea. But, Mr.
Chairman, it is not clear whether any
of these better ideas can successfuly
run the gamut of the legislative proc-
ess. ‘
This will not be our last vote on a
budget deficit package. Whatever the
outcome of future votes, it is tmpor-
tant that we send the message to the
American people, to the markets, and
to the world that we are serfous about
the need for significant deficit reduc-
tion. Nothing less than our own credi-
bility—the health of our economy-—
the standard of lving of future gen-
erations—nothing short of the nation-
al interest is at stake.
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Mr. PANETTA. Mr. Chairman, I
yleld myself 30 seconds.

I say, Watch how your Congressman
votes, because the test will be whether
that Congressman votes for & falr
package, for the deficit reduction, and
not one that just puts the burden on
the middle class and the poor.

Mr. Chairman, I yleld 2 minutes to
the gentleman from Wisconsin [Mr.
Moobpy).

Mr. MOODY. Mr. Chairman, 2
weeks ago this Chamber rejected by
about 60 percent on both sides a so-
called bipartisan summit package that
by almost any measure was not fair. It
had heavy hits on the middle class on
top of 10 years of hits through the
payroll taxes and other ways. It has
heavy blows on Medicare patients. It
hit home heating oil and Imposed & 2-
week delay on unemployment compen-
sation. Meanswhile it had almost no
sacrifice in that package requested of
the wealthy. In fact, there were $12
billion in tax giveaways for “growth”
and another $4 billion in so-called
energy incentives.

However, Mr. Chairman, today we
have a chance to pass a very falr pack-
age. Both the bare bones package re-
ported out by the Committee on Ways
and Means without recommendation
and the Democratic substitute are far
more fair than the summit package.
And they are real. They meet the $500
billion requirement of the President,
unlike the Republican plan which does
not. The Republican plan claims to cut
only $400 billion, or only 80 percent of
the assignment. In fact the reconcilia-
tion portion of the Republican plan,
which we are debating today, only
meets its assignment by about 50 per-
cent.

Mr. Chalrman, the Democratic alter-
native before us today is fair, It puts &
10-percent surtax on taxable incomes
over $1 million. It asks those who
make over $200,000 a year to pay a flat
33 percent of tax rate at the very top
rather than dropping down to 28 per-
cent, as they now do. It softens the hit
on Medicare, removes the home heat-
ing fuel hit, removes the 2-week wait-
ing period on unemployment compen-
sation, and removes altogether the in-
crease in gasoline tax—a heavy part of
the excise package we rejected 2 weeks

ago.

The key fact, I say to my colleagues,
is that the Democratic alternative of
the Committee on Ways and Means is
the first package of all the packages
being considered, all of the packages
being considered, that asks the
wealthy to pay a greater proportionate
sacrifice than the middle class. Every
other package fails that test. I hope
gve{yone will bear in mind this critical

ac v

1 urge adoption of the Democratic

alternative deficit reduction package.
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Mr. FRENZEL. Mr. Chairman, I
yield 2 minutes to the distinguished
gentleman from California [Mr. RoH-
RABACHER]). .

(Mr. ROHRABACHER asked and
was given permission to revise and
extend his remarks.)

Mr. ROHRABACHER. Mr. Chair-
man, America has two alternatives—
we are told the Republican alternative
doesn’t meet the President’s deficit re-
duction challenge. So the House won't
even have the chance to vote on it.

We are told the Democratic alterna-
tive is better, even though its support-
ers obviously don't think it can with-
stand head on head competition.

Mr. Chairman, contrary to what we
are being told the Republican alterna-
tive lowers the level of deficit spend-
ing. The Democratic tax and spend
proposal will do little work than tax us
into recession, leaving us with a higher
level of deficit spending.

The Republican proposal is pro-
growth, antirecession, and encom-
passes spending controls and process
reform. .

The Democratic plan is soak the rich
rhetoric, then business as usual tax,
spend, and decline. Anyone who be-
lieves this antiprogress and anti-take-
home-pay scheme will actually reduce
.the deficit should be in the market for
cheap junk bonds or a gulf-view condo
in Kuwait.

The Democrat plan will push the
economy over the edge and when we
are In recession and the deficit mush-
rooms they will be pointing fingers, in-
stead of looking in mirrors.

The Republican alternative keeps
faith with the taxpayers and with the
retirees, and with the young people
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who will be looking for meaningful
employment * * * young people who
will be taxed-out of jobs by the Demo-
crat tax and spend scheme.

Its time to quit trying to mobilize
support for high tax programs by cul-
tivating envy. The Republicans have a
positive alternative, let’s bring down

the deficit by controlling spending,

not raising taxes.

The American people are not fooled
by all this tax the rich rhetoric. The
Democrats have been in control of this
House for decades. All the tax hikes
and loopholes were not put in place by
the Republican minority. We cannot
even get our bill on the floor for an
honest vote,

Finally, next year when our people -

are suffering recession, they, will know
who to blame for no jobs and increas-
ing deficits, it will be the Democrat
Party who refused even to permit an
alternative from being considered, who
will bare the blame. And all your talk
about the wicked 1980’s won't change
the fact that you have taken America
back to the depressing 1970's.

0 1630

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 op-
portunity to offer an amendment that
did not meet the numbers.

They could have fashioned it in any
way they wanted as long as they met
the numbers. So this is not the issue
of whether or not they had the oppor-
tunity to offer an amendment.

We wanted them to offer one that
met the numbers that the President
wanted us to achieve in terms of defi-
cit reduction.
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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 ex-
ceeds $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 Republi-
cans are unwilling to do that, and we
will let the public decide whether it
was fair for them not to let us offer
our amendment or not. We are not
going to let Democrats decide what
was fair.
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Mr. CONYERS. Mr. Chairman, I rise
in support of H.R. 5835. In its final
form, after all the amendments are
adopted, it will be a good bill given the
limitations placed on the legislative
branch to reach agreement with a
President more intent on preserving
the privileges of the wealthy than on
rebuilding our economy and restoring
fairness.

1 had hoped to be voting today for a
package that is not only fiscally re-
sponsible, but also makes major new
investments in our people, realizes the
full possibilities of an end to the cold
war, and fully recovers from the
wealthy what was stolen from the rest
of the American people during the
-greedy days of the 1980's.

However, with the adoption of the
Rostenkowski amendment on revenues
and entitlements, 1 believe this bill
represents a significant step in the
right direction. ’

Mr. Chairman, as the chairman of
the Committee on Government Oper-
ations which has principal jurisdiction
over reforms to the budget process, I
also am here to offer my views on title
XIV of the reconciliation bill, which
- makes extensive revisions to the
Gramm-Rudman-Hollings law and to
the Congressional Budget Act.

It is not easy for me to come before
this body to speak in favor of includ-
ing this title into the Reconciliation
Act. In a very real sense we are creat-
ing Gramm-Rudman-Hollings 3. I op-
posed the original Graham-Rudman-
Hollings law in 1985. I opposed the re-
visions made in 1987. And if I could
have my way today I would propose a
significantly different budget process
reform bill.

But this title, like the budget resolu-
tion the House passed last week, is a
product of extensive negotiations with
the administration at the budget
summit. Budget task force meetings
among relevant House committees
have worked out the details of title
X1V. Everyone knows the fate of the
summit agreement is intimately linked
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with the budget process revisions and
enforcement provisions of this title.

There are two important provisions
in this title the American people
should know about. First, the surplus
in the Social Security trust fund will
no longer be able to be used by this
“read my lips and read my hips” Presi-
dent to mask the true size of the defi-
cit. Truth in budgeting will be ad-
vanced and the elderly better protect-
ed.

Second, the administration will no
longer be able to manipulate economic
assumptions and overestimate tax col-
lections, in order to trigger a sequester
to reduce the deficit. As a result, Con-
gress should no longer face the dema-
goguery of the White House as it tries
to blame the Congress for causing a
sequester which in reality is caused by
unrealistic numbers from OMB.

The changes envisioned by this title
will undoubtedly create a straitjacket
approach to Federal budgeting. This
probably will ensure that greater defi-
cit reduction is achieved than in previ-
ous years. On the other hand, it will
take a great deal of discretion away
from Congress when it comes to set-
ting spending and revenue policy.

For the next 3 years, and perhaps
for the next 5 years, our hands will be
tied tight. We will have little opportu-
hity to raise new taxes to pay for our
mounting social needs, to take advan-
tage of what should be a large peace
dividend, and to fund new investments
needed to meet our urgent human
needs and to make our' work force
more productive. And outside of
today's vote on the Rostenkowski
amendment, we will also have little
ability to recoup the huge tax breaks
which the wealthy have received over
the past decade from supply-side eco-
nomics. Such restrictions truly make
these budget process revisions a mixed
blessing.
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- BENTSEN? Why does he build coalitions
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in foreign policy and negotiate face to
face, and be totally engaged with for-
eign leaders, and when it comes to the
budget and domestic policy he is not
interested. In fact, he is out campaign-
ing for Republican candidates, playing
politics?

We are stuck here in Washington.
We are absorbing these painful de-
bates with 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 senti-
ments of Democrats about tax fairness. The
plan is both significant and real.

The deficit reduction issue has served to
highlight philosophical differences between
Democrats and Republicans. The goal of the
budget summit agreement endorsed by the
President and the bipartisan teadership 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 individ-
uals who are best able to afford it.

The Democratic alternative also puts an end
to the false notion that only wealthy Ameri-
cans are able to help the economy grow. We
have greater confidence in middle-income
Americans. This alternative provides savings
and investment incentives to the small busi-
nessmen, farmers and small investors who
are the backbone of our economy. A deficit
reduction package that is both fair and real in
the best stimulus for economic growth.

Enactment of the Democratic alternative will
be a major step forward for our country, re-
storing fairness to our Tax Code and confi-
dence abroad.

WAYS AND MEANS DEMOCRATIC ALTERNATIVE
’ SuMMARY

1. The proposed level of increased Medi-
care beneficiary payments would be reduced
from the $28 billion contained in the
Summit Agreement to $10 billion. Total
Medicare savings would be $43 billion rather
than $60 billion.

2. The 2-week waiting period for unem-
ployment benefits would be dropped. (This

= === proposal was also dropped from the modi-

Mr. RICHARDSON. Mr. Chairman,
there is something worse than not
having a budget Friday and shutting
down the Government, and that is a
lame duck session. Talk about the
voters being mad now. Wait until we
go back and face the voters when
there is a lame duck session and we
haven't acted on the deficit.

House Republicans have their plan,
and House Democrats have their plan,
but where is President Bush? Where
does he stand? Why is he more com-
fortable negotiating with Gorbachev
than he is with ROSTENKOWSKI or

fied Summit Agreement reported to the
House Budget Committee on October 10.)

3. The $2 billion of new entitlement
spending, and the $19 billion of revenue
losers (enterprise zones, energy incentives,
extenders and the so-called “growth’ pack-
age) would be dropped.

4. The following revenue provisions would
be dropped entirely from the Summit
Agreement: The gasoline tax and the petro-
Jeum tax; the limitation on itemized deduc-
tions; the HI tax on State and local govern-
ment workers; the disallowance of interest
paid on corporate tax deficiencies; and the
increase in railroad tier 11 taxes.

5. The following provisions of the Summit
would be modified: Airplanes would be
added to the luxury tax; and the distilled
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spirits tax increase would be $1.00 rather
than $1.50.

6. To deal with the progressive problem of
the Summit Agreement, the Democratic Al-
ternative would add the following provi-
sions: the ““bubble” would be eliminated and
an explicit 33 percent rate bracket would be
added; the rate of the individual minimum
tax would be increased from 21 percent to
25 percent; the HI wage cap would be in-
creased to $100,000 rather than $73,000 as
provided in the Summit Management; in-
dexing of the tax brackets and the personal
exemption would be delayed for one year,
and a 10 percent surtax would be imposed
on individuals with taxable incomes above
$1 million.

{From the AARP News, Oct. 15, 1990]

Snrmmr oN BUDGET RECONCILIATION
PROPOSALS

“The American Association of Retired
Persons (AARP) believes that it is vitally
important that the Administration and the
Congress work together over the next sever-
al days to enact into law a federal ‘budget
that fairly distributes the burden of deficit
reduction among all Americans,” said
Horace B. Deets, AARP Executive Director.

Deets added, “to meet the test of fairness,
this budget should take into account the
policies of the last decade which have
placed a greater and greater burden on
those with modest incomes. Those who are
more fortunate must now be asked to pay a
little more.

“*We are very pleased that the Congress
has begun to recognize that older Americans
should not be asked to pay more than their
share,” he noted. “Compared to the original
summit agreement, the plans put forward in
the House and the Senaie over the last
week reduce the burden on Medicare benefi-
ciaries by nearly one-half to two-thirds. We
are also pleased that the Committees reject-
ed more onerous proposals that would have
income-related Medicare premiums or made
changes in Social Security.

“This week the Congress has a tough job.
Faced with proposals from the House Ways
and Mcans and Energy and Commerce Com-
mittees and the Senate Finance Committee,
the Congress must shape a Medicare policy

that the President and a majority in the .

Congress will support.

“The Democratic Alternative offered by
the House Ways and Means Committee,
when combined with the new Medicaid cov-
erage both for low-income Medicare benefi-
ciaries and for children included in the
Energy and Commerce package, constitutes
a fair and effective proposal. Among its
strongest elements are: A Medicare deducti-
ble that would not rise above $100; and no
increase in the amount that doctors can bal-
ance bill their Medicare patients above the
additional 25 percent that was permitted in
last year's Physician Payment Reform legis-
lation.

Deets noted that the Senate Finance
Committee’s proposal is ‘‘far less acceptable
in its present form. With its doubling of
both the Medicare Part B deductible and
the amount some doctors can ‘‘balance bill"”
their Medicare patients above the Medicare-
allowed rate: its very limited protections for
low-income Medicare beneficiaries; and its
reinstated coinsurance on laboratory serv-
ices, the Finance Committee's proposal
clearly places a much heavier burden on the
most vulnerable—those who are sxck and
those who have low incomes.

"The welfare of Americans of all ages is at
stake in this budget debate,” Deets conclud-
ed. “The across-the-board cuts of a seques-
ter or of a government shut-down would
take a dangerous toll on our nation's econo-

my and the millions of Americans—old and
young, rich and poor—who depend on gov-
ernment programs and services. It's time to
put aside partisan politics and find a solu-
tion to the budget crisis that will be fair, eq-
uitable and affordable for theé American
people.”

Ms. OAKAR. Mr. Chairman, first of
all I would like to compliment my
friend, the gentleman from California
[Mr. PANETTA], distinguished chairman
of the Budget Committee, for all of
his patience and hard work. I also
want to pay special tribute to the
chairman of the Ways and Means
Committee, the gentleman from Illi-
nois [Mr. ROSTENKOWSKI], for at-
tempting to do something that would
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indeed be 1nuch more fair to the vast
majority of the American pebple.

The alternative Democratic budget
requires that those who benefited
from the Reagan years must help to
pay for the Reagan years. It is that
simple. It eliminates the tax bubble
for the rich. It imposes a 10-percent
surtax on incomes over $1 million.

0 1740

Who can quarrel with that when the
middle class has been picking up the
tab for the majority of Americans for
so many years?

This package is much, much more
fair to older Americans. It reduces the
unfair -hit on Medicare beneficiaries’
out-of-pocket expenses. It saves the
cost-of-living adjustment not only for
Social Security recipients but for Fed-
eral retirees and railroad retirees, and
it drops a grossly unfair provision con-
tained in the summit deal that would
impose Medicare tax on State and
local government workers that already
are paying their share of retirement
coverage.

In addition to that, it is sensitive to
the needs of the unemployed, and it
drops the 2-week waiting period for
unemployment checks.

In addition, it drops the regressive
gasoline tax. How can anyone quarrel
when the alternative budget will drop
the 9-cent gasoline tax and scales back
the proposed tax on liguor?

I urge passage of the alternative
Democratic substitute.

| voted against the budget summit package,
because it placed an unfair portion of the
burden of deficit reduction on older Amencans
and middle-income Americans.

Mr. Chairman, over the last 10 years, the
period in our history that | 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
middie-income Americans. During this period
of voodoo economics our Nation's deficit tn-
pled. Now we are asked to pay for this
decade of excess and inequity. Although there
are several items in this package that | don't
like, no better or fairer plan, that deals respon-
sibly with deficit reduction has been forthcom-
ing from my colieagues on the other side of
the aisle. The deficit is a cancer which threat-
ens the future of young Americans. Medicare
premiums will not be increased in the first
year. | am concerned about increases in the
future but | believe that in the future Ameri-
cans will demand universal health coverage
for all Americans. | believe health care is the
No. 1 domestic issue and we must address it
comprehensively. | will continue my own fight
to reverse this funding trend, yet the proposat
offered by Chairman ROSTENKOWSK! is much,
much fairer than the $90 billion in Medicare
cuts that the Republican alternative proposed.

My colieagues claim that there are no cuts
in this package and that is not true. Most of
the committees in this House met painful rec-
onciliation targets. Yet, the alternative offered
by my colleague from Hlinois drops a dramati-
cally unfair proposal to impose Medicare H!
tax on State and local retirees who already
have coverage. The alternative eliminates the
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regressive and entimely gascline fax Hhat
could cripple our interptate commeroe; it drops
untair increases on tier 4 miload eetrees.
Contrary {0 earhier mecommendations, the
package keeps a pledge to our civil servanis
for st cost-of-living adjustreents for al Feder-
al annuitarts and, stil retains B 50-50 dump-
surm benefit 401 Faderal netireas age 65 or with
30 years of service. The Democratic aterna-
tive drops the absurd 2-week waiting period
for unemployment checks.

o0 do this, our distinguished Ways and
Means Commitiee chairman simply asks us $0
raquire that wealthy Amencans pay their fair
share. This package eliminates the grossly
unfair tax bubble. # increases the Medicare HI
wage cap from $53,000 to $100,000. it re-
quires ihe Donatd Trumps of this worid to pay
a iittle more tax on their yachts and private
jets. No, Ms. Helmsly, taxes are not just for
the fitle people. Those who benefited énom
the Reagan yaars must be asked 10 help pay
for the Reagan years. { unge my colleagues to
support the Rostenkowski amendment.
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Mr. HEFLEY. Mr. Chairman, foday we are
witnessing a triumph for left-wing politics in
America. After having their pro-tax candidates
completely defeatad in the previous three
Prasidential elections, their strong-arm con-
gressional leadership run out of office in dis-
grace, and their remaining {eadership divided
and weak, the Democrats have rebounded o
what can only be describad as one of the
great come-from-behind wictories of all time,
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This reconciliation package is the symbol of
that victory.

Just what does this “victory” mean for the
American taxpayer,

A record tax increase: Amencans currently
carry the highest peacetime tax burden in his-
tory. This plan would add to that burden a
record tax increase of $144.7 billion over the
next 5 years. If you include increased user
fees and other expenses, this package will in-
crease the cost of the Federal Government to
Americans by $177.7 billion.

Abuse of Federal trust funds: This package .

abuses several of the Federal trust funds, in-
cluding Social Security, by raising their respec-
tive fees and then using that money to bal-
ance the budget.

No spending cuts: With the exception of de-
fense, there are no spending cuts inctuded in
this package. All other Federal spending
areas are slated to increase over the next 5
years.

Bogus economic assumptions: The eco-
nomic assumptions included in this plan pre-
dict record economic growth and interest
rates that 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, infiation 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 inciuded in the budget reso-
lution.

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 bil-
lion. Here's why.

No spending restrictions: Without enforcea-
ble spending caps, Congress will continue to
spend more money than it takes in. In the
post-war period, Cengress has spent $1.58 for
every dollar it raises in taxes.

Over-priced tax increases: Congress chron-
ically over-estimates the amount of revenue it
will rais@ by increasing taxes. Every tax in-
crease we passed during the 1980's failed to
raise as much money as the tax committees
and Congressional Budget Office claimed it
would.

Phantom interest savings: The interest sav-
ings included in this package are never going
to happen. These projected savings are ex-
pected from lower future deficits and lower in-
terest rates. Since neither is going to happen,
interest expenses are going to increase, not
fall.

It we adopt the Democrat’s budget reconcil-
iation package today, then next year we will
have a farger deficit, an economy in reces-
sion, and a Federal budget process that failed
in every way since its inception in 1974.

What can we do to avoid this? Adopt the
Republican alternative.

Spending cuts: The Republican alternative
includes real spending cuts. Our deficit prob-
lems are the result of too much spending, not
too few taxes. The Republican alternative cuts
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defense spending and freezes discretionary
spending, entitlements, and foreign aid.

- Budget reforms: Furthermore, the Republi-
can alternative includes much-needed budget
reforms that will prevent this type of last-
minute budgeting from happening in the
future. These reforms include eliminating the
fraudulent "‘current sarvices” budgeting, so in
the future a - spending increase is called a
spending increase, not a program cut.

No tax increases: Republicans recognize
that Americans are drowning under thier cur-
rent tax burden. For that reason, this package
does not include any new taxes, including no
increased Medicare premiums.

Mr. Chairman, if giving committoe chairmen
the responsibility of cutting spending was the
way to reduce the deficit, we would have bal-
anced the budget 20 years ago. The Demo-
crat proposal demonstrates that truth only too
clearly. The only hope we have today of true
deficit reduction is to adopt the Republican al-
ternative and reform the budget process.
Since the Democrats have prevented us from
doing that today, we should kill their tax-and-
spend proposal and force them to consider
our alternative plan. Otherwise, the deficit will
continue to grow, the economy will sink into
recession, and next year House Republicans
will be coming to the floor saying *| told you
s0.” | can tell you now those words will be a
holtow victory.

Mr. SYNAR. Mr. Chairman, this budget deci-
sion is a recognition by Congress that we
have crossed the last bridge of easy answers.
This bridge must be crossed in order to get to
the solutions that have eluded us for way too
long. Once this bridge is crossed, Members
can begin the process of correcting the mis-
takes of the Reagan era which permitted the
wealthier to be undertaxed; and which saw an
excessive growth in defense spending leading
to the present budget crisis. My support of
this bill has not been an easy decision.

| voted against the budget summit agree-
ment on October 4 and voted for the revised
budget on October 7, with the expectation
that a fair agreement could be devised. | be-
lieved there had to be four elements to be
fair. First, it had to protect poor elderty Ameri-
cans from unfairly high Medicare premiums
and annual deductible amounts. There had to
be provisions under Medicare that did not
simply shift costs to beneficiaries who can not
afford to pay. Second, the revenues raised
had to recognize that working Americans and
the middie class, have borne a disproportion-
ate share of the cost of Government over the
past 10 years. Third, the tax bubble had to be
eliminated so that the richest Americans
would not pay tess of a share of taxes than
middie income and working taxpayers. Fourth,
the burden of deficit reduction had to be
shared.

For the past week, | have participated in the
process and listened to the comments and
suggestions of my Oklahoma constituents.
There are competing interests in this debate
and { 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 | like in the budget and
there are sections for which | would not vote if
these were included in separate legislation.
On. the plus side, the Democratic alternative
clearty’ begins to reverse the regressive tax
structure of the past decade which has al-
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lowed the richest Americans to avoid their fair
share of taxes. Contrary to the Republican al-
ternative, the agreement does not rely heavily
on hidden taxes which are thinly disguised as
user 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 taxpayef.

There is actual deficit reduction in the pack-
age, not sham techniques. The actual reduc-
tions over 5 years are significantly more than
that proposed by the Republicans. This is the
first reduction | have seen in my tenure. | am
convinced it will assist in stimulating the econ-
omy and provide for growth.

| have a responsibility to ensure that Gov-
ernment takes care of the needy and devel-
ops a sound infrastructure for the future. This
bill begins the move toward those goals.
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spirit and the letter of its reconciliation-instruc~
tions: | ask-the members. to-support-these- pro-
-visions-and support the passage-of-H.R-5836.-

Mr. RAHALL. Mr. Chairman, | am very reluc-
tant to vote for this resolution. | will, of course,
reserve judgment on the conference report.
Earlier | voted No on the Rule, and | 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 | do instead of raising taxes? |
would probably not design a budget such as
that designed by the Republicans. | certainly
would not inflict the pain of deficit reduction
on handicapped children, or the frail elderly
who depend on Medicare and Social Secunity.

But | would reduce the deficit and balance
the budget over 5 years, as has been stated
here before by myself and others, simply by
reducing defense spending, cutting NATO
support, and reducing foreign and internation-
al aid.

| 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 | 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 veter-
ans’' pensions and health benefits, and in stu-
dent loans, - ’

The budget package, even without taxes,
does grave damage to domestic programs
here at home, and will cause panic and up-
heaval in many lives before we are through
with it in 5 years time.

Mr. Chairman, there is nothing wrong with
this process except that which brought us to
this process in the beginning—and that is the
Gramm-Rudman-Hollings Act which should, in
my opinion, be repealed. No one abides by it.
We waive its requirements and jurisdictions
here at the drop of a hat. We use it to suit our
immediate needs to get off the hook when-
ever that need arises.

Yet when crunch-time comes—and | blame
the President directly for the 5-month detay in
this reconciliation process since the May ist
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, play-
ing 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 dis-
appointment 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 1 and
Gramm-Latta |l 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 quadru-
pled itself into the critical mass it has become
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today. Democrats tried, have tried, to keep the
deficit down, by sending Presidents over the
last decade annual appropriations bills that
were far below the amounts requested by
Presidents in the White House. And we did it
at great sacrifice of domestic programs for the
elderly, for educationally deprived children, for
the economic welfare of our States and iocal-
ities back home—all because of Mr. Reagan's
voodoo economics to blithely cut taxes, while
approving the most massive, peacetime de-
fense buildup ever known to man. In order to
build that nuclear, pie-in-the-sky, arsenal of

planes that won't fly and Star Wars and Bril-.

liant 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 eco-
nomic 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 dis-
placed workers.

Increases for child care or for chapter 1 re-
medial education for young children? Forget it.
We barely hung onto EDA and ARC funding,
under a Presidential decree that these pro-
grams be zeroed out of existence.

In the past 2 years, we have failed to pro-

vide catastrophic health care fo the elderly, .

and under the new rules in this package, we
bind the hands of appropnators and ourseives
for 5 long years, during which time we will be
unabie to even consider the need for health
care for 37 million Americans who have
access to absolutely no medical care at all.
And lest we forget, one out of every 5 of
those 37 million Americans without heath care
are children—children often conceived and
reared in such dire poverty throughout these
United States, not just Appalachia, that
they've never had three nourishing meals a
day, a decent home, decent or warm clothing,
or care from a doctor or a dentist. Children
don't go to the polls and vote—and they have
no voice unless it is ours raised in their behalf.

For 10 years Democrats have tried to do
two things. Work with Republican administra-
tions, support the President of all the prople
as often as possible, and to keep down
spending as evidenced by the appropriations
bills sent to the White House for signature
over that decade that were less in dollar
amounts than the White House demanded.

We have seen ourselves castigated, as
Democrats, as incumbents, for the sins of
others—namely those in charge of the White
House, for too long.

Dr. Feelgood doesn't live there any more,
but we do have a President who said “read
my lips,” and when that didn't work, made a
joke of the economically perilous times we are
currently in by saying “read my hips.” | don't
think the people of West Virginia found it very
funny.

And during these past 2 weeks, when ex-
haustive efforts have been made by all in-
volved to come up with something fair—just
plain, old simple fairness in terms of a
budget—the President has been off cam-
paigning for his friends, and when he isn’t
doing that, he apparently is sitting in the War
Room contemplating foreign policy. He cer-
tainly bowled me over the other day when he
admitted he preferred making foreign policy,
to making domestic policy. And that policy

certainly has been embraced by his Secretary -
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of Defense who recently stated that it was de-
lightful 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, leav-
ing Bush and Cheney in charge? Do we dare
leave them in charge, if we adopt this budget
package today?

It's a 5-year package, Mr. Chairman. is that
why Desert Shield, for which | gave the Presi-
dent my support, is separate and apart from
the rest of the budget? So that no matter
what happens in the next 5 years, if the Presi-
dent wants war in the Persian Gulf, he can
unilaterally declare one all by himself, and get
funding for it to boot?

{ am a Democrat, and | am tcid by the Re-
publican Members of this body that since we
control the Congress, everything bad that has
happened is our fault. Well, the President has
vetoed and been sustained 14 times on major
legislation during this Congress alone and |
say, it's a two-way street Mr. President. Read
the Constitution.

My people in West Virginia have been taxed
to the absolute extent of their ability to pay.
Thousands are out of work; thousands more
have left their beloved State and gone else-
where for work, for they no longer possess
the dignity that goes with a paycheck and the
geod feeling that comes from putting a meal
on the table for their children, or warm cloth-
ing 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. | hope they are right:
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Mr. KLECZKA. Mr. Chairman, today the
House considers H.R. 5835, the Omnibus
Budget Reconcifiation Act of 1990. This bill is
the revised version of the $500 biltion deficit
reduction package negofiated by Congress
and the President,

White it requires that we bite the buftet and
put our fiscal house in order, it does so in a
less harsh manner than the faled summit
agreement. | voted against the summit agree-
ment October 4. This reconciiation bill is not
perfect, but it is the best compromise we can
hope for given the size of our task.

Specifically, the reconcitiation b addresses
one of my chief concems—the large and
urfair Medicare cuts on the eiderly. Under the
summit agreement, these cuts would have
been $60 billion, which was half of ail domes-
tic cuts.

The reconciliation bill reduces the out-of-

costs shouldered by the eiderly by
two-thirds. The deductible will increase only
$100, rather than the $150 deductible con-
tained in the fafled agreement. Furthermore,
the increase in the part B premium wil be
lower and slower than in the summit agree-
ment.

Other inequities are corrected In this recon-
ciliation bill. The 2-cent tax on heating ol is
removed, as is the 2-weeck delay for receiving
unemployment benefits.

This bilt drops the 12-cent increase In the
gasoline tax. R drops $4 bilion in tax breaks
for o and gas companies provided by the
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incantives” proposed by the President—which
only serve as wastefut tax shelters for the
wealthy.

in reference to faimess of this budget bill
and its mpact on the taxpayers, H.R. 5635
makes mprovements for the middle class and
asks the wealthy to chip in more of their
share.

The failed summit agreement would have
increased taxes for those earning between
$20,000 and $50,000 by 3 percent to 3.5 per-
cent. The reconciliation bill wili only increase
thé added tax burden by 1 percent.

As for weaithy taxpayers earning over
$200,000, the summit pact would have only
increased taxes by 0.3 percent. The reconcili-
ation bill increases this to 7.4 percent. These
taxpayers will pay their fair share in this
budget reconciliation act. .

Other budget process reforms are included
in the bill. These include requirements that
future revenue Of spending legislation be
made budget-neutral, that is, we will have pay-
as-you-go procedures. kn addition, the bill will
remove the Social Security surpius from
budget caiculations. 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. |
wrge my colieagues to support the budget rec-
onciliation act.

The CHAIRMAN. All time for gen-
eral debate has expired.

Pursuant to the rule, the bill is con-
stdered as read. The amendments
printed in part 1 of House Report 101-
832 are adopted in the Committee of
the Whole and in the House.

The text of the bill, HR. 5835, as
modified, is as follows:

H.R. 5835

Be it enacted by the Senale and House of
Representatives of the United States of
America tn Congress cssembied,

SECTION 1. SHORT TITLE.

This Act may be cited as the "Omnibus
Budget Reconciliation Act of 190",

SEC. £ TABLE OF TITLES.

Title 1. House Committee on Agriculture.

Title II. House Committee on Banking, Fi-
nance and Urban Affairs.

Title IIl. House Committee on Education
and Labor.

Title IV. House Committee on Energy and
Commerce.

Title V. House Committee on Interior and
Insular Affalrs.

Title V1. House Committee on the Judiciary.

Title VII. House Committee on Merchant
Marine and Fisheries.

Title VIIL. House Committee on Post Office
and Civil Service.

Title IX. House Committee on Public Works
and Transportation.

Title X. House Committee on Sclence, Space
and Technology.

Title XL House Committee on Veterans Af-
fairs.

Title XII. House Committee on Ways and
Means: Spending. X

Title XIII. House Committee on Ways and
Means: Revenues.
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TITLE 1—-COMMITTEE ON AGRICULTURE
SEC. 1001. SHORT TITLE: TABLE OF CONTENTS.

(a) SHorT TITLE.—This title may be cited
:.;ogl?_e “Agricultural Reconciliation Act of

(b) TaBLE oF CoNTENTS.—The table of con-
tents is as follows:

Sec. 1001. Short title; table of contents.

-Subtitle A—Commodity Programs

1101. Triple base for deficiency pay-

ments.

1102. Calculation of deficiency pay-
ments based on 12-month aver-
age.

Acreage reduction program for
1991 crop of wheat.

Acreage reduction programs for
1992 through 1995 crops of
wheat, feed grains, upland
cotton, and rice.

Soybean marketing loan.

Loan origination and program
service fees.

Proven yields for 1991 through
1995 crops of feed grains.

End rows to meet acreage reduc-
tion requirements.

Surface reservoir encouragement
program and other savings.

Subtitle B—Other Agricultural Programs

Sec. 1201. Authorization levels for REA
loans.

Authorization levels for FmHA
loans.

APHIS Inspection user fee on
international passengers.

Market promotion program.

Integrated farm management
program option.

Other rural development pro-
grams.

Subtitle C—Food Stamp and Related
Provisions

1301. Food stamp program.

1302. Commodity distribution and sup-
plemental food programs.

1303. Distribution of surplus commod-
ities to special nutrition
projects; processing agree-
ments.

1304. TEFAP reauthorizations.

1305. Nutrition education authoriza-
tion.

Subtitle D—Agriculture Committee
Oversight of Credit

1401. Credit activities of government
agencies and Instrumentalities.

1402. Report on farm credit and the is-
suance of related notes and the
redemption thereof.

1403. Effect of changes in government
policy on farm credit, and agri-
culture.

Subtitle E—Contingent Termination Date
Sec. 1501. Contingent termination date.

Subtitle A—Commodity Programs
SEC. 1101. TRIPLE BASE FOR DEFICIENCY PAY-
MENTS.

(a) IN GenNeraL.—The Secretary of Agri-
culture (hereafter in this title referred to as
the “Secretary”, unless the context other-
wise requires), in making available to pro-
ducers deficiency payments otherwise au-
thorized by law for each of the 1992
through 1995 crops of wheat, feed gralns,
upland cotton, and rice, shall compute the
amount of such payments by multiplying—

(1) the payment rate; by

(2) the payment acres for the crop (as de-
termined under subsection (b)); by

(3) the farm program payment yield for
the crop for the farm.

Sec.

Sec.

. 1103.

Sec. 1104.

1105.
1106.

Sec.
Sec.
Sec. 1107.
Sec. 1108.

Sec. 1109.

Sec. 1202.
Sec. 1203.

Sec. 1204.
Sec. 1205.

Sec. 1208.

Sec.
Sec.

Sec.

Sec.
Sec.

Sec.

Sec.

Sec.
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(b) PAYMENT AcRrEs.—For purposes of sub-
section (a)(2), payment acres for a crop
shall be—

(1) the number of acres planted to the
crop for harvest within the number of acres
obtained by multiplying—

(A) the crop acreage base for the crop for
the farm; by

(B) the base reduction percentage (as de-
termined under subsection (¢)); less

(2) the quantity of reduced acreage (as de-
termined under subsection (d)(1)).

(¢) BASE REDUCTION PERCENTAGE.—For pur-
poses of subsection (b)(1)XB), the base re-
duction percentage shall be—

(1) in the case of each of the 1992 and
1993 crops, 85 percent;

(2) in the case of the 1994 crop, 80 per-
cent; and

(3) in the case of the 1995 crop, 75 per-
cent.

(d) REDUCED AND PERMITTED ACREAGE.—

(1) REDUCED ACREAGE.—For purposes of
subsection (b)(2), the quantity of reduced
acreage for & 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 CoOMMODITIES ON PERMITTED
ACREAGE.—The Secretary shall permit pro-
ducers on a farm to plant on permitted acre-
age for which the producers do not receive
deficiency payments—

(1) program crops (wheat, feed grains,
cotton, or rice);

(2) oilseeds (soybeans, sunflower, canola,
rapeseed, safflower, flaxseed, mustard seed,
or any other oilseeds the Secretary may des-
ignate);

(3) sweet sorghum, popcorn, guar, sesame,
castor beans, crambe, plantago ovato, triti-
cale, rye, guayule, milkweed, mung bean,
meadowfoam, jojoba, or kenaf;

(4) commodities grown for experimental
purposes. as determined by the Secretary;

(5) commodities for which no substantial
domestic production or market exists, as de-
termined by the Secretary; or

(6) any experimental crop, including
annual herbaceous, or short-rotation woody
crops, the production of which the Secre-
tary determines is necessary to meet
demand or anticipated demand for ethanol
or other biofuels production.

(f) LOAN ELIGIBILITY.—

(1) PROGRAM CROPS.—Producers on a farm
who devote permitted acreage (for which
the producers do not receive deficiency pay-
ments) to program crops described in sub-
section (e)1) shall be eligible for loans
under the Agricultural Act of 1949 (7 U.S.C.
1421 et seq.) with respect to the acreage.

(2) Oi1Lseeps.—Producers on a farm who
devoted permitted acreage (for which the
producers do not receive deficiency pay-
ments) 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 PAY-
MENTS BASED ON 12.MONTH AVER.
AGE.

For purposes of calculating deficiency
payments for each of the 1991 through 1995
crops of wheat, feed grains, and rice, the
payment rate for a crop shall be the amount
by which the established price for the crop
exceeds—

(1) in the case of wheat and feed grains,
the higher of—

(A) the lesser of —

(1) the national weighted average market
price received by producers during the mar-
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keting year for the crop, as determined by
the Secretary: or

(ii) the national weighted average market
price received by producers during the first
5 months of the marketing year for the
crop, as determined by the Secretary, plus
10 cents per bushel; or

(B) the loan level determined for the crop;
and

(2) in the case of rice, the higher of—

(A) the national average market price re-
ceived by producers during the marketing
year for the crop, as determined by the Sec-
retary; or

(B) the loan level determined for the crop.
SEC. 1103. ACREAGE REDUCTION PROGRAM FOR

1991 CROP OF WHEAT.

As soon as practicable after the date of
enactment of this section, the Secretary
shall announce an acreage limitation pro-
gram for the 1991 crop of wheat under
which the acreage planted to wheat for har-
vest on a farm would be limited to the
wheat crop acreage base for the farm for
the crop reduced by 15 percent.

SEC. 1104. ACREAGE REDUCTION PROGRAMS FOR
1992 THROUGH 1995 CROPS OF WHEAT,
FEED GRAINS, UPLAND COTTON, AND
RICE.

(a) IN GENERAL.—EXxcept as provided in
subsection (b), the Secretary shall announce
an acreage limitation program for each of
the 1992 through 1995 crops of —

(1) wheat under which the acreage plant-
ed to wheat for harvest on a farm would be
limited to the wheat crop acreage base for
the farm for the crop reduced by—

(A) in the case of the 1992 crop of wheat,
not less than 6 percent;

(B) in the case of the 1993 crop of wheat,
not less than 5 percent;

(C) in the case of the 1994 crop of wheat,
not less than 7 percent. and

(D) in the case of the 1995 crop of wheat,
not less than 5 percent,

(2) corn, grain sorghum, barley, and oats
under which the acreage planted to the re-
spective feed grain for harvest on a farm
would be limited to the respective feed grain
crop acreage base for the farm for the crop
reduced by not less than 7% percent,

(3) upland cotton under which the acreage
planted to upland cotton for harvest on a
farm would be limited to the upland cotton
crop acreage base for the farm for the crop
reduced by—

(A) in the case of the 1992 crop of upland
cotton, not less than 15 percent: and

(B) in the case of each of the 1993, 1994,
and 1995 crops of upland cotton, not less
than 20 percent; and

(4) rice under which the acreage planted
to rice for harvest on a farm would be limit-
ed to the rice crop acreage base for the farm
for the crop reduced by—

(A) in the case of the 1992 crop of rice, not
less than 18% 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 RaT10.—Notwithstand-
ing 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 per-
cent; 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
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shall support the price of soy-
beans in each of the 1991 through 1985 mar-
keting years at a level of not Jess than $5.26
per bushel.

(b) Loan Onicivarion Pres.—

(1) In exwzmAL-The BSecretary shall
charge a producer a loan origination fee, in
connection with making s loan under sub-
section (), equal to not more 7 percent of
the amount of the loan. -

(2) Loam DEFICIENCY PAYMESTS.—H the
Secretary charges a loan erigination fee for
loans made for a ¢rop of soybeans under
paragraph (1) and makes loan defictency
payments for the crop, the Secretary shall
reduce the amount of any such loan defi-
ciency payment by an amount equal to the
amount of the loan origination fee.

(c) ErracTIvE LoaN RaTE—Notwithstand-
tng any other provision of this section, the
effective loan rate for a crop of soybeans
(calculated as the lcan level for the erop less
any loan arigination fees) under this section
shall not be more than $4.87 per bushel.

SEC. 1106. LOAN ORIGINATION AND PROGRAM
BERVICE FER8.

(a) Bucar, Hoxxy, Praxvrs, AXD ToOBAC-
co.—Effective for each of the 1991 through
1995 crops of sugarcane, sugar beets, honey,
peanuts, and tobacco, the Becretary 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 Becretary shall ensure that fees
imposed for & loan for & crop of peanuts or
tobacco under this subeection shall be
shared equally between producers and pur-
chasers.

(b) WoorL.—Effective for each of the 1991
throogh 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 mohsir a program service fee equal to
not more 1 percent of the amount of pay-
ments made under the National Wool Act of
1954 (7 US.C. 1781 et seq.) for wool and
mohair for such marketing year.

SEC. 1107. PROVEN YIELDS FOR 1991 THROUGH 1995
CROPS OF FEED GRAINS.

Not.wimst.mding any other provision of
law, effective for each of the 1991 through
19985 crops of feed grains, the Secretary
shall not calculate farm program payment
yields on the basis of actual ylelds of feed
grains, as provided in secticn 505(a) of the
Agricultural Act of 1949 (as amended by sec-
ticn 1131 of S. 2830 (as passed by the House
of Representatives on August 3, 1950)).

8EC. 1108. END ROWS TO MEET ACREAGE REDUC-
) TION REQUIREMENTS.
Notwithstanding any eother provision eof
law, producers shall not be allowed to meet
acreage limitation or set-aside requirements
by idiing end rows, as provided in section
1122 of 8. 2830 (as passed by the House of
Representatives on August 3, 1990).

BEC. 1109. SURFACE RESERVOIR ENCOURAGEMENT
PROGRAM AND OTHER SAVINGS.

(a) Surrace RESERVOIR.—The Becretary
shall not establish a program to encoursge
surface reservoirs, as provided in subtitle C
of title XI of §. 2830 (as passed by the
House of Representatives on August 3,
1890).

(b) OTHRR SavinNgs.—Section 201(dX2)(B)
of the Agricultural Act of 1949 (7 U.S.C.
1446(d)(2XB)) is amended—

(1) in clause (i), by striking “‘the period be-
ginning on April 1, 1986, and ending on De-
cember 31, 1986, 40 cents” and inserting
“during calendar year 1891, 5 cents”; and

(2) in clause ¢(ii), by striking “first 9
months of 1987, 25 cents” and inserting
“calendar years 1983 through 1995, 1125
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SEC. 1241. AU‘I‘HOHZA‘I'ION LEVELS FOR REA
LOAN

(a) In Gnnn..—&xbject to the other pro-
vistons of this section and notwithstanding
any other provision of law, for each of fiscal
years 1991 through 1996, loans may be in-
sured in accordance with the Rural Electri-
fication Act of 1936 (7 U.B.C. 901 et seq.)
from the Rural Electrification and Tele-
phone Revolving FPund established under
section 301 of such Act (7T UB.C, 931) in
amounts equal to the following levels:

(1) Por fiscal year 1991, $896,000,000.

(2) For fiscal year 1892, $832,600,000,

13) Por fiscal year 1993, $069,000,000,

(4) For fiscal year 1994, $1,008,000,000.

(5) For fiscal year 1985, $1,048,000,000.

(b) RrEpvUcTIONR.—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
availabie for insured loans made from the
Rural Electrification and Telephone Revolv-

-ing Pund by—

(1) $224,000,000 for fiscal year 1991;

(2) $234,000,080 for fiscal year 1992;

(9) $244,000,000 for fiscal year 1893;

<4) $258,000,000 for fiscal year 1964; and

(5) $267,000,000 for fiscal year 1995.

(c) MaNDaTORY LEVELS.—-Notwithstanding
any other provision of law, the Administra-
tor shall insure loans at the levels author-
ized by this section for each of fiscal years
1891 through 1995.

(d) GUARANTERD Loans.—Notwithstanding
any other provision of law, in earrying out
the Rural Electrificatton Act of 1936 (7
U.B8.C. 901 et seq.), the Administrator shall
increase the amounts otherwise made avail-
abie to0 guarantee loans made by legally or-
ganized lending agencies. The loans shall be
guaranteed at 80 percent of the prineipal
amount of the loan.

SBC. 112, AUTRORIZATION LEVELS FOR FmHA
LOANS.

(a) In GEnERAL.—Subject to the other pro-
visions of this section and notwithstanding
any other provision of law, for each of fiscal
years 1991 through 1895, real estate and op-
erating loans may be insured, made to be
sold and insured, or guaranteed in accord-
ance with subtitles A and B, respectively, of
the Consolidated Farm and Rural Develop-
ment Act (7 U.S.C. 1921 et seq.) from the
Agricultural Credit Insurance Fund estab-
lished under section 309 of such Act (7
U.8.C. 1929) in amounts equal to the follow-
ing levels:

(1) For fiscal year 1991, $4,175,000,000, of
which not tess than $827,600.000 shall be for
farm ownership loans under subtitle A of
such Act. )

¢2) For fiscal year 1892, $4,343,000,000, of
which not less than $861,000,000 shall be for
farm ownership loans under subtitie A of
such Act.

(3) For fiscal year 1993, $4.516,000,000, of
which not less than $895,000,600 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 8968000000511311 be for
farm ownership loans under subtitle A of
such Act.

(b) APPORTIONMENT OF INSURKD AND GUAR-
ANTEED Loaws.—S8ubject to subsection (¢),
the amounts set forth in subsection (a) shall
be apportioned as follows:

(1) For fiscal year 1991~

(A) $1,019,000,000 for incured losns, of
which not less than $83,000,000 shall be for
farm ownership loans; and
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(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 1083—

(A) $1,102,000,000 for insured loans, of
which not less than $90,000,0600 shall be for
farm ownership loans; and

(B) $3,414,000,000 for guaranteed loans, of
which not less than $805,000,000 shell 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 $04,000,000 shall be for
farm ownership loans; and

(B) $3,550,000,000 for guaranteed loans, of
which not less than $837,000,000 shall be for
guarantees of farm ownership loans.

(5) For fiscal year 1985—

(A) $1,192,600,000 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 legs than $871,000,000 shall be for
guarantees of farm ownership loans.

{(c) TRANSFER oF FUNDS FROM INSURED TO
GuARANTZIED LoaNns.—Notwithstanding any
other provision of law, for each of fiscal
years 1881 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 1892;

(C) $710,000,000 for fiscal year 1983;

(D) $808,000,000 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
avallable amount of insured loans in each of
the fiscal years to guarantee loans made
from the Fund.

(¢) MARDATORY LEVELS.—Notwithstanding
any other provision of law, the Secretary
shall make or insure loans at the levels au-
thorized by this section for each of fiscal
years 1891 through 1995.

SEC. 1203. APHIS INSPECTION USER FEE ON INTER-
NATIONAL PASSENGERS.

(a) IN GENERAL.—The Secretary may pre-
scribe and collect fees to cover the cost of
providing agricultural quarantine and In-
spection services in connection with the ar-
rival at a port in the customs territory of
the United States, or the preclearance or
preinspection at a site outside the customs
territory of the United States, of an interna-
tional passenger.

(b) 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 col-
lected.

(€) AGRICULTURAL QUARANTINE INSPECTION
User FEE ACCOUNT.—

(1) EsSTABLISHMENT.—There is established
in the Treasury of the United States & 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 fnspection
services under this section.

€(2) AMOUNTS IN ACCOUNT.—

(A) DerosiTs.—All fees collected under
this subsection shall be deposited in the Ac-
count.

(B) AUTHORIZATION OF APPROPRIATIONS.—
There are suthorized to be appropriated
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amounts in the Fund fer use by the Becre-
tary of Agriculture for quarantine or inspec-
tion services.

d) ADJUSTMERT IR Frz AMouxts.—The
Secretary shall adjust the ameunt of the
fees to be assessed under this section to re-
flect the cost to the Secretary in—

(1) administering this section;

(2) carrying out the activities at ports in
the 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
ns!("icmtuml quarantine inspection services;
an

(3) maintaining & reasonable balance in
the Account.

_SEC. 1304 MARKET PROMOTION PROGRAM.

Notwithstanding any other provision of

law, the Commodity Credit Corporation .

shall not make available assistance to carry
out the market bromotion program estab-
lished under section 202 of the Agricultural
Trade Act of 1978 (as amended by section
1221(a) of 8. 3830 (as passed by the House
of Representatives on August 3, 1990)) at &
level In excess of $300,000,000 for each of
the fiscal years 1991 through 1995.

SEC. 1205. INTEGRATED FARM MANAGEMENT PRO-

GRAM 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 Hmi-
tation or set-aside requirements spplicable
to producers participating in the integrated
farm management program option estab-
lished under section 1611 of 8 2830 (as
passed by the House of Representatives on
August 3, 1990).

SEC. 1206. OTHER RURAL DEVELOPMENT PRO-
GRANS.

(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 Representa-
tives on August 3, 1990).

(b) APPROPRIATIONS.—Notwithstanding
any other provision of law, titles XIX,
XX, XXI, XXII, XXIII, XXIV, XXVI,
XXVIL 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—-Foed Stamp and Related Provisiems
SEC. 1301. FOOD STAMP PROGRAM.

(8) ALLOCATION POR JOB TrRAINING PrRO-
orAM.—Effective October 1, 1990, paragraph
(1) of section 16(h) of the Food Stamp Act
of 1977 (1 U.S.C. 2025(h)(l)) 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(aX1), the samount of
$75,000,000 for each of the fiscal years 1991
through 1995 to carry out the employment
and training program under section 6(dX4),
except as provided in paragraph (3), during
the fiscal year.”.

(b) EXTENSION OF PILOT ProJECTS.—Sec-
tion 17(bX1) of such Act (7 USC.
2026(bX1)) is amended by striking “1990"
and inserting ~1985".

(¢) AUTBOREZATION OF APPROPRIATIONS.—
Section 1&aX1) of such Act (7T US.C.
2027(aX1)) ts amended by striking the first
two sentences and inserting the following
new sentence: “To earry out this Act, there
are authorized to be appropriated such
sums as are necessary for each of fiscal
years 1981 through 1965.”.

(d) BLoCE GRANT TO PuErTO RI1CcO.—Effec-
tive October 1, 1990, section 1XaX1XA) of
such Act (Y U.8.C. 2028(aX1XA)) is amended
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by striking "“$825,000,000'° and all that fol-
lows through “September 30, 1890” and In-
gerting “$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 BISTRIBUTION AND SUP.

PLEMENTAL FOOD PROGRAMS.

Effective October 1, 1880, the Agriculture
and Consumer Protection Act of 1973 (7
US.C. 812¢c note) is amended—

(1) in section 4(a), by striking ~1986, 1987,
1988, 1989, and 1990 and inserting 1991
through 1885"; and

(2) in section 6(aX2), hy striking 1988
through 1980” and inserting “1991 through
1995".

SEC. 1303. Dls‘l'RlBU'l’lON OF SURPLUS ©COMMOD-
ITIES NUTRITION
AGREE-

Section 1114(a)(2)(A) of the Agriculture
and Food Act of 1981 (7 U.S.C
1431e(a)(2XA)) 18 amended by striking
*1990" and inserting “1995".

SEC. 1304. TEFAP REAUTHORIZATIONS.

The Temporary Emergency Food Assist-
ance Act of 1983 (7 US.C.
amended—

) 0(4D effective October 1, 1990, in section

(A) by striking subsections (a) and (b);

(B) by redesignating subsections (¢) and
(d)das subsections (a) and (b) respectively;
an

(C) in subsection (a)(1) (as so redesignat-
ed), by striking “ending September 30, 1986,
through September 30, 1990,” and inserting
1991 through 1995”; and

(2) in section 212, by striking “1990” and
inserting “1995".

SEC. 1305. NUTRITION EDUCATION AUTHORIZATION.

Section 1588(a) of the Food Security Act
of 1985 (7 U.S.C. 3175e) is amended by strik-
ing *$5,000,000” and all that follows
through the pertod at the end and inserting
“$8,0600,000 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
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 Com-
modity Credit Corporation, the Federal
Crop Insurance Corporation, er the Farm
Credit System Assistance Board, or any pri-
vately owned Government-sponsored entity,
such as a Farm Credit Bank, the Federal
Bank for Cooperatives, or the Federal Agri-
cultural Mortgage Corporation) from bor-
rowing from or lssuing 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.—Notwith-
standing any other provision of this Act or
any amendment made by this Act to any
other provision of 1aw, no officer or employ-
ee of the United States may take any action
that would have the effect of implementing
any provision of, or any amendment made
by, this Act that 18 described in subsection
(al

(¢) PrmaLTY.~Any person violating this
section shall, on conviction, be subject to a
fine of not more than $10,000 or to impris-
onment for not more than 1 year, or both,
and (if an officer or employee of the Feder-
&}t Government) shall be removed from
office.

812¢ note) l.s‘
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SEC. 1402, REPORT ON FARM CREDIT AND THE ISSU-
ANCE OF RELATED NOTES AND THE
REDEMPTION THEREOF.

(a) RerorT 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 assoctated with credit activities and
the issuance and redemption of-notes, the
Secretary of the Treasury shall submit an
annual report to"the Committee on Agricul-
ture of the House of Representatives on the
credit activities of the Secretary and the
policies of the Secretary with respect to the
issuance and redemption of notes.

(b) CoxTENTs oF REPORT.—The annual
report required to be made by the Secretary
of the Treasury under subsection (a) shall—

(1) describe the policles 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 paolicies of the Secretary
and the Department with respect to the is-
suance and redemption of notes and the
effect of such policies on the availability,
and affordability and delivery of farm
credit;

43) 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 af-
fordability of farm eredit; and

(5) any recommendations for legisladve
action which would reduce the costs associ-
ated with the eredit activities of the Depart-
ment of the Treasury and the issuance and
redemption of notes with special emphasis
as they relate to the availability, affordabil-
ity, and delivery of farm credit.

{¢) AKALYS1S oF ErrFEcT ON PRIVATE CREDIT
ActiviTiES.—The annual report required to
be made by the Secretary of the Treasury
under subsection (a) shall contain an analy-
sis of the effect of —

(1) government credit activitles; and

(2) government policies with respect to
the issuance and redemption of notes,
on private farm credit activities.

(d) METHODOLOGY POR REPORTING ON Dx-
TERMINAYIONS OF CosT.—

(1) I GENERAL.~ID determining the cost
of, and in identifying methods for reducing
the cost of, credit activities and the issuance
and redemption of notes and thejr 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.—ID
quantifying the costs involved with each
type of credit activity and note pursuant to
paragraph (1), the Secretary of the Treas-
ury shall determine—

(A) the volume of each type of credit ac-
tivity and note; and

(B) the costs involved with each type of
credit activity and the issuance and redemp-
tion of each type of note with respect to any
relevant factor, inchuding—

(1) credit cost;

(i) interest cost;

(gu management and operational costs;
an

(v) expenses incurred In connection With
the issuance and redemption of notes.

u (e) DxrFinITIONS.—For purposes of this sec-

on:

(1) CrEDIT acTIVITY.—The term “credit ac-
tivity” includes any borrowing or lending ac-
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tivity and any extension of credit by or to
any person or governmental entity, includ-
ing 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.

S8EC. 1403. EFFECT OF CHANGES IN GOVERNMENT
POLICY ON FARM CREDIT, AND AGRI-
CULTURE. .

(a) RePOrRTs REQUIRED.—The Comptroller
General of the United States and the Secre-
tary of the Treasury shall each submit an
annual report to the Committee on Agricul-
ture of the United States House of Repre-
sentatives on the effect of changes in Feder-
al tax and revenue laws on—

(1) the cost and availability of farm credit;

(2) agriculture generally;

(3) agricultural production and marketing
and stabilization of prices of agricultural
products and commodities;

(4) the financial condition of banks ex-
tending farm credit;

(5) the animal and dairy industries;

(6) the forestry industry; and

() rural electrification and rural develop-
ment.

(b) RrecOMMENDATION.—Each report re-
quired under subsection (a) shall also con-
tain the recommendations of the Comptrol-
ler General and the Secretary of the Treas-
ury or changes in law or government policy
to reduce Federal spending with special em-
phasis on potential savings that may be
achieved in the operation and administra-
tion of thé Department of the Treasury in
order to enhance the activities described in
subsection (a) (1), (2), (3), (4), (5), (), and
(1), and address the effect of the changes in
tax and revenue laws of the subjects de-
scribed in subsection (a).

(c) Errect oF CHANGES IN TAxX 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

1980 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 1980 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 recoimnmendations 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 Secre-
tary of the Treasury pursuant to subsection
(a) shall be submitted no later than July 1,
1991, and each subsequent report shall be
submitted no later than February 1 of each
subsequent year.

Subtitle E—~Contingent Termination Date
SEC. 1501. 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 agree-
ment of the Uruguay Round of the General
Agreement on Tariffs and Trade (GATT)
for international agricultural trade is not
enacted on or before June 30, 1992.

TITLE I—-COMMITTEE ON BANKING,
FINANCE AND URBAN AFFAIRS
Subtitle A—Federal Deposit Insurance Premiums
SEC. 2001. ELIMINATION OF CEILINGS ON INSUR-
: ANCE PREMIUMS AND ANNUAL PREMI-

UM INCREASES.

(a) BANK INSURANCE Furp.—Clause (iv) of
section 7(b)(1)(C) of the Federal Deposit In-
surance Act (12 US.C. 181T(bXIXC) is
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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
Funp.—Clause (v) of section 7(b)}1XD) of
the Federal Deposit Insurance Act (12
U.S.C. 1817(b)(1XD)) 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 ASSESS-
MENT RATES MORE FREQUENTLY
THAN ANNUALLY.

(a) BaNK INsURANCE FuND.—Section
7(b)(1)(A) of the Federal Deposit Insurance
Act (12 U.S.C. 1817(b)(1)A)) is amended—

(1) by striking clause (i) and inserting the
following new clause:

“(1) AUTHORITY TO ESTABLISH RATES.—The
Corporation shall set assessment rates for
insured depository institutions at such times
as the Corporation, in the sole discretion of
the Corporation, determines to be appropri-
ate.”; and

(2) by striking clause (ifi) and inserting
the following new clause:

“(i{{) ANNOUNCEMENT OF RATE CHANGES.—If
the Corporation changes the assessment
rate, the Corporation shall provide public
notice of such change on or before the be-
ginning of the 60-day period ending on the
date such change takes effect.”.

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Section 7(b)(1)A)Xii) of the Federal
Deposit Insurance Act (12 US.C.
1817(b)(1)(AXii)) is amended by striking
“annual”.

(2) Section 7(b)1) of the Federal Deposit
Insurance Act (12 U.S.C. 181T7(bX1)) is
amended—

(A) in subparagraph (C)iv) (as amended
by section 2001(a) of this title)—

() by striking “on January 1 cof a calendar
year” and inserting ‘‘for any period’; and

(if) by inserting ", in the sole discretion of
such board,” after “rate determined by the
Board of Directors”; and

(B) in subparagraph (D)(v) (as amended
by section 2001(b) of this title)—

(i) by striking "‘on January 1 of a calendar
year” and inserting “for any period”; and

(i), by inserting “, in the sole discretion of
such board,” after '‘rate determined by the
Board of Directors’. ‘

(3) Section 7(d)(1)(A) of the Federal De-
posit 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(dX2)) is
amended—

(A) in subparagraph (A), by striking “in
the coming year” and inserting “in the
coming semiannual period”; and

(B) in subparagraph (B)—

(i) by striking “succeeding year” each
place such term appears and inserting “suc-
ceeding semiannual period”; and

(if) by striking ‘succeeding calendar year”
and inserting ‘‘'succeeding semiannual
period”. .

(5) Section 7(d)(3) of the Federal Deposit
Insurance Act (12 US.C. 1817(dX3) is
amended— -

(A) in subparagraph (A), by striking "in
the coming year” and inserting "in the
coming semiannual period”; and

(B) in subparagraph (B)—
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(i) by striking '‘succeeding year” each
place such term appears and inserting ‘'suc-
ceeding 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)) ic amended by
striking 150 percent (185 percent until Oc-
tober 31, 1990) of the dollar amount speci-
fied” and inserting the foliowing: 185 per-
cent 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 undes-
ignated paragraph:

“Notwithstanding any other provision of
this paragraph, a mortgage may not involve
a principal obligation (including such initial
service charges, appraisal, inspection, and
other fees as the Secretary shall approve) in
excess of 98.75 percent of the appraised
value of the property (97.75 percent, in the
case of a mortgage with an appraised value
in excess of $50,000), plus the amount of the
mortgage insurance premium paid at the
time the mortgage is insured. For purposes
of the preceding sentence, the term ‘ap-
praised value’ means the amount set forth
in the written statement required under sec-
tion 226, or a similar amount determined by
the Secretary if section 226 does not
apply.”.

SEC. 2103. MORTGAGE INSURANCE PREMIUMS.

(a) PREMIUMSs.—Section 203(c) of the Na.
tional Housing Act (12 U.S.C. 1709(c) is
amended—

(1) by inserting *(1)" after “'(c)";

(2) by striking the last sentence; and

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

“(2) Notwithstanding any other prcvision
of this section, each mortgage secured by 2
1- to 4-family dwelling and insured on or
after October 1, 1994, shall be subject to the
following requirements:

“(A) The Secretary shall establish and col-
lect, at the time of insurance, a single pre-
mium payment in an amount equal to 2.25
percent of the amount of the original in-
sured principal obligation of the mortgage.
Upon payment in full of the principal obli-
gation of a mortgage prior to the maturity
date of the mortgage, the Secretary shall
refund all of the unearned premium charges
paid on the mortgage pursuant to this sub-
paragraph.

“(B) In addition to the premium under
subparagraph (A), the Secretary shall estab-
lish and collect annual premium payments
fn an amount equal to 0.50 percent of the
remaining insured principal balance for the
following periods:

“(i) For any mortgage involving an origi-
nal principal obligation that is less than 90
percent of the appraised value of the prop-.
erty (as of the date the mortgage is accept:
ed for insurance), for the first 11 years of
the mortgage term.

“(iiy For any mortgage involving an origi-
nal principal obligation that is greater than
or equal to 90 percent of such value, for the
first 30 years of the mortgage term; except
that notwithstanding the matter preceding
clause (i), for any mortgage involving an
original principal obligation that is greater
than 95 percent of such value, the annual
premium collected during the 30-year period
under this clause shall be in an amount
equal to 0.55 percent of the remaining in-
sured principal balance.”.

(b) TraNnsiTION Provisions.—Notwiih
standing section 203(c) of the Nationul
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Housing Act (as amended by subsection (a)),
mortgage insurance premiums on mortgages
insured under section 203(b) of such Act
during fiscal years 199] through 19894 shall
be subject to the following requirements:

(1) 1991 amp 1992.—For mortgages insured
during fiscal years 1981 and 1992 (but after
the date of the effectiveness of regulations
issued under subsection (c)), the Secretary
shall establish and callect the following pre-
miimes:

(A) UP-FRONT.—At the time of insurance, &
single premium payment in an amsount
equal to 3.80 percent of the amount of the
original insured principal obligation of the
mortgage.

(B) ARNUAL.—In addition to the premium
under subparagraph (A), annual premium
payments in an amount equal to 0.50 per-
cent of the remaining insured principal bal-
ance, for any mortgage involving an original
principal obligation that is—

(i) less than 90 percent of the appraised
value of the property (as of the date the
mortgage is accepted for insurance), for the
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 per-
cent of such value, for the first 8 years of
the mortgage term; and

(ii1) 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 1893 and 1994, the Secre-
tary shall establish and collect the following
premiums:

{(A) Ur-rroNT.—At the time of insurance, &
single premium peyment 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 per-
cent of the remaining insured principal bal-
ance, for any mortgage involving an original
principal obligation that is—

() less than 80 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;

(li) greater than or equal to 90 percent of
such value but equal to or less than 85 per-
cent of such value, for the first 12 years of
the mortgage term; and .

(iii) greater than 95 percent of such value,
for the first 30 years of the mortgage term.

(3) REronDs.—With respect to any mort-
gage subject to premiums under this subsec-
tion, the Secretary shall refund all of the
unearned premium charges paid on a mort-
gage pursuant to paragraph (1XA) or (2XA)
upon payment in full of the principal obli-
gation of the mortgage prior to the maturi-
ty date.

(¢) REGULATIONS.—The BSecretary shall
issue regulations to ecarry 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 enact-
ment of this Act. )

SEC. 2104. MUTUAL MORTGAGE INSURAKCE FUND
BISTRIBUTIONS. :

Section 205 of the National Housing Act
(12 US.C. 1711) is amended by adding at the
end the following new subsection:

'(e) In determining whether there is a
surplus for distribution t0 mortgagors under
this section, the Secretary shall take into
account the actuarial status of the entire
SEC. 2106. ACTUARIAL SOUNDNESS OF MUTUAL

MORTGAGE INSURANCE PUND.

Section 205 of the National Housing Act
(12 U.8.C. 1711), as amended by the preced-
ing provisions of this Act, is further amend-
ed by sdding st the end the following new
subsections:
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“(£)(1) The Secretary shall ensure that
the Mutual Mortgage Insurance Pund at-
tains s capital ratio of not less than 1.25
percent within 24 months after the date of
the enactment of this subsection.

«(32) The Secretary shall ensure that the
Mutual Mortgage Insurance Fund attains &
capital ratio of not less than 2.0 percent
within 10 years after the date of the enact-
ment of this subsection, and shall ensure
that the Fund maintaine at least such cap-
ital ratio at all times thereafter. ’

~(3) Upon the expiration of the 24-month
period beginning on the date of the enact-
ment of thizs subsection, the 8ecretary shall
submit to the Congress a report describing
the actions the Secretary will take to ensure
that the Mutual Mortgage Insurance Fund
attains the cupital ratio required under
parsgraph (2).

‘y(4) For purposes of this subsection:

‘(A) The term ‘capital’ means the eco-
nomic pet worth of the Mutual Mortgage
Insurance Fund, as determined by the 8ec-
retary under the annual auvdit required
under section 538.

“(B) The term ‘capital ratio’ means the
ratio of capital to unamortized insurance-in-
force.

“(C) The term ‘economic mnet worth’
means the current eash available to the
Fund, plus the net present valve of all
future cash inflows and outflows expected
to result from the outstanding mortgages in
the Pund.

“(D) The term ‘unamortized

outstanding mortgages which are obliga-
tions of the Mutual Mortgage Insurance
Fund, a8 estimated by the Secretary.

“(g) The Secretary shall provide for an in-
dependent actuarial study of the Mutual
Mortgage Insurance Fund to be conducted
annually and shall report annually to the
Congress regarding the financial status of
the Fund.

~“h)X1) I, pursuant to the independent
annual actuarial study of the Mutual Mort-
gage Insurance Fund required under subsec-
tion (g), the Secretary determines that the
Mutual Mortgage Insurance Fund is not
meeting the operational goals under para-
graph (2), the Secretary may not issue dis-
tributions, and may, by regulation, propose
and implement any adjustments to the in-
surance premiums under section 203(c) or
section 2103(b) of the Omnibus Budget Rec-
onciliation Act of 1990, or any other pro-
gram requirements established by the Sec-
retary necessary to sachieve such goals.
Upon determining that & premium or other
change is appropriate under the preceding
sentence, the Secretary shall immediately
naotify Congress of the proposed change and
the reasons far the change. Any such premi-
um change shall not take effect before the
expiration of the 80-day period beginning
upon such notification.

“(2) The operational gosls referred to in
paragraph (1) shall be—

;(:) maintaining an adequate capital
ratio;

“(B) meeting the needs of homebuyers
with low downpayments and first-time
homebuyers by providing access to mort-
gage credit; and

“C) minimizing the risk to the Pund and
to homeowners from hameowner defauit.”.
SEC. 2106, PERIODIC MORTGAGE INSURANCE

SAFETY AND SOUNDNESS PREMIUM.

Section 203(e) of the National Housing
Act (12 US.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
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Mutual Mortgage Insurance Fund of an ad-
ditiona} premtum charge on a periodic basis
as determined by the Secretary to be con-
sistent with sound actuarial practice. Such
determination shall be in accordance with
the findings of the annual actuarial study of
the Mutual Mortgage Insurance Fund re-
quired onder section 205(g). The additional
premium charge for each mortgage may not
exceed an amount amount equal to 0.50 per-
cent per year of the rematning {nsured prin-
cipal balance of thre mortgage.”.

SEC. 2107. HOME EQUITY CONVERSION MORTGAGE

INSURANCE DEMONSTRATION.

(a) TerMINaTION DaTR.—The first sen.
tence of section 225(g) of the National
Houstng Act (12 U.S.C. 17152-20(g)) is
amended by striking “September 30, 1991"
and inserting “September 30, 19857,

(b) NuMBER OF MORTGAGES INSURED.—Sec-
tion 255(g) of the National Housing Act (12
U.S.C. 1715z-20(g)) is further amended by
striking the second sentence and inserting
the following new sentence: ‘‘The total
number of mortgages insured under this sec-
tion may not exceed 25,000.”.

Subtitle C—Anction of Federaily Inswred
Mortgages

SEC. 2201. AUCTION ALTERNATIVE TO ASSIGNMENT
OF MORTGAGES.

(a) AucTION.—Section 221(g)4) of the Na-
tional Housing Act (12 U.S.C. 1715XgX4)) is
amended by adding at the end the following
new subparagraph:

“(C)({) In Heu of accepting assignment of
the original credit instrument and the mort-
gage securing the credit instrument under
subparagraph (A) in excirange 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, participatton certificates, or other
mortgage-backed obligations fn a form ac-
ceptable to the Secretary, unless the mort-
gagee can demonstrate to the satisfaction of
the Secretary that such auction and sale
will be less economically advantageous to
the mortgagee than the receipt of deben-
tures. The Secretary shall provide that any
beneficial interest auctioned and sold under
this subparagraph are sold at a price, to be
paid to the mortgegee, of par plus accrued
interest to the date of sale. The sale price
shall also include the right to a subsidy pay-
ment described in clause (viii). The Secre-
tary may, when appropriate, adfust the
price paid to the mortgagee to equal the net
present velue of the debentures that the
mortgagee would have recetved pursuant to
assignment under subparagraph (A).

“(1i) The Government Nationa] Mortgage
Association (In this subparagraph referred
to &s the ‘Association’) shall conduct public
auctions under this subparagraph on behalf
of the Secretary to determine the lowest in-
terest rate necessary to carry out a sale of
the beneficial interests in the original credit
instrument and mortgage securing the
credit instrument.

“(ili) Any mortgagee who elects to assign a
mortgage shall provide to the Association
and persons bidding at an auction under
this subparagraph a description of the char-
acteristics of the original credit instrument
and the mortgage securing the credit instru-
ment, which shall include statements of the
principal meortgage balance, the original
stated interest rate, any service fees, the
real estate and tenant cheracteristics of the
property secured by the mortgage, the level
and duration of any applicable Federal sub-
sidies, the status of the property with re-
spect to eligibility to prepay the mortgage
under to the Emergency Low Income Hous-
ing Preservation Act of 1987, whether the
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owner has filed a notice of intent to prepay
the mortgage under such Act or any other
" notice required under such Act, any incen-
tives provided under such Act in lieu of pre-
payment, and any other {nformation deter-
mined by the Association to be appropriate.

“(iv) Upon receipt of the information
under clause (iif) 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 effi-
ciency, the Association may conduct the
auction at any time during the ¢-month
period beginning upon notice by the mort-
gagee of election to assign the mortgage.
Notwithstanding the preceding sentence,
the Association may not conduct any auc-
tion before the expiration of the 2-month
period beginning upon notice and publica-
tion under this clause.

“(v) In any suction under this subpara-
graph, the Association shall accept the
Jowest interest rate bid for purchase by any
bidder determined by the Association to be
acceptable. The Association shall cause the
bid to be published in the Federal Register.
Settlement for the sale of the credit instru-
ment and the mortgage securing the credit
instrument shall occur not later than 30
days (not including Saturdays, Sundays, and
legal public holidays) after the date of the
selection of the accepted bid.

*(vi) If no bids are received or the bids
that are received are not accepted by the
Association, the mortgagee shall retain all
rights under this paragraph to assign the
mortgage loan to the Secretary. The Asso-
ciation may determine that a bid is unac-
ceptable if the Association determines that
the bid is at a price that would result in
costs to the Federal Government exceeding
the costs incurred if the mortgage were to
be assigned to the Secretary under subpara-
graph (A).

“(vil) The holder of a mortgage, represent-
ative of the holder of a mortgage, and enti-
ties affiliated with the holder of the mort-
gage may not participate in the auction
under this subparagraph unless the holder,
representative, or affiliate is also providing
secondary financing for the project secured
by the mortgage for the purpose of (I) re-
solving the physical and financial needs of
the project, or (II) enabling & purchaser to
acquire a project that is eligible low income
housing (as such term is defined under the
Emergency Low Income Housing Preserva-
tion Act of 1987) and preserve its use as
housing affordable for low- and moderate-
income families.

“(vill) In carrying out an auction under
this subparagraph, the Secretary shall
agree to provide a monthly interest subsidy
peyment from the General Insurance Fund
to the holder of the original credit instru-
ment and the mortgage securing the credit
instrument (and any assigns of the holder
who are approved by the Secretary). The
subsidy payment shaill be pald 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 cer-
tificate for the remaining unpaild principal
balance plus accrued interest on the mort-
gage loan. Each interest subsidy payment
shall be treated by the holder of the mort-
gage as interest paid on the mortgage. The
interest subsidy payment shall be provided
until the earlier of—

“(I) the maturity date of the loan;

“(I1) prepayment of the mortgage 1oan; or
~ “(III) default and full payment of insur-
ance benefits on the mortgage loan by the
Secretary.
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“(Ix) The Secretary, or the Association on
behalf of the Secretary, may require that
the loans suctioned under this subpara-
graph be sold together with servicing rights
as whole loans if the Secretary determines
that the inclusion of servicing rights will
further the financial interests of the Feder-
al Government. To further maximize the in-
terest of the Federal Government, the Sec-
retary may also acquire the servicing rights
and hold a separate auction of the rights.

*“(x) This subparagraph may not be con-
strued to alter, limit, or impair any low

income usé restrictions applicable to any-

project under the original regulatory agree-

ment for the project, any revised agreement -

entered into pursuant to the Emergency
Low Income Housing Preservation Act of
1987, or any other agreement for the provi-
sion of Federal assistance to the housing or
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.

“(x{) The provisions ¢f this subparagraph
shall not apply after September 30, 1995.”.

(b) IMPLEMENTATION.—The Secretary shall
implement the provisions under the amend-
ment made by subsection (a) not later than
30 days after the date of the enactment of
this Act. The provisions shall not be subject
to prior issuance of regulations and notice
in the Federal Register. The Secretary shall
issue regulations to carry out the provisions

.under the amendment not later than 6

months of the date of the enactment of this
Act.

(¢) RerorT.—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, re-
garding any actions taken under section
221(g)(4)(C) of the National Housing Act (as
amended by this section). The report shall
include {nformation regarding the number
of mortgages auctioned and s0ld and their
value, the amount of subsidies committed
under this program, the number of mort-
gages transferred to preferred mortgagees,
the ability of the Secretary 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 (JENERAL AUTHORITY.— -

Section 1201(b) of the National Housing Act
(12 U.S.C. 1742bbb(b)) is amended by strik-
ing “September 30, 1991" in the matter pre-
ceding paragraph (1) and inserting “Septem-
ber 30, 1895". o

(b) CONTINUATIOR OF EXISTIRG CON-
FRACTS.—Section 1201(bX1) of the National
Housing Act (12 U.8.C. 1748bbb(b)(1)) is
amended by striking “September 30, 192"
and inserting “September 30, 1996".

(c) EXTENSION OF LIMITATION ON PREZMI-
uss.—Section 842(c) of the Housing and
Community Development Act of 1887 (12
U.S.C. 1749bbb-10c note) is amended by
striking “September 30, 1991” and inserting
“Septefnber 30, 1995".

SEC. 2302. FLOOD INSURANCE PROGRAM.

(a) EXTENSION OF GENERAL AUTHORITY.—
Section 1319 of the National Flood Insur-
ance Act of 1968 (42 U.S.C. 4026) is amended
by striking “September 30, 1991"” and insert-
ing “September 30, 1995".

(b) EXTENSION Oor EMERGENCY PROGRAM.—
Section 1336(a) of the National Flood Insur-
ance Act of 1968 (42 U.S.C. 4056(a)) is
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amended by striking “’September 30, 1991"
and inserting “September 30, 1995".

(c) EXTENSION or LIMITATION ON PREMI.
uMs.—8ection 541(d) of the Housing and
Community Development Act of 1987 (42
U.S.C. 4015 note) is amended by striking
“September 30, 1991" and inserting ‘“‘Sep-
tember 30, 1995".

(d) EXTENSION oF EROSION PROVISIONS.—
Section 1306(cX?) of the National Flood In-
surance Act of 1968 (42 U.8.C. 4013(c)(7)) is
amended by striking “September 30, 1991"
and inserting “September 30, 1995".

(e) INCLUSION OF COSTS IR PREMIUMS.—

(1) ESTIMATES OF PREMIUN RATES.—Section
1307(a) of the National Flood Insurance Act
of 1968 (42 U.8.C. 4014(a)) is amended—

(A) in paragraph (1)XBXi), by striking
“and” at the end;

(B) in paragraph (1)X(BXi{), by inserting
“and” after the comma at the end;

(C) in paragraph (1XB), by inserting at
the end the following new clause:

“(ili) any remaining administrative ex-
penses incurred in carrying out the flood in-
surance and floodplain management pro-
grams (including the costs of mapping ac-
tivities under section 1360) not included
under clause (ii), which shall be recovered
by a fee charged to policyholders and such
fee shall not be subject to any agents’ com-
missions, company expense allowances, or
State or 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' com-
mission, company expenses allowances, or
State or local premium taxes, shall include
any administrative expenses incurred in car-
rying out the flcod 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 para-
graph (2); )

(if) by redesignating paragraph (3) as
paragraph (4); and

(ili) by inserting after paragraph (2), the
following new paragraph:

*(3) adequate, together with the fee under
paragraph (1X(B)(ii) or (2) of section
1307(a), to provide for any administrative
expenses of the flood insurance and flood-
plain management programs (including the
costs of mapping activities under section
1360), and"; and

(B) by striking subsection (d) and insert.
ing the following new subsection:

“(d) With respect to any chargeable pre-
mium rate prescribed under this section, a
sum equal to the portion of the rate that
covers any administrative expenses of carry-
ing out the flood insurance and floodplain
management programs which have been es-
timated under paragraphs (1)(BXii) and
(1X(B)(iii) of section 1307(a) or paragraph
(2) of such section (including the fees under
such paragraphs), shall be paid to the Direc-
tor. The Director shall deposit the sum in
the National Flood Insurance Fund estab-
lished under section 1310.”.

(3) NATIONAL FPLOOD INSURANCE FUND.—SeC-
tion 1310(a)(4) of the National Flood Insur-
ance Act of 1888 (42 U.S.C. 4017(a)(4)) is
amended to read as follows: .

“(4) to the extent approved in appropria-
tions Acts, to pay any sdministrative ex:
penses of the flood insurance and floodplain
management programs (including the costs
of dmannlng activities under section 1360):
and”.
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(4) ADMINISTRATIVE EXPENSEs.—Section
1375 of the National Flood Insurance Act of
1968 (42 U.S.C. 4128) is amended by striking
“program” and all that follows and insert-
ing the following: “and flcodplain manage-
ment Programs authorized under this title
may be pald with amounts from the Nation-
2] Flood Insurance Fund (as provided under
section 1310(a)(4)), subject to approval in
appropriations Acts.”.

(5) EXCEPTION TO LIMITATION ON PREMIUM
1RcReASES.—Notwithstanding section 541(d)
of the Housing and Community Develop-
ment Act of 1887 (42 U.S.C. ¢015 note) (&s
amended by this section), the premium
rates charged for flood insurance under any
program established pursuant to the Na-
tional Flood Insurance Act of 1968 may be
increased by more than 10 percent during
fiscal year 1991, except that any increase in
such rates not resulting from the inclusion
in chargeable premium rates of administra-
tive expenses of the flood insurance and
floodplain management programs (pursuant
to the amendments made by this subsec-
tion) may not exceed 10 percent.

Subtitle E—Banking Committee Oversight of
. redit .
SEC. 2401. CREDIT ACTIVITIES OF GOVERNMENT
AGENCIES AND INSTRUMENTALITY.

() IN GENERAL.—ARNY provision of this Act
and any amendment made by this Act to
chapter 31 of title 31, United States Code, or
any other provision of law, which would
have the effect of restricting the authority
of any corporation owned in whole or in
part by the Federal Government, such as
Amtrak, the Tennessee Valley Authority or
the Saint Lawrence Seaway Development
Corporation, or any privately owned Gov-
ernment-sponsored entity, such as & nation-
al bank, Federal savings association, or Fed-
eral credit union, from borrowing from or is-
suing obligations to any person other than
the Secretary of the Treasury or guarantee-
ing any obligation issued by any person
shall not take effect.

(b) CERTAIN ACTIONS PROHIBITED.—Not-
withstanding any other provision of this Act
or any amendment made by this Act to any
other provision of law, no officer or employ-
ee of the United States may take any action
which would have the effect of implement-
ing any provision of, or any amendment
made by, this Act which is described in sub-
section (2).

(¢) VioLaTioN TREATED AS VIOLATION OF
ARTIDEFICIENCY ACT.—ANy violation of sub-
section (b) shall be treated as & violation of

‘section 1341(a) of title 31, United States

Code.

SEC. 2602, REPORT ON CREDIT AND THE ISSUANCE
OF NOTES AND THE REDEMPTION
THEREOF.

(2) RerorT REoUIirzp.—In order to assist
the. Committee on Banking, Finance and
Urban Affairs of the House of Representa-

- tives in its oversight of, and legislative ac-
tivities with respect to, money and credit
and the issuance of notes and the redemp-
tion thereof, and to reduce the costs nssoci-
oted with credit activities and the issuance
and redemption of motes, the Secretary of
the Treasury shall submit an annual report
to the Committee on Banking, Finance and
Urban Affairs of the House of Representa-
tives on the credit activities of the Secretary
and the policies of the Secretary with re-
spect to the issuance and redemption of
notes. :

(b) Cowrents 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 o
the credit activities of the Department of
the Treasury; '
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(2) describe the policies of the Secretary
and the Department with respect to the is-
suance and redemption of notes;

(3) contain & 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
gction which would reduce the costs assocl-
ated with the credit activities of the Depart-
ment of the Treasury and the issuance and
redemption of notes.

(¢) ANALYSES OF EFFECT ON PRIVATZ CREDIT
AcTiviTies.—The annua) report required to
be made by the Secretary of the Treasury
under subsection (a) shall contain an analy-
sis of the effect of—

(1) government credit activities; and

(2) government policlies with respect to
the issuance and redemption of notes,
on private credit activities.

(d) MEeTHODOLOGY POR REPORTING ON DE-
TERMINATION OF COSTS.—

(1) IN cENERAL.—In determining the cost
of, and in identifying methods for reducing
the cost of, credit activities and the issuance
and redemption of notes, the Secretary of
the Treasury shall quantify the cost associ-
ated with each type of credit activity and
note. '

(2) FACTORS TO BE TAKER INTO ACCOUNT.—In
quantifying the costs involved with each
type of credit activity and note pursuant to
paragraph (1), the Secretary of the Treas-
ury shall determine—

(A) the volume of each type of credit ac-
tivity and note; and .

(B) the costs involved with each type of
credit activity and the issuance and redemp-
tion of each type of note with respect to any
relevant factor, including—

(1) credit cost;

(i1) 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 sec-
tion—

(1) CreniT ACTIVITY.~The term ‘‘credit ac-
tivity” includes any borrowing or lending ac-
tivity and any extension of-credit by or to
any person or governmental entity, includ-
ing the issuance of notes in connection with
any such activity.

(2) Note.—The term “note” includes any
obligation, including any bill, bond, or other
instrument, issued in connection with any
credit activity.

SEC. 2003. EFFECT OF CHANGES [N GOVERNMENT
POLICY ON CREDIT, HOUSING, URBAN
DEVELOPMENT, BANKS AND THE
BANKING INDUSTRY, AND MONETARY
POLICY.

(a) Rzporzs Rreuinid.—The Compiroller
General of the United States and the Secre-
tary of the Treasury shall each submit an
annual report to the Committee on Bank-
ing, Finance ond Urban Affairs of the
United States House of Represeniatives on
the effect of changes in Feders) tax and rev-
enue 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 Federa) Re-
serve System.

(b) RECOMMENDATION.—Bach geport re-
guired under subsection (2) shall also con-
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tain the recommendations of the Comptrol-
ler General and the Secretary of the Treas-
ury for changes in law or government policy
to reduce Federal spending and address the

-effect of the changes in tax and revenue

laws on the subjects described in subsection
(®).

(¢c) Errect or CHANGES IN TAx LAws OR
CreorT FACILITIES AND ACTIVITIES.—

(1) Iss eENERAL.—The first reports required
under subsection (2) shall contain an analy-
sis of the effect of changes in tax law during
the pexiod 1980 to 1990 and recommenda-

tlons for chenges in law or government

policy to address the effect of the changes
in tax and revenue laws during the pericd
from 1980 to 1890 on the subjects described
in subsection (2) and each subsequent
report shall analyze the effect of changes in
tax and revenue law during the immediately
preceding year and contain recommenda-
tions to respond to changes in tax and reve-
nue law during the immediately preceding
year.

(2) ANALYSIS OF EFFECT OF 1986 AND 1081
TAK ACTS ON SAVINGS AND LOAN CRISIS.—In 8d-
dition to the requirement of paragraph (1)
relating to the first reports required under
subsection (a), such reports shall contain &
detailed enalysis 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 1988 and the Economic Recovery Tax
Act of 1981, and the effect such changes
had on real property values and institutions
which provide credit with respect to such in-
vestment activities and property, contribut-
ed to the rapid escalation of the crisis in the
savings and loan industry in 1987 and 1888.

(@) TixMine or ReporTs.—The first reports
by the Compiroller General and the Secre-
tary of the Treasury pursuant to subsection
(2) shall be submitted no later than July 1,
1991, end each subsequent report shall be
submitted no later than February 1 of each
subsequent year.

TITLE MI—-EDUCATION AND LABOR
COMMITTEE
Subtitle A—Student Losn Program Savings

SEC. $001. 8HORT TITLE.
" This subtitle may be cited as the “Student
Loan Default Prevention Initiative Act of
19890 S
SEC. 8602. PRECLAIMS ASSISTANCE PAYMENTS.

(8) AMENDMENT.—Section 428(1)(1XA) of
the Higher Education Act of 1965 (20 US.C.
1078(£X1XA)) is amended—

(1) by striking clause (iiD); and

(2) by redesignating clauses (iv) and (v) as
clauses (iii) and (iv), respectively.

SEC. 5003, INITIAL DISBURSEMENT AND ENDORSE-
PIENT REQUIREMENTS.

(@) AMuHoMERT.~Section 428GKbX1) of
the Higher Education Act of 1865 (20 U.S.C.
1078-7(bX3)) is amended to read as follows:

“(1) FIRST YRAR STORENTS.—The first In-
stallment of the proceeds of any loan made,
insured, or guaranteed under this part that
fs made to & student borrower who is enter-
ing the first year of program of postsecond-
ory cducation, and who has not previously
obtained o loan under this part, shall not
(regerdless of the amount of such loan or
the duration of the period of enroliment) be
presented by the institution to the student
for endorscment untll 30 days after the bor-
rower begins o course of study, but may be
dellvered to the cligible institution prior to
the end of that 30-day period.”.

(b) Brrecrivi Date~The amendment
made by this eection shall be effective for
loans made on or after the date of enact-
ment of this Act to cover the cost of instruc-
tlon for periods of enrollment beginning on
or after Januery 1, 1991,
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S8EC. 3004 INELIGIBILITY BASED ON HIGH DE-
FAULT RATES AND BANKRUPTCY.

(a) IN GENERAL—Bection 435(a) of the

Higher Education Act of 1865 (20 U.S.C.
-1088(a)) is amended by adding at the end
thereof the following new paragraph:

*(3) INELIGIBILITY BASED ON HIGH DEPAULT
RATES.—(A) An institution whoee echort de-
fault rate is equal to or greater than the
threshold perccntage specified in subpara-
graph (B) for each of the three most recent
fiscal years for which date are available
ahall 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 insti-
tutlon appeals the loss of its eligibility to
the Secretary and—

"(1) the institution demonstrates to the
satisfaction of the Secretary that the Secre-
tary’s calculation of its cohort default rate
18 not accurate, and that recalculation
would reduce its cohort defauit rate for any
of the three fiscal years below the threshold
percentage specified in subparagraph (B); or

“(11) there are, in the judgment of the Sec-

retary, exceptional mitigating circumstances
that would make the application of this
paragraph inequitable.
During the pendency of an appeal, the Sec-
retary shall suspend the eligibility of the in-
stitution in accordance with his authority to
take emergency actions under section
487(c)1XE).

“(B) ¥or purposes of ceterminations
under subparagraph (A) for academic year
1991-1892 and any succeeding academic
year, the threshold percentage is 35 percent.

“(C) This paragraph shall not apply to
any institution that ts—

“(4) a part B institution within the mean-
ing of section 322(2) of this Act:

“(if) a tribally controlled community col-
lege within the meaning of section 2(a)4) of
the Tribally Controlied Community College
Assistance Act of 1978; or

“(ii1) a Navajo Community College under
the Navajo Community College Act.”.

“(4) INFLIGIBILITY BASED ON BANERUPTCY.—
An institution shall cease to be an eligible
Institution under this part if that institu-
tion commences a voluntary case by filing a
petition with a bankruptcy court under title
11, United States Code.”.

(b) RerusaL YO PROVIDE STATEMENT TO
LENDER.—Section 428(a)}2XF) of such Act
(20 U.S.C. 1078(aX2XP)) is amended by in-
serting before the period at the end thereof
the following: ", exoept M individual cases
where the Institution determines that the
portion of the student's expenses to be cov-
ered by the loan can be met more eppropri-
ately, either by the {nstitution or directly by
the student, from other souroes”,

(¢) EXTENSION OF DrravrLr RaTE LIMITA-
TIONS ON SL8 Loaxs.—Section 2003(s8)(3) of
the Omnibus Budget Reconciliation Act of
1089 is amended by striking out “"October 1,
1991” and inserting “'October 1, 1996’

(d) ErrectivE DaTe.—The amendments
made by this sectian shall be effective July
1, 1991.

SEC. 3905. SPECIAL ALLOWANCES.

@) REDUCTION or Rarx.—8ection
438(bX2XANiii) of the Higher Education
Act of 1985 (20 US.C. 1087-1(bX2X AXiii)) is
amended by striking 3.25 percent” and in-
serting 3.0 peroent’.

(b) ELIMINATION OF PLOOR ON ALLOWANCE
roR Loams From Tax Exemrr Funps.—Sec-
tion 438(bX2)(B) of such Act (20 US.C.
1087-1(bX(2X(B)) is amended—

(1) by striking dtvision (ii); and

(2) by redesignating divisian (iif) as divi-
shon (ii),

(c) Ervecrivi Dates.—The amendments
made by this section shall apply with re-
spect to loans made on or after the date of
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enactment of this Act to cover perfods of in-
struction beginning on or after November 1,
1990.
SEC. 8006. ABILITY TO BENEFIT.

(a) IN OrNERAL—Section 484(d) of the

‘Higher Education Act of 1965 (20 US.C.

1081(d)) is amended to read as follows:

. *(d) ABrLITY T0 BENEFIT.—INn order for a
student who I8 admttted on the basts of abil-
fty to benefit from the education or training
offered to be eligible for any grant, loan, or
work assistance under this title, the student
shall, prior to enrollment, pass an independ-
ently administered examination approved
by the Secretary.”.

(b) 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 accord-
ance with section 484(d) of this Act,” after
*shall not”.

(¢} 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.

SET. 3007. MAXIMUM SLS LOAN AMOUNTS.

(a) ErrecTIVE DATE EXTENSION.—Section
2003(bX(2) of the Omnibus Budget Reconeil-
iation Act of 1989 is amended by striking
“1991" and inserting ''1996".

(b) PERIOD pOR DETERMINATION or MAXI-
MUM LOAN AMOUNTS.—Section 428A(bX1) of
the Higher Education Act of 1965 (20 U.S.C.
1078-1(b)) is amended by striking "9 consec-
utive” and inserting 7 consecutive'
8EC. 3008. COLLEGE FACILITIES,

(8) CoLLEGE CONSTRUCTION LoOAN IwsUR-
ANCE ASSOCIATION RxPoOR?,—The Cuollege
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 oper-
ations and activities to provide direct insur-
ance to Institutions that do not have invest-
ment-grade rated debt instruments. Such
plan shall also include an analysis of the
impact of such expansion on the Associa-
tion’s ability to do business and recommen-
dations as to the level of Federal investment
that would be necessary to assist the Asso-
ciation with such an expansion. Such plan
shall be submitted not later than August 1,
1991.

(b) ADDITIONAL AUTHORITY rOof HoUsinG
AND EDUCATION FaciLiTies Loams.—Section
761 of the Higher Education Act of 1865 (20
US.C. 1132¢) 1 amended by adding at the
end thereof the following new subsection:

*(8) ADDITIONAL AUTHORIZATION.—

(1) In addition to the amounts author-
ized by subsection (). there are authorized
to be appropriated to the Seeretary such
sums a8 may be necessary to provide loans,
under terms and conditions consistent with
this part, to private, 4-year, nonprofit {nsti-
tutions of higher education that serve pri-
marily low-income and minority students
and that have been {n existence for at least
80 years.

“12) Loans from funds approprtated under
this subsection may be used—

“(A) to construct, reconstruct, or renovate
any classroom facility, library, laboratory
facility. dormitory (including dining faeili-
ties) or other facility customarily used by
{nstitutions of higher education for instruc-
tional or research purposes or for housing
students, faculty and staff;

“(B) to purchase or lease instructional
equipment, research Instrumentation and
any capital equipment or fixture related to
facilities described in subparagraph (A);

“«C) to finance any other facility, equip-
ment, or fixture the construction, aoquisi-
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tion, or renovation of which is essential to
the maintaining of accreditation of the
member institution by a nationally recog-
nized accrediting agency or association; and

*“(D) to purchase any real property or in-
terest therein underlying facilities described
In subparagraph (A) or (C).

“(3) Bection 763(a) shall not apply to
funds provided i{n the form of iloans from
amounts appropriated under this subsec-

BEC. 3009. SUNSET PROVISION.

The amendments made by this subtitle
shall cease be effective on October 1, 1995.

Subtitle B—Amendments Relating to Employee
Retirement Income Security Act of 1974

PART 1—TREATMENT OF REVERSIONS OF QUALI-
FIED PLAN ASSETS TO EMPLOYERS
SEC. 52101, INCREASE IN REVERSION TAX.

Section 4880(a) (relating to tax on rever-
sion of qualified plan assets to employer) is
amended by striking “15 percent” and in-
serting 20 percent”.

SEC. 3102. ADDITIONAL TAX FOR FAILURE TO ES-
TABLISH REPLACEMENT PLAN OR TO
INCREASE BENEFITS.

(a) IN GENERAL.—Bection 4980 is amended
by adding at the end thereof the foliowing
new subsection:

*(d) INCREASE IN TAX rorR FAILURE TO Es-
TABLISH REPLACEMENT PLAN OR INCREASE BEN-
EFITS.—

“(1) IN ceNERAL.—Subsection (a) shall be
applied by substituting '50 percent’ for ‘20
percent’ with respect to any employer rever-
sfon from a qualified plan unless—

“(A) the employer establishes or main-
tains a qualified replacement plan, or

“(B) the plan provides benelit lncreases
meeting the requirements of paragraph (3).

*(2) QUALIFIED REPLACEMENT PLAN.—For
purposes of this subsection, the term ‘quali-
fied replacement plan’ means a qualified
plan established or maintained by the em-
ployer in connection with a qualified plan
termination (hereinafter refcrred to as the
‘replacement plan’) with respect to which
the following requirements are met:

“(A) PARTICIPATION REQUIREMENT.—Sub-
stantially all of the active participants in
the terminated plan who remain as employ-
ees of the employer after the termination
are active participants in the replacement
plan.

“(B) ASSET TRANSFER REQUIREMENT.—

(1) 30 PERCZNT CUSHION.—A direct transfer
from the terminated plan to the replace-
ment plan is made before any employer re-
version, and the transfer is in an amount
equal to the excess (If any) of—

“(I) 30 percent of the maximum amount
which the employer could receive as an em-
ployer reversion without regard to this sub.
section, over

“(I1) the amount determined under clause
).

*“(i{) REDUCTION POR INCREASEZ IN BENE:
rrrs.—The emount determined under this
clause 8 an amount equal to the present
value of the aggregate increases in the non-
forfeitable accrued benefits under the ter
minated plan of any participants (including
nonective participants) pursuant to a plan
amendment which—

“(I) 18 adopted during the 60-day perioc
ending on the date of termination of the
qualified plan. and

“(11) takes effect immediately on the ter
minstion date.

“({11) TREATMENT OF AMOUNT TRANS
rerred.—In the case of the transfer of anj
amount under clause (i)—

“(1y such amount shall not be includible Ir
the gross income of the employer,

"(I1) no deduction shall be allowable witk
respect to such transfer, and
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“(IID such transfer shall not be treated as
an employer reversion for purposes of this
section.

*(C) ALLOCATION REQUIREMENTS, —

“(i) IN GENERAL.—In the case of any de-
fined contribution plan, the portion of the
amount transferred to the replacement plan
under subparagraph (B)(i) is—

*“(I) allocated under the plan to the ac-
counts of participants in the plan year in
which the transfer occurs, or

*(II) credited to a suspense account and
allocated from such account to accounts of
participants no less rapidly than ratably
over the 7-plan-year period beginning with
the year of the transfer.

**(ii) COORDINATION WITH SECTION 415 LIMI-
TATION.—If, by reason of any limitation
under section 415, any amount credited to a
suspense account under clause (iXII) may
not be allocated to a participant before the
close of the T-year period under such
clause—

*(ID such amount shall be allocated to the
accounts of other participants, and

*(ID if any portion of such amount may
not be allocated to other participants by
reason of any such limitation, shall be allo-
cated to the participant as provided in sec-
tion 415. :

*/(1ii) TREATMENT OF INCOME.—ANYy income
on any amount credited to a suspense ac-
count under clause ({)(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 TERMINA-
TION.—If any amount credited to a suspense
account under clause (i (II) is not allocated
as of the termination date of the plan—

*(I) such amount shall be allocated to the
accounts of participants as of such date,
except that any amount which may not be
allocated by reason of any limitation under
section 415 shall be allocated to the ac-
counts of other participants, and

“(ID 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 connec-
tion with the termination of the plan which
provides pro rata increases in the present
values of the nonforfeitable accrued bene-
fits of all participants (including nonactive
participants) which—

“(i) have an aggregate present value not
less than 25 percent of the maximum
amount which the employer could receive as
an employer reversion without regard to
this subsection, and

“(ii) take effect immediately on the termi-
nation date. .

“(B) PRO RATA INCREASE.—For purposes of
subparagraph (A), a pro rata increase is an
increase in the present value of the nonfor-
feitable accrued benefit of each participant
(including nonactive participants) in an
amount which bears the same ratio to the
aggregate amount determined under sub-
paragraph (A)(i) as—

“(1) the present value of such participant's
nonforfeitable accrued benefit (determined
without regard to this subsection), bears to

*(li) the aggregate present value of non-
forfeitable accrued benefits of the terminat-
ed plan (as so determined).

Notwithstanding the preceding sentence,
the aggregate increases in the present
values of the nonforfeitable accrued bene-
fits of nonactive participants shall not
exceed 40 percent of the aggregate amount
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determined under subparagraph (A)i) by
substituting ‘equal to' for ‘not less then'.
-*(4) COORDINATION WITH OTHER PROVI-
SIONS.—

“(A) LIMITATIONS.—A benefit may not be,

increased under paragraph (2)XBXii) 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 &
failure to meet any requirement under sec-
tion 401(a)(4) or 415.

“(B) TREATMENT AS EMPLOYER CONTRIBU-
TIONS.—Any increase in benefits under para-
graph (2XBXii) or (3)A), or any allocation
of any amount (or income allocable thereto)
to any account under paragraph (2XC),
shall be treated as an annual benefit or
annual addition for purposes of section 415.

*“(C) 10-YEAR PARTICIPATION REQUIRE-
MENT.—Except as provided by the Secretary,
section 415(bX5XD) shall not apply to any
increase in benefits by reason of this subsec-
tion to the extent that the application of
this subparagraph does not discriminate in
favor of highly compensated employees (as
defined in section 414(q)).

“(5) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subsection—

“(A) NONACTIVE PARTICIPANT—The term
‘nonactive participant’ means an individual
who—

“(1) is a participant in pay status as of the
termination date,

*“(ii) is a beneficiary who has a nonforfeit-
able right to an accrued benefit under the
terminated plan as of the termination date,
or

*“(ili) iIs 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

“(IID 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.—EXxcept
as provided in paragraph (2)C), if any bene-
fit increase is reduced by reason of the last
sentence of paragraph (3)(A)Xii) or para-
graph (4), the amount of such reduction
shall be allocated to the remaining partici-
pants on the same basis as other increases
(and shall be treated as meeting any alloca-
tion requirement of this subsection).

(D) AGGREGATiON OF PLANS.—The Secre-
tary may provide that 2 or more plans may
be treated as 1 plan for purposes of deter-
mining whether there is a qualified replace-
ment plan under paragraph (2),

"(8) SUBSECTION NOT TO APPLY TO EMPLOYER
IN BANKRUPTCY.—This subsection shall not
apply to an employer who. as of the termi-
nation date of the qualified plan, is in bank-
ruptcy liquidation under chapter 7 of title
11 of the United States Code or in similar
proceedings under State law.”

(b) AMENDMENTS T0O EMPLOYEE RETIREMENT
INCOME SECURITY ACT.—

(1) FIDUCIARY RESPONSIBILITY.—Section
404 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1104) is amend-
ed by adding at the end thereof the follow-
ing new subsection:

“(d)X(1) If, in connection with the termina-
tion of a single-employer plan, an employer
elects to establish or maintain a qualified
replacement plan, or to increase benefits, as
provided under section 4980(d) of the Inter-
nal Revenue Code of 1986, a fiduciary shall
discharge thé fiduciary's duties under this
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title and title IV in accordance with the fol-
lowing requirements:

*(A) In the case of a fiduciary of the ter-
minated plan, any requirement—

*({) under section 4980(d)2)(B) of such
Code with respect to the transfer of assets
from the terminated plan to a qualified re-
placement plan, and

“(if) 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 quali-
fied replacement plan, any requirement—

(1) under section 4980(d)(2)(A) of such
Code with respect to participation in the
qualified replacement plan of active partici-
pants in the terminated plan,

“(i) under section 4980(d)(2XB) of such
Code with respect to the receipt of assets
from the terminated plan, and

“(§il) under section 4980(d)(2)}(C) of such
Code with respect to the allocation of assets
to participants of the qualified replacement
plan.

“(2) For purposes of this subsection—

*“(A) any term used in this subsection
which is also used in section 4980(d) of the
Internal Revenue Code of 1986 shall have
the same meaning as when used in such sec-
tion, and

“(B) any reference in this subsection to
the Internal Revenue Code of 1988 shall be
a reference to such Code as in effect on Jan-
uary 1, 1991."

(2) CONPORMING AMENDMENTS, —

(A) Section 404(a)(1)X(D) of such Act (29
U.S.C. 1104(a)(1XD)) is amended by striking
“or title IV and inserting “‘and title IV".

(B) Section 4044(d)(1) of such Act (29
U.S.C. 1344(dX(1)) is amended by inserting “,
section 404(d) of this Act, and section
4980(d) of the Internal Revenue Code of
1986 (as in effect on January 1, 1991)" after
“paragraph (3)".

(C) Section 3 of such Act (29 U.S.C. 1002)
is amended by adding at the end the follow-
ing new 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 occur-
ring after September 30, 1990.

(b) ExceprioN.—The amendments made
by this subpart shall not apply to any rever-
sion after September 30, 1990, if—

(1) in the case of plans subject to title IV
of the Employee Retirement Income Securi-
ty Act of 1974, a notice of intent to termi-
nate under such title was provided to par-
ticipants (or if no participants, to the Pen-
sion Benefit Guaranty Corporation) before
October 1, 1990, or

(2) in the case of plans subject to title I
(and not to title IV) of such Act, a notice of
intent to reduce future accruals under sec-
tion 204(h) of such Act was provided to par-
ticipants in connection with the termination
before October 1, 1990. :

PART 2—TRANSFERS TO RETIREE HEALTH AC-
COUNTS

SEC. 3111. TRANSFER OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.

(a) IN GENERAL.—Part I of subchapter D of
chapter 1 (relating to pension, profit-shar-
ing, and stock bonus plans) is amended by
adding at the end thereof the following new
subpart:

“Subpart E—Treatment of Transfers to Retiree Health
Accounts

“SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.
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“BBC. 630 YRANSFERS OF TXCE88 PENSION ASSETS
. TO RETIREE MRALTH ACCOURTR.

2} Ceumas Boe < there t8 & cualified
transfer of any exccss pendion omeEts of o
defived bepefit plan (other thon o mvlttzm-
Blover plam) to @ health Eoeefits oscount
winlel s gout of sneh plan—

“(1) @ trust which s pert of cuch plen
cgondl mot ke treated oo foadllng o Breet the
reguirerzents of aubesction () €7 () of Gee-
#on 401 coldy by recsen of each tmnsfer
fer any other action suthorized under tha's
Ceetlem),

(3 & et shaodl Iecludiible fa the
fcome of the employer mointaining
ae pkn solely by renscn of cuch tronsier,

“(3) coeh trensfer shall nol be

“(A) 83 an ecmployer reversioa fer Uk
of cection 4080, or

B) o3 o prohibited tranzation for puw-
poses of section 4275, and

() the Umitetions of subseetion (4) chall
coply to such cmplpyer.

“(b) QUALIFIED TRATTEL—P0T POrpeses
of this section—

“1) I cmEmaL—~Tie ftcrm ‘sualified
trencfer’ mreans A transler—

“AA) of excess pensdon aEzts of @ defimed
bemefit plen to a health beonefits ascount
which & part of such plan o a tasable rear
beginning after December $1, 1890, .

‘NB) Fhith does not comtravene any other
provision of law, end

“C) with respect o which the plsn
meets—

] ;&; the use sequirements of cubsection
@ e

() the vesting requirements o7 gulbisec-
tion (eX2), and

‘YD the mintmum beneflt reswircments
of cubsestion (¢ X3). :

“43) ONLY § TRAEGFER DER TRAR, —

“LA) IN cENERAL—NO more than 1 transfer
with respect to any plan ducies o taxable
year may be treated as o qualitied trencler
fer purposs=s of this cection.

“AB) Excxrrion.—A transfer described in
peragraph (4) ghall not be taken into se-
count for purposes of subpsragraph (A).

*“(3) LIMITATION ON AMSOUNT TRANGFERRED.—
The amount of excess pension assets which
may be transferred in & qualified transfer
shall not exceed the amount which 1s rea-
sonably cetimated to be the amount the em-
ployer maintaining the plan will pay
(whether directly or through retmburse-
ment) out of guch ascount during the tax-

able year of the trunsfer for qualitied cuy-

et retiree health Nabflities.

*(4) SPECIAL RULE FOR 1600, —

“(A) In grFzRAL—Subjest to the provi-
sions of subsection (¢}, a transfer shall be
ftmwd as & qualified transfer If such trans-

C—

“(1) i3 mede after the close of the taxable
year preeeding the employer's first taxeble
year beginning after December 31, 1889, and
befere the eadier of—

“I) the due date (ncluding extensions)
for the Hing of the return of tax for such
precsding taxeble year, ov

“U) the gate return s filed, and

“i) does mot rceed the expendltures of
the cmployer for qualified current retirce
health Yabilities for such proseding taxable
By{caud :

yeor,

“(B) N CBUCHON.—~The
amount of ¢he deductions otherwize allow-
oble under this chanter to an cwoloyer for
the tamnble yerr proceding the canloyer’s
first tasnble year beginning cfter Devember
31, 1980, shall be reduced by the amount of
any qualified transfer to which this pars-
graph applics. .

“(C) COORDINATION ITE REDUCTION
RER-—-Bubsecton (2MIXNB) chall not apply
o o trorsfer destribed in subparagraph (A).
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°(6) Exrmurion.—No transfer tn any tax-
able year beginning afler December 84,
1008, aheld be treated es o geelified tremsier.

“¢c) REQUIREMENTS oF PLaNS TRANSFER-
G ASSGTS.—

(1) TSR 0F TRANSFIRRSED ASTERS.—

A IN CERNmMAL—ANRY Gssets transferred
to & health Geoefits ccosumt 8 & qualified
trapsfer (and ony inctme cllccable thereto)
sl e vsed only to pay qunlified current
retiree health liabilitles (cther than Mabil-
ithes of Rey cmployees net tken nto ae-
couat wadyr CuEcsRisn (@NIMD)) for the
Feer of the twrensfer (whether Q-
reclly er throush refmbyrscrneal).

“{B) Ar-ounas HOT G50 T0 PAY FOR EIALTH
BRI RER—

<) 15 G TRAL.—ARY transfered to
o [eolth bepefits ocsoumt in o gualiffed
trnalfer (and apy income clecbie thersto)
which are nol voed ns provided fa subparm.
@oph (A) ghall &2 traneferred out of the ac-
count to the transferor plasm.,

() Tax TREATTTEIT OF AMOUNER.—ADY
amount trancferred cut of 0N cosoumnt usder
clause ({)—

‘0 chell not be lncludible (m the gress
fncome of the employer for cuch taxable
year, bud . :

“(10) chall be trepted ap o ecmployer re-
version for purposes of gection 4980 (with-
cug regerd to subsection () thereof)

“(C) ORDERING RULZ—For purpezes of this
gection, any smount paid out ¢f o health
benefits account shell be trested cs patd
first out of the sssets and income described
in gubparagraph (A).

‘“(2) RBQUIREMENTS RELATING TO PEWSION
BENEFITS ACCRUING BEPFORE TRARGFER.—

“(A) In gENErAL—The requirements of
this paragraph are met If the plen provides
that the accrued pension benefits of any
participant or beneficlary under the plan
become monforfeitable in the seme manner
which would be required if the plan had ter-
minated immedialely 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) RULE POR 19890.~In the case
of a quatified transfer described in subsec-
tion (bX4), the requirements of this para-
graph ore met with respect to any particl-
pant who separated from service during the
taxable year 10 which such transfer relates
by recomputing such participant’s benefits
as if subparagraph (A) had appiied immedi-
ately before such separation.

(3 MINTIITE COST REQUIRIMENTS. —

A) I eewErAaL.—The reguirements of
this peragraph are met If each group health
plan or arrangement under which applica-
ble health benefits are provided provides
that the applicable employer cost for each
taxable year during the benefit mainte-
nance period shall noy be less than the
higher of the applicable employer costs for
each of the 2 taxable years immediately pre-
ceding the taxable year of the gualiffed
trns{er.

B APPLICAILE DIPLOYIR COST.~FOr pur-
poses of this peragraph, the term ‘applica-
ble employer cost’ means, with respect to
any tostable year, the amount determined
by dividing—

44y the qualified current retiree health Y-
obliitles of the employer for such taxable
year determincd—

NIy without regerd o reguction
under subsection (eX1XB), and

NI Im the ease of o taxable year in which
there was no qualified tromsfer, I the same
manney 03 i there had been goch 2 transfer
ot the cad of the tazabie gear, by

) ¢he number of individuals (o whom
coverage for applicable health benefits was
provided Guring such tannble year.
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“(C) EL2CTION TO COMPUIE COST SEPARATE-
LY.—An empiloyer may clect to have this
paragraph applied separately with respect
to individuals eligible for benefits under
title XVIII of the Social Security Act at any
thme during the taxeble year and with re-
gpect to individuals not so eligible.

‘(D) BrEsRriT MAINTEIANCE PERIOD,—FOr
purposes of this paragreph, the term ‘bene-
1t maintenance period means the 5 taxable
year pericd beginning with the taxable year
fa which the qualified transfer cecurs. If o
taxable year 8 In 2 or more overlepping
benefit maintenaace periods, this paregraph
ghall be applled by teking into account the
highest applicable employer cost reguired to
be provided under subparagraph (A) for
such taxeble year.

*(8) LIMITATIONS 0N BMPLOYER.~FOr pur-
poses of this title—

“(1) DEDUCTION " LBMTATIONS.—NO deduc-
tion shall be allowed~—

“(A) for the transfer of any amount to a
health benefits account In & gualified trans-
fer (or any retransfer (o the plan under gub-
section (eX1MB)), .

“(B) for qualified current retiree health li-
abilities paid out of the assets (and income)
described in subsection (c)X(1), or

“(C) for any amounts to which subpara-
graph (B) does not apply and which are paid
for gualified current retiree health liabil-
fties for the taxable year to the extent such
amounts are not grealer than the excess (if
any) of—

(1) the amount determined under sub-
paragraph (4) (and income allocable there-
to), over

(i) the amount determined under sub-
paragraph (B).

“(2) NO CONTRIBUTIONS ALLOWED.—AD em-
ployer may not coniribute after December
31, 1990, any samount to & health benefits
account or welfare benefit fund (as defined
in section 418(e)X1)) with respect to quall-
fled current retiree health labilities for
which transferred assets are required to be
used under subsection (c)(1).

“(e) DEFINITION AND Special RuLes.—For
purposes of this section—

*(1) QUALIFIEDP CURRENT RETIREZE HEALTH LI-
ABILITIES.~FoOr purposes of this section—

“(A) In genEraL.—The term ‘Qualified eur-
rent retiree health labilities’ means, with
respect to any taxable year, the aggregate
amounts (ncluding adminisirative ex-
penses) which would have been allowable as
8 deduction to the employer for such tax-
able year with respect to applicable health
beneflts provided during such taxable year
19—

“(1) such benefits were provided directly
by the employer, and

“{i1) the employer used the cash receipts
and disbursements method of accounting.
For purposes of the preceding sentence, the
rule of section 418(cX3)(B) shall apply.

“(B) REDUCTIONS FOR ANOUNTS PREVIOUSLY
&Y Asipe.~The smount determined under
subparagraph (A) szhall be reduced by any
amount previously contributed to & health
benefits account or welfare benefit fund (a2s
defined in section 418(e)1)) to pay for the
quelified current retiree health lisbilities.
The portion of any reserves remaining as of
the close of December 31, 1888, shall ke allo-
cated on a pro rate basls to gqualified current
retiree health linbilities.

“(C) APPLICABLE HRALTE DRNIFIZS.—The
term ‘applicable heslith benefits' mean
health benefits or coverase which are pro-
vided to—

“i1) retired employees who, immedisiely
before the qualified transfer, are entitled to
recelve such benefits upon retirement and
who are entitled to pemsion benefits under
the plan, and
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‘(if) their spouses and dependents.

*(D) KEY EMPLOYEZES XXCLUDED.~If A0 em-
ployee is a key employee (within the mean-
ing of section 416(i)(1)) with respect to any
plan year ending in a taxable year, such em-
ployee shall not be taken into account in
computing qualified current retiree health
Habilities for such taxable year or in ealen-
lating applicable emnloyer cost under sub-
section (eX3XB).

“(2) Excmss pEnsiow assxTs.—The term
‘excess pension assets’ mesns the excess (i
any) of—

“(A) the amount determined under section
412(cXTX A1), over

*“(B) the greater of —

“(1) the amount determined under section
4126 XTXAXD), or

*Xii) 125 percent of current Nability (as de-
fined in section 412(cXTXB)X
The determination under this parsgraph
shall be made 88 of the most recent valu-
ation date of the pian preceding the gualt-
fied transfer.

“¢3) HEALTH BENEFITA ACCOUNT.—The term
“health benefits account” means an account
3Abusbed and maintained wnder seetion

1h).

“(4) COORDINATION WITH BECTION 413—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
ary income allocable thereto) shall, for pus-
poses of section 412(cXT), be treated as
assets in the plan ss 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)BXiv) for the first plan year after
the plan year in which such transfer occurs
in an amount equal to the amount of such
transfer (reduced by any amounts trans-
ferred back to the pension plan under sub-
section (c)(1)(B)), except that such section
shall be applied to such amount by substi-
tuting ‘10 plan years’ for ‘S plan years”.”

(b) CONPFORMING AMENDMENT.—Section
401(h) is amended by inserting ~, and sub-
ject to the provisions of section 420™ after

(¢) Errecmive Daxe—The amendments
made by this section shall apply to tramsfers
in taxable years beginming after December
31, 1990,

SEC. 3172. APPLICATION OF ERIEA TO TRANSFERS
OF EXCESS PENSION ASSETS 710G RE-
. TIREE HEALTH ACCOUNTS.

(a) Exciusive Brnerry REQUIRKEMENT,~—
Section 403(cX1) of the Employee Retire-
ment Income Security Act of 1874 (20 US.C.
1103(¢¥ 1)) is amended by inserting “, of
ander section 420 of the Intesnal Revenue
Code of 1988 (as In cffect om Janusry 13,
1991)" after “insured plens)’’.

(b) Finocrany Dories.—Section
404(sX1XA) of such Act (28 USC
1104(aX1)(A)) is amended by insexting “sub-
ject to section 420 of the Intermal Revenne
Code of 1986 (a8 i effect e January 1,
1901),” after “(AY’.

(c) ExXEMPTIONG FROM PROHIBITED TRANS-
AcTIoRS.—Section 408(b) of such Act (29
U.8.C. 1108(b)) is amended by adding at the
end thereof the fellowing new paragraph:

“(13) Any transfer in s taxable year begin-
ning before January 1, 1988, of excess psn-
sion aseets from & cingle-employer pian
whieh is & defined benefit plan (@ a retiree
health accourd in a qualified tranafer per-
mitted under section 420 of the Internal
Revenue Code of 1888 (2x in effect on Janu-
ary 1, 19912

(d) Poxpars Limrearioms.—Section 202 of -

such Act (239 U.S.C. 1082} iz amended by rve-
designating subsection ¢(g) &s subsection (hl
and by adding at the end therecd the {cllow-
ing new subsection:

CONGRESSIONAL RECORD — HOUSE

*¢g) QUALIPIED TRANSPFERS 70 HeALTYH BEN-
Errrs AccounTts.—For purposes of this sec-
tion, in the case of a qualified transfer (as
defined in sectfon 420 of the Intermal Reve-
pue Code of 1986)— .

~¢1) any assets transferred in 8 pian year
after the valuation date for such year (and
gny income allocable thereto) shall, for pur-
poses of subsection (cXT), 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 wunder subsection
(bX2)(B)(iv) for the {irst plan year after the
pian year in which such transfer oecurs in
an amount equsal to the amount of sueh
transfer (reduced by any amounts trans-
ferred back to the plan under section
420(cX1XB) of such Code), except that such
sxbeection shall be applied to such amount
by substituting ‘10 plan yesars' for ‘G plan
ygm- ”

(e¢) RoTic® REQUIREWENRTS.—

(1) In gEwERAL.—Bection 191 of such Act
(29 US.C. 1021) i amended by redesignat-
ing subsection (e) as subsection ¢{) and by
inserting after subsection (d) the follawing
new subsection:

“{e) Norice oy TrANsrEr o Excrss Pep-
sIoN Assers 70 Hzalrs BEwREFITS Ac-
COUNTS. —

*t1) NOTICE TO PARTICIPANTS.—Not later
than 60 days before the date of a qualified
trgnsfer by an employee pension benefit
plan of excess pension assets to a heaith
bepefits gsccount, the adminiatrator of the
plan shall notity (in suoch manner as the
Secretary may prescribe) each participant
snd beneficiary under the plan af such
transfer. Such notice shall include Informa-
tion with respect tc the amount of excess
pension assets, the portion to be trans-
ferred, the amount of health benefits Habil-
ities to be funded with the assets trems-
ferred, and the amount of pension benefits
of the participant which will be vested im-
mediately after the transfer.

“(2) NOTICE TO SECRETARIES, ADMINISTRA-
TOR, ANDP RMPLGYER ORGANIZATIONS.—

“(A) I gxxERAL.—Not later than 80 days
before the date of any qualified tranafer by
an employee pension benefit plan of excess
pension assets to & health benefits scEOURY,
the employer maintaining the plan from
which the tranafer 18 made shall provide the
Becretary, the Secretary of the Tressury,
the sdministrator, and each employee &vga-
mzation representing participants in the
plan & written notice of such transfer. A
eopy of any such notice ahall be awaflabie
for inspection in the principal edfice af the
sdministrator.

“*{B) INFORMATION FELATING TO TRANSIER.—
Such notice shall identify the plan from
which the transfer is made, the amount of
the transfer, a detailed accounting of amsets
projected to be held by the plan immedinge-
t¥ before and immediately after the twans-
fer, and the current lsbilities under the
plan at the time of the transfer.

*“(C) AUTEORITY FOR ADDITIORAL REPOLTENG
REQUIREMENTS.—The Secretary may pre-
seribe sach additional reperting reqwire-
roents as mey be necessary to exrry out the
purposes of this section.

*“(3) DermmiTions.—Por purposes of para-
graph (1), any term used in such parsgraph
which is &lso used In seetion 430 of the In-
ternal Revenue Code of 1966 (as in efiect om
January 1, 1991) sheail have the same mean-
ing as when used in such seetlon.”

{2} PENALTTES.—

(A) Bection 382(cX1) of sueh Act (29
USC. 1133(eX1)) is amended by mserting

~gr section 101(eX1)” after “section 806™,

€B) Bection 802(cX3) of sueh Het (29
U.8.C. 1132(c)(3)) is amended-—
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- ) by inserting “or who fails to meect the
requirements of section 101(eX2) with re-
spect to any person” after "benefictary” the
first place it appears, and

(i) by inserting “or to such person™ after
“beneficiary’’ the secand piace it appears.

() Errectivé DATE—The amendments
made by this section shall apply to qualified
transfers under section 420 of the Intermal
Revenue Code of 1986 made after the date
of the enactment of this Act.

PART 3-PPGC PREMIUMS

S8EC. 3121 INCREASE IN PREMIUM RATES.

(8) INCREASE I¥ Basic PREMIUM.—

(1) IN GENERAL.—Clause (i) of section
48068(aX3XA) of the Employee Retirement
Income Security Act of 1874 (28 US.C.
1306(a)(3)(A)) is amended by striking “for
plan years beginning after December 31,
1987, an amount egual to the sum of $16”
and inserting “for plan years beginning
after December 31, 1880, an amount equal
to the sum of $19".

(2) CONFORMING AMENDMENT.—Section
4006(c)(1)(A) of such Act (29 US.C.
1308(c)(1)(A)) is amended—

(A) In clause (ii), by striking “and™ at the
end;

(B) by adjusting the margination of clause
(Hi) so as to conform to the margination of
clauses (i) and (ii); and

(C) by adding at the end thereof the fol-
lowing new clause:

“({v) with respect to each plan year begin-
ning after December 31, 1987, and before
Januoary 1, 1881, an amoumt equa? to $16 for
each individus] who was a partiefpant in
such plan during the plan year, and”.

(b) INCREASE IN ADBITIONAL PREMIUM.—
Bection 4006(2)(3XE) of such Aet (20 US.C.
1306(a)(3)(E)) is amended—

(1) by striking “$6.00" in clause (i) and in-
gerting *'$9.00", and

(2) by striking “$34” n clause ¢juxI) and
tnserting “$53".

(¢) ErrecTivE DaTE—The smendments
meade by this section shall apply to plan
years beginning after December 31, 1890.

Subtitle C—Labor Civil Penalties and Fines

SEC. 8201 CIVIL PENALTIES AND FINES UNDER OC-
CUPATIONAL SAFETY AND HEALTH .
ACT OF 1976.

(a8) In GerzraL.—Section 17 of the Occu-
pational Safety and Health Act of 1970 (29
U.8.C. 666) is amended—

{1y in subsection (a), by striking out
+§10,000 for each viotation” and nserting in
Ifeu thereof ~“$70,000 for each violation, but
not less than 47,000 for eaech willful viola-
tion and not less than $1,000 for each re-
peated violation™;

(2) in subsection (®), by striking out
+$1,000 for each such violation” snd insert-
ng in lieu thereof *$7.860 for each such vio-
Iation, but not less than $70¢ for eech sueh
violation”;

(3) in subsection (¢), by siriking out.
~$1,080 for each such viclatien'’ and insert-
ing in lieu thereof “$7.000 for esach sueh vio-
lation, but not lese than $708 for eagh such
violation™;

(4) In subsection (d), by striking ouf

and inserting in Hew thereof

(5) in subsection (e}~

(A) by striking out "fine of not more than
$16,000" and inserting In Heu thereof “fine
fn sccordance with sectfon 3571 of title 18,
United States Code,”;

(B) by striking out “stx zzmths’*’ and in-
serting in lieu thereot *1¢ years'’;

{C) by striking out “{ine of net more than
$26,000” and inserting im lien thereof “'fine
tn sceordance with seetfon 3571 of tile 26,
United States Code,”; and
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(D) by striking out “one year"” and insert-
ing in lieu thereof 20 years'’;

(6) In subsection (f), by striking out “fine
of not more than $1,000 or by imprisonment
for not more than six months,” and insert-
ing in lieu thereof “fine in accordance with
section 3571 of title 18, United States Code,
or by imprisonment for not more than 2
years,”;

(D in subsection (g), by striking out ““fine
of not more than $10,000, or by imprison-
ment for not more than six menths,” 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 (1) as subsections (1) through (m),
respectively;

" (9) by inserting in lieu thereof after sub-
section (g) the following new subsection:

“(h) If any employer willfully violates any
standard, rule, or order promulgated pursu-
ant to section 6 or any regulation prescribed
pursuant to this Act and if that violation
caused serious bodily injury to any employ-
ee but did not cause death to any employee,
such employer shall, upon conviction, be
punished by a fine in accordance with sec-
tion 3571 of title 18, United States Code, or
by imprisonment for not more than 5 years,
or by both, except that if the conviction is
for a violation committed after a first con-
viction of such person, punishment shall be
by a fine in accordance with section 3571 of
title 18, United States Code, or by imprison-
ment for not more than 10 years, or by
both.”;

(10) in subsection (J) (as redesignated), by

" striking out “'$1,000" and inserting in lieu
thereof “$7,000”; and

(11) by adding at the end the following
new subsections:

*(n) If a penalty or fine is imposed on a di-
rector. officer, or agent of an employer
under subsection (e), (f), (g), or (h), such
penalty or fine shall not be paid out of the
assets of the employer on behalf of that di-
rector, officer, or agent.

*“(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) DEriNITION.—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 dis-
figurement; or

“(D) protracted loss or impairment of the
function of a bodily member, organ, or
mental faculty.”,

SEC. 8202. 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 1877
(30 U.S.C. 820(a)) is amended by striking out
*'$10,000 for each such violation"” and insert-
ing in lieu thereof “$50,000 for each such
violation but not less than $1,000 for each
such violation".

(b) SECTION 110(b).—Section 110(b) of the
Federal Mine Safety and Health Act of 1877
(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 fol-
lowing: “but not less than $1,000 for each
day during which such failure or violation
continues",
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SEC. $203. 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 vio-
lation but not less than $1,000 for each em-
ployee who was the subject of such a viola-
tion™,

(2) by striking out “or any person who re-
peatedly or 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 ‘“‘appropriate-
ness of” and insert in lieu thereof “‘any pen-
alty 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 de-
posited in the general fund of the Treas-
ury.”.

SEC. 3205. CIVIL PENALTIES FOR CERTAIN UNFAIR
LABOR PRACTICES.

(a) PENALTIES.—Section 10(b) of the Na-
tional Labor Relations Act (29 U.S.C.
160(b)) is amended by inserting "(1)" after
“(b)” and by adding at the end the follow-
ing:

*(2)(A) If a complaint is issued under
paragraph (1) stating that a person has en-
gaged in an unfair labor practice within the
meaning of section 8(a)3) or 8(bX2), such
person shall be subject to a civil penalty of
not more than $10,000 for each employee
who is the subject of such unfair labor prac-
tice and not less than $1,000 for each em-
ployee who is the subject of such unfair
labor practice.

“(B) If a complaint is issued under para-
graph (1) stating that a person has engaged
in an unfair labor practice within the mean-
ing of section 8(a)(5) or 8(b)3), such person
shall be subject to a civil penalty of not
more than $10,000 for each such unfair
labor practice and not less than $1,000 for
each such unfair labor practice.

*"(C) The General Counsel shall assess
civil penalties under subparagraphs (A) and
(B). In determining the amount of a civil
penalty, the General Counsel shall take into
account the nature, circumstances, extent,
and gravity of the unfair labor practice with
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 culpa-
bility, 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 sub-
paragraphs (A) and (B) shall be deposited in
the general fund of the Treasury.”.

(b) CONPORMING AMENDMENTS, —

(1) Section 3(d) of the National Labor Re-
lations 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.
180(c)) is amended by inserting after “such
unfair labor practice” the following: *, to
pay any civil penalty assessed under subsec-
tion (bX(2)",
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Subtitle D—Earty Chitdhood Education and
Development

SEC. 3301. SHORT TITLE.

This subtitle may be cited as the "Early
Childhood Education and Development Act
of 1990,

SEC. 3362. PURPOSES.

The purposes of this subtitle are—

(1) to build on and to strengthen the role
of the family by seeking to ensure that par-
ents are not forced by lack of available pro-
grams or financial resources to place a child
in an unsafe or unthealthy child care facility
or arrangement,;

(2) to promote the availability and diversi-
ty of quality child care services and early
childhood development programs to expand
child care options available to all families
who need such services;

(3) to assist States and Indian tribes to
work with businesses to find innovative
ways to provide employee child care services
through the workplace;

(4) to provide assistance to families whose
financial resources are not sufficient to
enable such families to pay the full cost of
necessary child care services and early child-
hood development,;

(5) to lessen the chances that children will
be left to fend for themselves for significant
parts of the day.

(8) to improve the productivity of parents
in the labor force by lessening the stresses
related to the absence of adequate child
care services,

() 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 a!-
tracting and retaining qualified staff in the
field of child care and early childhood devel-
opment to provide high quality child care
services to children; and

(8) to strengthen the competitiveness of
the United States by providing young chii-
dren with a sound early childhood develop-
ment experience.

S8EC. 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 neces-
sary 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 serv-
ices under the Head Start Act, as amended
by part 1 of this subtitle;

(2) 33 percent shall be available to carry
out title VIII of the Elementary and Sec-
ondary Education Act of 1965, as added by
part 2 of this subtitle; and

(3) 20 percent shall be available to carry
out the Child Care Quality Improvement
Act, as added by part 3 of this subtitle.

PART 1—EXPANDED HEAD START

SEC. 3311. DEFINITIONS.

Section 637 of the Head Start Act (42
U.8.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 (ad-
Justed for regional. metropolitan, urban,
and rural differences and family size) deter-
mined annually by the Secretary of Labor
and based on the most recent lower living
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family budget issued by the Becretary of
Labor.

“(7) The term 'sliding fee scale’ means the
sliding fee scale established and revised
under section 658.".

SEC. 3312
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
pertod at the end: *"; and (3} may provide de-
velopmentally appropriate child care serv-
iees in acecrdance with this subchapter™
and

¢2) in subsection (b) by striking “'subehap-
ter E” and inserting “subchapter G™.

SEC. 3713. CONPORMING AMENDMENT.

Section 639 of the Head Start Act (42
U.S.C. 9834) is amended by inserting "(other
than the provisions relating to ehild care
services referred to in section 638tax3))”
after “subchapter™.

SEC. 3314. ALLSYPMENT OF FUNDS.
- Section 840ta) of the Head Start Act (42
U.S.C. 9835(a)) ts amended—

¢1) in paragraph (1) by inserting “and the
amount made available under section
3303(bX1) of the Barly Childhood Educa-
tion and Derelopment Act of 1990 after
~section 6397,

¢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 638" aftey “‘appropriation’;

{C) in the last sentence by striking “such
funds appropriated under this subchapter”
and mserting “such funds reserved under
this paragraph’;

(D) by imserting before the last sentence
the following: "The Secretary shall reserve
8 percent of the amount made available
under section 3363(bX1) of the Early Child-
hood Education and Development Act of
1990 for any fiscal yesr. for use i accerd-
anee with subparagraphs (A) and (B)." and

(3) in paragraph (3)>—

(A) by striking “"The Secretary” and in-
serting “"After reserving the amounts re-
Quired by paragraph (2), the Secretary’.
and N

(B) by striking 'remaining 87 percent of
the amounts appropriated’ angd inserting
remainder”’.

SEC. 115 PEDERAL SHARE.

Bection 6406(b) of the Head Start Act (42
US.C. 9835(b)) is amended—

(1) in the first sentence by striking “Pi-
nancial”’ and inserting “Except as provided
in paragraph (2), financial’’,

¢2) by inserting ~(1)” after "'(b)"; and

(3) by sdding at the end the following:

“¢2) Pinancial assistance extended undesr
this subchapter to a Head Start agency, at-
tributable to funds made available under
section 3303<(b)1) of the Early Chilkdhood
Education and Development Act of 1938,
shall be 100 percent of the approved costs af
the developmentally appropriate child carc
:rvsces for which such assistance is provid-
SBC. 3316. PARTICHATHIN IN HEAD START PRUO-

CRAMS.

() CuiLp Care SERrvicis aRp Expanor»
Hzap START BLicimaLrTy.—Section 845¢a) of
the Head Start Act (42 US.C. 8840¢a)) is
amended—

(i) in the second sentence of paragraph
(1) by striking "paragraph (2)" and insert-
ing "paragraphs (2) and (3Y'; and

(2) by adding at the end the following:

"(3XA) Funds allotted under section 640
that are attributable to funds made avail-

FINANCIAL ASSISTANCE FOR HEAD-
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able under section 3303(bX1) of the Early
Childheod Education and Development Act
of 1990 shall be expended only in accord-
ance with this paragraph.

(B) Funds allotted under seetion 640 that
are attributable to funds made available
under section 3303(b)(1) of the Early Child-
hood Education and Development Act of
199¢ may be expended to enable Head Start
programs to provide devclopmentally appro-
priate child care services throughout the
full calendar year to children who are eligi-
ble under paragraphs (1) and (2) to partici-
pate in. and are participating in, Head Start
programs so that such children receive full-
working-day services if such child care serv-
fces arc provided to meet the needs of par-
ents each of whom is working, or attending
a job training or educational program.

“(C) Subject to subparagraph (D) and sub-
section (bX2). funds allotted under section
840 that are attributable to funds made
available under section 3303(b)}1) of the
Early Childhood Education and Develop-
ment Act of 1990 may be expended. lo
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 dewelop-
mentally appropriate child care services to
children—

~(i) who are ineligible under paragraphs
(1) and (2) to participate in Head Start pro-
grams; and

~(ii) whose family income [s greater than
the poverty line but less than 125 percent of
the poverty line;
so that such children receive full-werking-
day services if such services are provided to
meet the needs of parents each of whom fs
working, or attending a job training or edu-
cational program.

(D)) For purposes of carrying out this
paragraph, funds allotted under section 640
that are attributable to funds made avail-
able under section 3303(bX1) of the Early
Childhood Education and Development Act
of 1990 may not be expended for a fiscal
year for the purpose specificd in subpara-
graph (C) unless developmentalty appropri-
ate child care services are provided under
subparagraph (B) for such fiseal year to sIt
children who are eligible to recetve such
services and whose parents request such
services.

“(ii) For any fiscal year. an amount not to
exceed 20 percent of the funds allotted
ander section 640 that are attributable to
funds made availzble under  section
3303(bX1) of the Early Childhood Eduoca-
tton and Development Act of 1890 may be
expended for the purpose specified in sub-
peragraph (C).".

(d) Pres.—Sectton 645'b) of the Head
Start Act (42 U.S.C. 8840(b)) is amended—

¢1) by inserting “¢1)" after "(b)"; and

€2) by adding at the end the following:

~¢2) Parems of children who recetve Head
Start services (imeluding develupmentally
appropriate ehfld care services) under the
authority of subsection (aXIXC? shall pay a
portion of the cost of such services, based
on & sliding fee scale. Payments received
under this paragraph shal} be retained by
Head Start agenctes and shall be expended
by such agencies only to carry out this sub-
chapter.”.
SEC. 3317. ESTABLISHMENT AND REVISION
SLIDING PEE SCALE.

The Head Start Act (42 U.S.C. 8831-9852)
is amended by adding at the end the follow-
ing:

“ESTABLISHMENT AND REVISION OF SLIDING PEE
SCALE

“Sec. 658. The Becretary shall establish
and periodieally revise, by rule, a sihiing fee
scale that provides for cost sharing bctween

oF
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the Pederal Govenunent (actmg kndirectly
through Head Start agencies) and the fami-
lies that receive services for which assist-
ance is provided under the amendments Lo
this Act made by Early Childhood Educa.
tion and Development Aet 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 resulL of 2
disability of a family member) of, eligible
children who receive such services, exeept
that families whose income does not exceed
the poverty line (as determied under sec-
tion 652) may not be required to pay a fee
for such scrvices.”.

SEC. 3314, TECHNICAL AMENDMENT.

Section 652(b) of the Head Start Act (42
US.C. 9847(b)) amended by mserting
“For All Urban Conswmers” after ~Con-
sumer Price Index’.

PART 2—FARLY CHILDIHOOD

MENT AND SCHOOL-RELATED
CARE

SEC. 3321. GRANTS FOR STATE AND LOCAL Vi)

GRAMS.

The Elementary and Secondary Baucation
Act of 1865 is amended—

¢1) by redesignating title X as title IX;

(2) by redesignating sections 8301 through
8005 as sections 9001 through 9005, respec-
tively: and

(3) by inserting before title IX (as redesig-
nated by paragraph (1)) the following new
title:

“PITLE VIII—EARLY CRILDHOOD DEVELOP.
MENT AND SCHOOL-RELATED CHILD
CARE

“SEC. 8001, PROGRAM AUTRORTZED.

“(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 child-
hood development programs that offer serv-
ices that—

(1) are intended to provide an environ-
ment which enhances the educatioral,
social. cultural, emotional, and recreational
development of children; and

*(2) in the case of befare- and after-school
child care—

“(A) are provided Monday through
Friday, including school holidays and vaca-
tion periods other than legal public holi-
days. to children attending half-day early
childhiood development prograns, kinder-
garten. 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 APFROPRIATIONS.—
Amounts shall be available to carry out this
title as provided in section 3303(bX2) of the
Early Childhood Education and Develop-
ment Act of 1990.

“SEC. 8082. AMOUNTS OF GRANTS.

“¢a) GRAXTS POR TERRITOREIES,—

*¢(1) The Secretary shall reserve 1 pereent
of the amount made avaiable for purposes
of carrying out Lhis title in each fiscal year
for payments to—

“(A) Guam, American Samoa, the Virgin
Islands, the Commonwealth of the North-
ern Mariam Islands, and the Trust Terri-
tory of the Pacific Isiands according 1o their
respective needs for grants under this title;
and

PEVELOP.
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~¢B) the Secretary of the Inlerior in the
amount Necessary— '

“(}) to make payments to local educational
agencies, upon such terms as the Secretary
determines will best carry oot the purpeses
of this title with respect to owt-of-State
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Indian children in the elementary and sec-
ondary schools of such agencies under spe-
cial contracts with the Department of the
Interior, {n amounts determined by the Sec-
retary in accordance with the provisions of
section 1005(d)(1); and

*(if) to meet the needs of Indian children
on reservations serviced by elementary and
secondary schools for Indian children oper-
- ated 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 ac-
cordance with the provlsions of section
1005(dX2).

*¢2) The grant which a- local educational
egency 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 AGEN-
CIES AND THE COMMONWEALTH OF PUERTO
Rico.—

“(1XA) 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 educa-
tional agency is eligible to receive in accord-
ance 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 appropria-
tions, in any fiscal year a local educational
agency shall receive a grant under this sub-
section only if the amount of the grant
which such local educational agency is eligi-
ble to receive, as determined.under subsec-
tions (a) through (c) of section 1005 and sec-
tion 1403(b)—

(1) is'not less than $15,000; or

“(if) 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).

“(2X(A) In each fiscal year, amounts re-
maining from amounts appropriated for the
purpose of making grants under this title
after carrying out subsection (a) and para-
graph (1) shall be allocated to the States for
the purpose of making grants to local educa-
- tional agencies that did not receive a grant
under paragraph (1) for such fiscal year,
Each State shall receive under this para-
graph an amount that bears the same rela-
tionship to such remaining amounts as the
amount received by all local educational
-agencies in such State under chapter 1 of
title I in the preceding fiscal year bears to
the amount made available to carry out
such chapter in such fiscal year, except that
in any fiscal year no State may receive any
amount under this paragraph that, when
added te the amount received under para-
graph (1) in such fiscal year by all 1ocal edu-
cational agencies in such State, would total
more than an amount that bears the same
relationship to the amount made available
for purposes of carrying out this title for
such fiscal year 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 avail-
able to carry out such chapter in such fiscal
year.

"(B) 8ubject 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 educa-
tional agencies that did not receive a grant
under paragraph (1) for such fiscal year, for
the purposes specified in section 8001.
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*“(C) Each State shall give priority for
grants under subparagrabh (B) to local edu-
cational agencies—

(1) that have under their jurisdlctlon the
greatest concentrations of children whose
families have very low income;

“(ii) that will use amounts made available
under the grant to supplement, not sup-
plant, non-Federal funds being used before
the grant is received for the purposes for
which the grant is provided; and

“(iil). that are located in areas in greatest
need of child care and early childhood de-
velopment services, taking into consider-
ation the needs and resources assessment
gonaducted under section 658F of Public Law
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“(D) The State may not make 8 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, Ameri-
can Samoa, the Virgin Islands, the Com-
monwealth of the Northern Mariana Is-
lands, and the Trust Territory of the
Pacific Islands.

“(c) LiMiTaTioN.~Notwithstanding the
provisions ef 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 rela-
tionship to the amount made available to
carry out this title as the amount received
by all local educational agencies in such

‘State under chapter 1 of title I in the pre-

ceding fiscal year bears to the amount made
avallable to carry out such chapter in such
fiscal year.

“SEC. 8083. 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) Usx or Funps.—Each local education-
al agency that receives funds under this
title shall use such funds to expand, estab-

*lish, or operate an early childhood develop-

ment program or before- and after-school
child care program, or both, in accordance
with the application and plan approved by
the State. Each such program shall meet
‘the following requirements:

“(1)A) An early childhood development
program shall be provided at the costs de-
scribed in subparagraph (C) for children de-
scribed in subparagraph (B). - -

*(B) Children described in this subpm
graph are children from families—

“(1) within the area served by the local
educational agency; and

“(if) in which the parent or parents work
or.are in education or training programs.

*(C) The program described in subpara-
graph (A)—

(1) shall be provided at no cost for 4-year-
old children from families within the area
served by the local educational agency with
income of not more than 100 percent of the
poverty level (to the extent such services
are not available under the Head Start Act);
and - .

“(ii) may be provided, from not more than
25 percent of the funds provided under this

title that will be used to provide such pro- .
. gram—
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“(I) on a sliding fee scale for 4-year-old
children from families within the area
served by the local educational agency with
income of more than 100 percent of the pov-
erty level but not more than 160 percent of
the lower living 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 stand-
ard 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 para-

graph (1).

“(3)(A) A before- and after-school child
care program shall provide such care at the
costs described in subparagraph (C) for chil-
dren described in subparagraph (B). Such
program shall consist of services that—

‘(1) are provided during such times of the
day when regular instructional services are
not in session; and

*“(i1) are not intended as an extension of or
replacement for the regular academic pro-
gram, but are intended to provide an envi-
ronment that enhances the social, educa-
tional, cultural, emotional, and recreational
development of school-age children.

*(B) Children described in this subpara-
graph are children from families within the
area served by the local educational agency
and in which—

*(1) the parent or parents work or are in
education or training programs; and

“(ii) the children are attending early
childhood development programs, kinder-
garten, or elementary or secondary school
classes.

A"(C) The care described in subparagraph
(A)—

*“(1) shall be provided at no cost for chil-
dren from families within the area served by
the local educational agency with income of
not more than 100 percent of the poverty
level; and

(i) 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 eagency with income of more
than 160 percent of the lower living stand-
ard income level.

“(4XA). Services shau be avallable during
the full working day for 4-year-olds (and for
3-year-olds, where offered). Such services
may only include an early childhood devel-
opment program or before- and after-school
care, or both.

*(B) Before- and after-school care shall be
avajlable for the calendar year, Monday
through Friday, excluding legal public holi-
days.

*(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 pri-
vate kindergarten and elementary and sec-
ondary schools in accordance with the pro-
visions of chapter 1 of title I relating to the
participation of children enrolled in private
schools.

*(8) 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 pro-
gram quality.
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“(7) With respect to early chiléhood devel-
opment programs, norm-referenced and cri-
terion-referenced standardized tests shall
not be administered.

‘“(8) With respect to before- and aftex-
gchool child care programs—,

“(A) each such program provided skmll
developmentally appropriate and meet the
diverse recreational, gocial, emotional, cul-
tural, and educational needs of achcol-&ged
c¢hildren; and

“(B) each such program shall be in com-
pliance with—

“(1) applicable State regulatory standards
for health and safety; and

“il) applicable State standards for pro-
gram 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 tnclude— -

“(A) adequate and nutritious meals and
snacks;

“(B) i practicable, social services; and

*(C) in the case of early childhood devel-
opment programs—

(1) coordination of such hesalth &nd nutri-
tion services &s are available from other
agencies for children in such programs; and

“(11) 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 activi-
ties for parents shall be provided, to the
extent practicable, in a language and form
the parents undersiand.

‘“(c) FeEs.—Payments received by local
educational agencies from parents of chil-
dren who receive early childhcod develop-
ment services under the authority of subsec-
tion (bX1XC)(ii) or before- and after-school
child care services under the authority of
subsection (bX3XCXii) shall be retained by
such agencies and shall be expended by
such agencies only to carry out this title.

“(d) COORDINATION WITH EXISTING PROVID-
Ers.—Each local educational agency that re-
ceives funds under this title shall coordinate
the program carried out with such funds
with other public entities and private non-
profit community-based organizations that
provide before- and after-school child care
and early childhood development programs
in the area sérved by the local educational
agency, including entities and organizations
that provide programs with assistance re-
ceived under section 619 of the Educa.tion of
the Handicapped Act.

“(e) CONTRACTING AUTHORITY,—

“(1) A local educational agency may pro-
vide & before- and after-school child care
program or early childhood development
program in accordance with the provisions
of this title through grants to or contracts
with other public entities and eligible pri-
vate nonprofit community-based organiza-
tions that provide before- and after-school
child care programs or early childhood de-
velopment programs, as appropriate. In
making a grant or entering into & contract
under the authority of the preceding sen-
tence, & local educational agency shall give
priority to & program offered in a public
school building, if the cost of such program
is comparable to the costs of programs of-
!ered 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 organijzation is able to and willing
to enroll in the program, or has a history of
enrolling, racially, ethnically, linguistically,
and economically diverse children and chil-
dren with disabilities;
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‘(B) the organization will ensure that the
program {5 in compliance with section 654 of
the Head Start Act; and .

*(C) the organization will comply with
other reasonable requirements established
by the local educationsl agency comsistent
with the purpoces of this title. -

“(3) Title IX of the Education Amend-
ments of 1873 ghall apply to any prograr
activity provided with assistance under mas
title %o the same extent and In the same
Mmanner as any program of activity included
within the meaning of such term under
such title IX. References in this title to sec-
tion 654 of the Head Start Act ghall be con-
%gued so &s to be consistent with such title
“SEC. 8694, STATE PROGRAM REQUIREMENTS.

‘“(8) STATE EDUCATIONAL AGEWCY ASSUR-
awces.—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 educa-
tional agency—

“(1) will meet the requirements in para-

" graphs (2) and (5) of section 435 of the Gen-

eral Education Provisions Act, relating to
fiscal control and fund accounting proce-
dures;

“(2) will establish, before the explmtlon of
the 3-year period beginning on the date of
the enactment of the Early Childhood Edu-
cation and Development Act of 1890

“(A) standards for early childhcod devel-
opment programs for which funds are re-
ceived under this title, which shall include
standards relating to—

“(i) group size limits In terms of the
number of staff members and the number
and ages of children;

“(ii) the maximum appropriate child-staff
ratios;

‘“(iii) qualifications and backzround of
staff members;

*(iv) health, nutrition, and safety require-
ments for children and staff members; and

“(v) parental involvement; and

‘(B) standards for before- and after-
school child care programs for which funds
are received under this titie, which shall in-
clude standards relating to—

(1) inservice training for staff members;

“(i1) health, nutrition, and safety require-
ments 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 pertain-
ing to this title; and

“(4) will require any local educational
sgency 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 sec-
tion 8006, use not more than 3 percent of
such amounts for costs of administration re-
lated to carrying out this title.

“8EC. 8005. ESTABLISHMENT AND REVISION OF
SLIDING FEE 8CALE. ) .

“The State shall establish and periodically
revise, by rule, a sliding fee scale that pro-
vides for cost sharing between the Federal
Government (acting indirectly through the
State and local educational agencies) and
the families that receive child care or early
childhood development services for which
assistance is provided under this title. Such
fee scale shall be based on the services pro-
vided to, and the income of the famfilies (ad-
justed for family size and extraordinary
medical expenses paid by the family as a
result of a disability of a family member) of,
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eligible children who receive such services,
except that it shall apply only tp services re-
ceived by children from families with
income of more than 100 percent of the pov-
erty level but not more than 160 percent of
the lower living standard income level.

“SEC. 8226. PAYMENTS 70 STATES.

“The Secretary shall pay to each State on
o timely besis, in advance or otherwise. the
emount which it and the local educational
agencies of such State are eligible to receive
under this title.-

“SEC. 8697. PAYMENTS 70 LOCAL EDUCATIONAL
AGENCIES.

“Bach State educational agency shall dis-
tribute not less than 97 percent of the
amounts paid to it pursuant to section 8006
to the local educational agencies of the
State which are eligible to receive grants
under this title and which have applications
and plans approved by the State.

“SEC. 8008. DEFINITIONS.

“Por purposes of this title:

*(1) The term ‘community-based organiza
tion’ means an organization that—

“(A) is representative of the community
or significant segments of the community;
md

‘“(B) provides chnd care, preschool pro-
grams, or early childhood development pro-
Grams

‘“(2) The term ‘early childhood develop-
ment program’ means & program to provide
educational services that are appropriate for
the child’s age and all areas of the individ-
ual child’s development, including physical,
emotional, social, cultural, cognitive, and
communication, and including services ap-
propriate to meet the needs of children with
disabilities.

“(3) The term ‘full working day’ means at
least 10 hours per day.

‘“¢4) The term ‘lower living standard
income level’ means that income level (ad-
justed for regional, metropolitan, urban,
and rural qifferences and family size) deter-
mined annually by the Secretary of Labor
and based on the most recent lower living
family budget issued by the Secretary of
Labor. )

“(5) The term ‘poverty level’ means the
criteria of poverty used by the Bureau of
the Census in compiling the most recent de-
cennial census for a family of 4 in such form
as those criteria have been updated by in-
creases in the Consumer Price Index For All
Urban Consumers.

“(8) The term ‘sliding fee scale’ means the
sliding fee scale established and revised
under section 8005.".

8EC. 3322. TECHNICAL AMENDMENT.

The {first sentence of section 1005(c}2XB)
of the Elementary and Secondary Education
Act of 1885 (20 U.S.C. 2711(cH2XB)) 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 titie VI of
Public Law 97-35 (42 U.S.C. 8871-9877) 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
“8EC. 658A. SHORT TITLE.

“This subchapter may be cited as the
‘Child Care Quality lmprovement Act’.
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“SEC. 658B. AUTHORITY TO PROVIDE FPINANCIAL
ASSISTANCE.

"The Secretary may provide financial as-
sistance to eligible States, and to Indlan
tribes and tribal organizations, to carry out
this subchapter.

“SEC. 656C. AMOUNTS RESERVED; ALLOTMENTS.

“(8) AMOUNTS RESERVED.—

*(1) TERRITORIES AND POSSESSTONS.—The
Secretary shall reserve not to exceed one
half of 1 percent of the amount made avail-
able under section 3303(bX3) of the Early
Childhood Education and Development Act
of 1990 in each fiscal year for payments to
Guam, 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 allot-
ted In accordance with their respective
needs.

*(2) INp1ANS.—The Secretary shall reserve
an amount, not less than 1.5 percent and
not more than 3 percent of the amount
made available under section 3303(b)3) of
the Early Childhood Education and Devel-
opment of 1990 in each fiscal year, to carry
out subsection (c) regarding Indian children.

*(b) STATE ALLOTMERT.—

(1) GENERAL RULE.—From the remainder
of the amount made available under section
3303(b)(3) of the Early Childhood Educa-
tion and Development Act of 1990 for each
fiscal year, the Secretary shall allot to each
State (excluding jurisdictions referred to 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) LiMrraTions.—If & 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. )
F (3
PACTOR.—

“(A) IN GENERAL.—The allotment factor for
a State means—

*(i) the per capita Income of all {ndivid-
uals in the United States; divided by

*“(ii) the per capita income of all indjvid-
uals in the State.

*“(B) PER cAPITA INcoME.—For purposes of
ilég?m-agmph (A), per capita income shall

DETERMINATION OF  ALLOTMENT

*“(i) determined at 4-year intervals;

“(ii) applied for the 4-year period begin-
ning on October 1 of the first fiscal year be-
ginnirg on the date such determination is
made; and

“(iii) equal to the average of the annual
per capita {ncomes for the most recent
period of 3 consecutive years for which sat-
isfactory data are available from the De-
partment of Commerce at the time such de-
termination is made.

*(¢) PAYMENTS FOR THE BENEFIT OF INDIAN
CHILDREN.—

*(1) INDIAN TRIBES AND TRIBAL ORGANIZA-
TioNs.—From the funds reserved under sub-
section (a)2), the Secretary may, upon the
application of an Indian tribe or tribal orga-
nization, enter into a contract with or make
e grant to such Indian tribe or tribal organi-
zaticn for a period of 2 years, subject to sat-

CONGRESSIONAL RECORD — HOUSE

isfactory 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 con-
ditions of section 102 of the Indian Self-De-
termination 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.
586, 256 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 bene-
fit of Indian children.

*(d) REALLOTMENTS,—~

*(1) IN GENERAL.—ANYy portion of the allot-
ment under subsection (b) to a State that
the Secretary determines is pot required to
carry out a State plan approved under sec-
tion 658E, in the period for which the allot-
ment is made available, shall be reallotted
by the Secretary to other States in propor-
tion to the original allotments to the other
States. . _

“(2) LaMrTaTiONs.—(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 real-
lotment 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 sub-
section shall be deemed to be part of the al-
lotment made under subsection (b) to the
State.

*“(e) DeFINITION.—FoOr 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 sub-
chapter shall designate, in an application
submitted to the Secretary under section
658E(a), a State agency to act as the lead
agency to perform administrative functions
to carry out this subchapter. The State
agency so designated shall be the State
agency that has primary responsibility for
child care in the State.

“SEC. 668E. APPLICATION AND PLAN,

“(a) APPLICATION.—To be eligible to re-
ceive funds under this subchapter, 8 State
shall submit an application to the Secretary
at such time, In such manner, and contain-
ing sueh information as the Secretary may
require by rule.

*(b) PranN.—(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 im-
plemented 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 re-
quired to be licensed and regulated by the
State. The standards shall consist of the fol-
lowing:

“(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—
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“{d) group size limits In terms of the
number of caregivers and the number and
ages of children;

*(ii) the maximum appropriate child-staff
rations;

“(§il) qualifications and background of
child care personnel;

“(iv) health, nutrition, and safety require-
ments for children and caregivers; and

“(v) parental involvement in licensed and
regulated child care services.

‘(B) FAMILY CHILD CARE SERVICES.—Such
standards submitted with respect to child
care services provided by family child care

_ providers shall be limited to—

“(1) 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;

*({i) the minimum age for caregivers, and

“(iii) health, nutrition, and safety require-
ments for children and caregivers.

*“(C) GROUP BOME 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 ac-
cordance with section 658D and contain as-

surances that—

“(1) 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). -

*“(BXi) The lead agency shall review the
law applicable to, and the licensing require-
ments 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 poli-
cies in the 3-year period ending on the date
of the enactment of the Early Childhood
Educeation and Development Act of 1980.

“(ii) Not later than 18 months after the
date of the enactment of the Early Child-
hood Education and Development Act of
1990, the lead agency shall prcpare and
submit a report to the chief executive offi-
cer of the State. Such report shall contain—

(1) a statement of the findings and rec-
ommendations that result from the review
carried out under clause (i), Including a de-
scription of the current status, and recom-
mendations for improvement, of child care
licensing, regulating, monitoring, and en-
forcement in the State; and

“(II) recommendations regarding stand-
ards that should apply to local educational
agencies that receive funds under title VIII
of the Elementary and Secondary Education
Act of 1965 to provide child care services.

“(2) ACTIVITIES TC 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 estab-
lish or expand local resource and referral
programs under section 658F.

*(B) Improve the quality of child care
services- and early childhood development
programs |n the State by providing training
in accoradance with the requirements of sec-
tion 658G.

*(C) Improve the quality of child care
services by improving the monitoring of
compliance with, and enforcement of, the li-
censing and regulatory requirements (in-
cluding registration requirements) of the
State.

*(D) Improve salaries and other compen-
sation paid to full- and part-time staff who
provide child care services—
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*“(1) for which assistance is provided under
the Head Start Act or title VIII of the Ele-
mentary and Secondary Education Act of
1965 and

“(ii) to the extent practicable, In other
major Federal and State child care pro-
grams, except programs conducted pursuant
to part A of title IV of the Social Security
Act;
to the extent that such salaries and other
compensation are inadequate.

*(3) OTHER ALLOWABLE ACTIVITIES.—The
plan shall provide that the State may use
not more than 5 percent of the funds re-
ceived under this subchapter to do 1 or
more of the following:

“(1) Make low-Interest loans to eligible
child care providers that are nonprofit child
care providers and family child care provid-
ers to make renovations and improvements
in existing facilities to be used to carry out
child care programs.

*(1i) 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.

“(i11) Make grants to local public libraries
(and elementary and secondary school li-
braries, as appropriate) to improve the qual-
ity of early childhood learning resources
and to expand the availability of such re-
sources to eligible child care providers (par-
ticularly family child care providers) that
provide child care services to preschool chil-
dren, and to the preschool children and
their 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 REGIS-
TRATION REQUIREMENTS).—The plan shall
provide that the State, not later than 3
years after the date of enactment of the
Early Childhood Education and Develop-
ment Act of 1990, shall have in effect en-
forcement policies and practices that will.be
applicable to all licensed or regulated child
care providers (Including child care provid-
ers required to register) in the State, includ-
ing policies and practices that—

“(A) require personnel who perform in-
spection functions with respect to licensed
or regulated child care services to receive
training in child development, health and
safety, child abuse prevention and detec-
tion, the needs of children with a disability,
program management, and relevant law en-
forcement;

‘(B) impose personnel requirements to
ensure that individuals who are hired as li-
censing inspectors are qualified to inspect
and, to the maximum extent feasible, have
inspection responsibility exclusively for chil-
dren’s services;

“(C) require—

“(i) personnel who perform inspection
functions with respect to licensed or regu-
lated child care services to make not less
than 1 unannounced inspection of each
center-based child care provider in the State
annually;

“(ii) personnel who perform inspection
functions with respect to licensed or regu-
lated child care services to make unan-
nounced inspections periodically, and during
normal hours of operation, of licensed and
regulated family child care providers in the
State; and
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“(D) require the ratio of licensing person-
nel to child care providers in the State to be
maintained at a level sufficient to enable
the State to conduct inspections of child
care facilities and providers on a timely
basis and otherwise to comply with the en-
forcement requirements of this section;

“(E) require licensed or regulated child
care providers (including registered child
care providers) in the State—

“(§) 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 provid-
ers;

*(G) prohibit the operator of a child care
facility to take any action against an em-
ployee of such operator that would adverse-
ly affect the employment, or terms or condi-
tions of employment, of such employee be-
cause such employee communicates & fail-
ure of such operator to comply with any ap-
plicable licensing or regulatory requirement;

“(H) make consumer education informa-
tion available to inform parents and the
general public about licensing requirements,
complaint procedures, and policies and prac-
tices required by this paragraph;

“(I) require a child care provider to post,
on the premises where child care services
are provided, the telephone number of the
appropriate licensing or regulatory agency
that parents may call regarding a failure of
such provider to comply with any applicable
licensing or regulatory requirement; and

*(J) require the State to maintain a record
of parental complaints and to make infor-
mation regarding substantiated parental
complaints available to the public on re-
quest.

‘(5) LIMITATION OK ADMINISTRATIVE EX-
PENSES.—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.

“(8) REPORT.—The plan shall provide that
not later than December 31, 1992, and at 2-
year {ntervals thereafter, the State will
submit to the Secretary a report—

“(A) specifying—

“(1) the uses for which the State expended
under paragraph (2) funds received by the
State; and

“(ii) with respect to each use specified
under clause (i), the amount of such funds
expended;

*/(B) stating the reasons supporting the se-
lection of each such use and the amount of
such funds expended for each such use;

“(C) identifying the extent to which other
resources of the State were expended for
each of the activities described In subpara-
graphs (A) through (D) of such paragraph;
and

‘(D) containing data designed to show—

“(i) how the child care needs of families In
the State are being fulfilled, including infor-
mation 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
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“(if) 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) RecocNiTION.—Each State that de-
sires to provide assistance under subsection
(b) shall recognize a community-based orga-
nization, & public organization, a unit of
general purpose local government, or a
public agency that represents a combination
of units of general purpose local govern-
ment as the resource and referral agency
for a particular geographical area in the
State.

“(b) PunpING.—Each State that receives
funds under this subchapter for a fiscal year
may provide assistance, in such fiscal year,
to the organizations recognized under sub-
section (a) to enable such organizations to
carry out resource and referral programs—

“(1) to identify existing child care serv-
ices;

“(2) to provide to interested parents infor-
mation and referral regarding such services;

“(3) to provide or arrange for the provi-
sion of information and training to existing
and potential child care providers and to
others (including businesses) concerned
with the availability of child care services;
and

“(4) to provide information on the
demand for and supply of child care services
located in a community.

“(c) REQUIREMENTs.—To be eligible for rec-
ognition as a resource and referral agency
for a designated geographical area in a
State, an organization shall—

“(1) have or acquire a database of infor-
mation on child care services in the geo-
graphical area that the organization contin-
ually updates, including child care services
provided In centers, nursery schools, and
family child care settings;

“(2) have the capability to provide re-
source and referral services in the designat-
ed geographical area;

*(3) be able to respond In a timely fashion
to requests for information or assistance;

“(4) be a public agency, or a community-
based organization, located In the geo-
graphical area to be served; and

“(5) be able to provide parents with a
checklist to identify quality child care serv-
ices.

“(d) Dury.—An organization recognized
under subsection (a) as a resource and refer-
ral agency shall gather, update, and provide
information concerning child care services
available from eligible child care providers
in the geographical area served by such or-
ganization.

“(e) LIMITATIOR ON INFORMATION.—AnN Or-
ganization recognized under subsection (a)
as 8 resource and referral agency shall not
provide information concerning any child
care program or services which are not li-
censed or regulated, and not exempted from
licensing and regulation, by the State.

“3EC. 658G. TRAINING AND RELATED ACTIVITIES.

‘“(a) GRANTS AND CONTRACTS FOR TRAIN-
1NG.—A State may make grants to and enter
into contracts with public agencies, nonprof-
it organizations, and institutions of higher
education to develop and carry out child
care training programs under which preser-
vice and continuing inservice training is pro-
vided to—

(1) staff who provide child care services
for which assistance is provided under the
Head Start Act or title VIII of the Elemen
tary and Secondary Education Act of 1965

and
*(2) staff of eligible child care providcr:
and staff of resource and referral programs
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finvolved in prowiding child eare services im
the State.

“tb) TrAING o1 OTHER ACIIVITIES RE-
LATING TO Faminy Cmup Cane ENHAYCI-
BAENT.~—

“t}) AUTHORITY ¥& BANE GRANTD AND Lo
FTRAECTR—A Biste ray mode grans % and
emtar m m with public sgencies

M@a m@ remmﬂ orgnizations, ehilkd eare
foed programs spomsors, and family ehild
caze esgocistions) to emeble sich organies-
tlons to dovelop and earry out ekild sage
tralning programs under which preservies
and inserwice tralning is provided to eligible
child care providers that are fa.mﬂy child
care providers.

“(2) ELIGIBILITY REQUIRKMENTS FOR GRAFES
AND comTRACTA.—T0 be eligible to recelve a
grant or enter inio & contract under pacs-
graph (1), &8 nonprofit organization shall—

“A) recruit and traln individuals to
become famlly child care providers, includ-
ing providers with the capacity to provide
night-time child care services and emergen-
cy child care services at {rreguwar hours (as
weil as emergency eare for sick children);

“(B) provide ongoing tralning to tdivid-
usls who are famlly child care providers, in-
chuding speetnlized training in werking with
infants;

C) eperate resource centers to make de-
velopmentally appropriate curriculum mabe-
rials'available to family child care previders;

“(D) provide grants to family child eare
providers for the purchase of moderate cost
equipment to be used to provide child care
services; and

“(I) provide sueh other services to family
child care providers tn the communities of
such organisstion ss the lead agency deter-
mines to be appropriste.

“SEC. G8H. LIMITATIONS ON USE OF FINANCIAL
ASSISTANCE.

“(a) SwmsTITUTION OF Fumps.—lunds re-
ceived under—

“(1) the amendments to the Head Start
Act made by the Exrly Childhood Bducation
and Development Act of 199C;

“(2) title VIII of the Elemensary and Sec-
ondary Education Aet of 1665; or

*(3) this subchapter;
by the State may be used only to supple-
ment, not to supplant, the amount of Peder-
al, State, and local funds expended for the
support of the activities for which ‘sach
funds are received.

“(db) ExystAre FacrLimes.—~No financial
assistance provided under the provisions of
law specified in subsection (a) may be ex-
pended to renowate ar repair any facility
unless—

‘A1) the child care provider that receives
such financial assistance agrees—

'{A) iIn the case of a grant, to repay to the
Secretary or the State, as the case may be,
the amount that bears the same ratic to the
amount of such grant as the value of the
renovation or mepair, as of the date such
provider to provide ¢hild care services
in such facility in sccordance with this sub-
chapter, bears to the original value of the
renovation orrepair; and

‘“I{B) in the case of a loan, to repay imme-
diately to the Secretary or the State, as the
case may be, the principal amount of such
loan outstanding and any Interest accrued,
as of the date such provider ceases to pro-
vide child care services in such facilfty in ac-
cordance with this subchapter;

usuchpramderdnmm;)m\ddeehndme
services. In such facility in accordanee with
this subehapler thzoughout the useful life
of the renovation or repsir; and

“(2) if such provider is a sectarian agency
or organization, the renovation or repair is
necessary to bring such facility into campli-
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ance with healtk ond spfety ceguirements
lreposed a8 & result of such. prowdsiens ef
SERE. RI0L FEDRRAL ENFORCEMENT.

“a) Revinw ef CompLissce Wizs Brars
Pran. —~TFhe Becretery shal rovdew and mon-
itor State ecroplience with this subehapler
and the plan epproved undsy coction §EAE
for the Stnte.

“(b» NONCOMPLIAWCE —

“() In cevERaL.—If the Secotery, after
repsomable motice and opportumity for &
hearing to o State, finds that—

”LANME@B@SM@E\MM@M%M State
to eomply au ally with eny provision
or any requirements set forth 1o the plan
approved under section GSBE for the State;
or

“(B) In the operation of any program oF
project for which assistance is provided
under this subchapter there is & fajlure by
the State (o comply gubstantially with any
provisfan of this subchapter;
the Secretary shall netify the State of the
finding and that no further peyments may
be made to such State under this subchap-
ter cor, in the ease of nencomplisance in the
operation of g program or activity, thas no
further payments to the State will be made
with respect to such program e activity)
unidl the Secretary ls satisfied that there is
no longer any such faflure to cormply or that
ge noncomplanee will be promptly cerrect-

’:(2) ABDITIONAL SANCIZONS.—In the case of
8 finding of mencompliance made pursuant
to paragraph (1), the Secretary may, in ed-

‘dition to imposing the sanctions described in

such peragraph, impose ether apprepriate
sanctiong, including recoupment ¢f money
improperly expended for purposes prohibit-
ed or not suthorized by this subchapter, and
disqualification fram the receipt of financial
assistapce under this sub- chapter.

“(3) NoTtice.—The potice required under
paragraph (1) shall include & speeifie tdenti-
fication of any additional sanetion being im-
posed under paragraph (2).

“¢c) Issuarce or RULBS.—The Secretary
shall establish by rule pracedures for—

*(1) recelving, processing, and determining
the walidity of complaints eoncerning any
fallure of a State to comply with the State

plan or any requirement ¢f this subchapter;:
and

“(2) tmposing sanctions under this section.
“SEC. 658). NATIONAL ADVISORY COMMITTEE QN
RECOMMENDED CHILD CARE BTAND-

ARDS.

“(2 ESTARLISHMENT.—

(1) In exNmrAL.—In order to improve the
quality of child care services, the Secretary
shall establish, not later than 60 days after
the date aof the enactment of the Karly
Childhood Education and Development Act
of 1980, the National Advisory Committee
On Recammended Child Care Standards the
members of which shall be appointed from
amaong representatives of —

“(A) persons who carry out various types
of child care pRogramas;

"“§B) persons who carry ouwl resource and
referval programs;

“(C) child care and early childhood devel-

‘opmeéent

specialists;

“(D) early childhood education specialists
and speelalists in the education of children
with a disability and children whase English
language profictency is limited &s a result of
their non-English language background;

- “(B) individuals who have expertise in pe-
diatric health care, nutrition, disabilities,
and related fields;

“(¥) organizations representing child care

employees;
“¢Q) individuels who have experience in
the regulation of child care services;

Qrtober 16, 1990

‘() parents who have been actively in-
valved. in child ecsre programs; and

“¢1) States,

“(2) APPOINTMENT OF MEMBERS.—The Com-
mitbes shall ke composed of 21 members ef
which—

“(A&) 7 members chald be nppointed by the
President;

“(B) 4 members shall be &ppolnted by the
mEerily lender of the Senste;

“(C) 3 membezs shall be appointed by the
maacrity leader of the Bennte;

“*¢D) 4 meimbers shell be appeinted by the
Speaker of the House ¢f Representatives
and

‘“(E) 38 members shall Be sppointed by the
minority lender of the House of Represente-
tives.

Not less than one-third of the members of
the Comuittee shall be gppointed from
among individuals described o parsgraph
(LDEH).

“{3) Cuareman.—The Committee shall ap-
point @ chairman from ameng the members
of the Committee.

*“(4) Vacarcips.~A vacancy oecurring en
the Committee shall be filled in the same
manper a5 that in which the originel ap-
peintmeni was made.

“¢B? PEASONWEL, RIIMPURGEMENT, AND
OWERSICHT, —

“1)> Prasowsi.—~The Secretary shall
make avaliable to the Committee office fa-
cilities, personnel who are familitar with
child development ang with developing and
implementing reguiatory requirements,
technical assictance, and funds as are neces-
sary to emnahle the Commiitee to carry ocut
effectively its duties.

“(2) RrMBURSEMENT.—Members of the
Committee who are not regular full-time
employees of the United States Govern-
ment, while away from their homes or regu-
lar places of business on the business of the
Cemmitice, may be allowed travel expenses,
ineluding per diem in lieu of subsistence, as
authorized by gection 5703 of title 5, United
States Code, far persons empioyed intermit-
